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THE C. P. A., 
To Candidates 
fo r the next C. P. A. Exam ination
I N addition to its regular Course, the International Accountants Society, Inc., offers a special Coaching Course for Accountants who are planning to take the C. P. A. 
Examination.
This Course w ill be supplied only to those who are already com petent accountants, 
as no attempt is made to teach general accounting in  this course. The instruction is 
pointed directly at the C. P. A. Examination. 
Something more than a knowledge o f accounting is necessary to insure success in  
the examination room. 
Solving examination problems is vastly different from the usual work o f making au­
dits, installing systems, or conducting investigations. Many men with little  or no practical 
experience can solve C. P. A. problems readily—many others with years o f experience 
flounder p itifu lly in  the examination room. WHY? The candidate is required to work 
at top speed. H e must work with lim ited information. He has to construct definitions. 
Very often it is necessary for him  to use unusual working sheets. 
The C .P. A. Coaching Course given by the International Accountants Society, Inc., pre­
pares you to meet such conditions. The fee is $42 and the text consists o f twenty lessons. 
Particularly noteworthy fea tures o f  the training are;
100 problems in Practical Accounting with 
solutions and comments 
100 questions and answers in Accounting Law 
100 questions and answers in Auditing 
100 questions and answers in Theory of 
Accounts
Elaborate explanations and comments that in­
clude, in addition to the finished statements or 
solutions, such items as suggestions for "Notes 
to the Examiner,”  working sheets, side calcu­
lations, use of proper terminology, and discus­
sions of authoritative opinions.
Problems and questions (1) actually used in 
a C. P. A. or an A. I. A. examination, or (2) 
specially prepared to train the candidate in 
handling certain points likely to be encoun­
tered in the examination.
Personal correction, criticism, and grading of 
every examination paper by a Certified Public 
Accountant who has himself passed the C.P.A. 
examination. There are sixteen such Certified 
Public Accountants on the Active Faculty of 
the International Accountants Society, Inc.
A SPECIAL booklet, “H ow to P repare f o r  the C. P . A . E x a m in a t io n ," is now rea d y  f o r  those who are  interested. For a  f r e e  copy, ju s t  w rite  y o u r nam e a n d  address below  a n d  mail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c ie ty ,  I nc.
A Division o f the 
A LEX AND ER HAM ILTON IN STITU TE
 To the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
Send me the special booklet, "How to Prepare for the C. P. A. Examination,” 
which describes your special Coaching Course for accountants.
\ Name.. Company........ .........................................Address______________________  
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V O L U M E  IX  
N U M B E R  1
“All people are good except those who are idle.”
— V o l t a ir e .
THE PRESIDENT’S COLUMN
ETH ICAL PRACTICE
A S R EG ULATO RY legislation is finding its place 
and the laws are becoming adjudicated, we note 
there are those in the field of public accounting who 
are looking for the means to “whip the devil around 
the stump.” Recently there was sent to the office of 
the Secretary a letter from an accountant in a State 
which enjoys regulatory legislation, from which I 
quote in part:
“I will probably want to handle a couple audits 
here this season, but under the present law, I 
am somewhat handicapped.
“It has occurred to me that through you—  
provided you felt you knew my ability well 
enough to so underwrite, that such work could 
be handled through your office, you to make the 
report, or I could type and you certify for a 
nominal fee— N E T  TO you.
“I don’t care for any undue complications, and 
while I could no doubt get this service here—  
yet there would be more conflict, and too— I feel 
a little more kindly toward you than some others 
whom I have met.......... ”
This was sent to a member of The American So­
ciety and it is interesting to note his reply, from  
which I quote in part:
“Both your letter of December 28th and the 
suggestion contained therein came as a surprise 
to me. Frankly, I cannot, under any circum­
stances, lend my name or title to anyone in or­
der that they will be able to fill engagements con­
trary to the law. While I think that this is
reason enough, I shall also take this opportunity 
to place myself on record as to my views on the 
subject.
“I am a member of The American Society of 
Certified Public Accountants, and, as such, I sub­
scribed to its precepts of professional conduct. 
Precept numbers 3 and 4 provide that such prac­
tice is prohibited, and I for one can see the justice 
of such prohibition. I do not care to be the one 
that breaks it.
“Various states have passed laws regulating 
the practice of accounting. These laws were 
passed both for the protection of the public and 
to elevate accountancy to its rightful place among 
the professions. The C. P. A. who thinks so little 
of his profession as to prostitute his title and 
name for a paltry sum in order to allow some 
one to practice in violation of the law is not 
worthy to follow accounting or any other pro­
fession. In fact, I would not consider him to be 
worthy of any position of trust.
“Further, my name and reputation as an ac­
countant, such as it is, is the result of years of 
study and honest practice. I do not intend to 
jeopardize it by resorting to such practice.”
These letters speak for themselves and, in my opin­
ion, the member of The American Society who replied 
to this request has the interest of the profession at 
heart, for it is only by following the true spirit of 
the law that we can hope to gain and maintain the 
respect of the public and our fellow practitioners. Nu­
merous instances of this kind might be cited. This 
same question received some consideration at the an­
nual meeting of the Texas Society of Certified Public 
Accountants held in San Antonio in November and it 
was the opinion of those present that the rules of 
practice for the certified public accountant were de­
signed to protect the public in just such cases as this. 
A  strict observance of these rules will insure public 
esteem and will give to our profession the respect that 
it must maintain in order to establish its place along 
side the older professions.
ARTHUR  C. UPLEGER .
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2 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T January,
Regulatory Legislation and the Non-Certified
T he w ords of M r. Jo h n  R . R u ck ste ll 
in  th e  O ctober n u m b e r of th e  J o u rn a l 
o f A ccoun tancy  h av e  led  m e to  offer th e  
fo llo w in g  d iscussion  of re g u la to ry  leg is­
la tio n  v iew ed fro m  th e  s ta n d p o in t of 
th e  non -certified  pub lic  acco u n tan t, an d  
I  w ill begin by quoting  the  w ords of Mr. 
R u c k s te ll:
“ W hy, i t  is ask ed , do w e n o t p ro te c t 
th e  pub lic  a s  w ell as th e  p ro p e rly  q u a li­
fied an d  licensed  ac c o u n ta n t?  W hy  is 
th e  in d iv id u a l w ho h a s  been  re q u ire d  to 
t r a in ,  to  serve  an  ap p ren ticesh ip , to  se ­
c u re  a  ce rtif ica te  u n d e r  s ta te  law  an d  
c o n tin u ed  su p e rv is io n  a f te r  severe  ex­
a m in a tio n  an d  te s ts  of q u a lifica tions—  
w hy, i t  is  a sked , is he  n o t p ro tec ted  
fro m  th e  un licensed , leg a lly  ir re sp o n ­
s ib le  quack , o r fro m  w h a t is n o t in ­
f re q u e n tly  in co m p e ten t, u n acco u n tab le  
a n d  irre sp o n s ib le  m a lp rac tice?
"T h ese  q u es tio n s  a re  a t  le a s t p a r t ly  
a n sw e re d  by  s ta tin g  th e  fa c t th a t  a s ­
s e r te d  c o n s titu tio n a l r ig h t, even  w hen  
i t  in ju res , is o ften  h a rd  to  overcome, 
b r id le  o r r e s tra in .  In  th is  co u n try , be­
cause of our boasted  liberty , ou r p a ti­
en ce  is o ften  so re ly  tr ie d  by  so-called  
‘c o n s titu tio n a l r ig h ts .’ ”
A nd I w ill ad d  a  q u o ta tio n  fro m  th e  
w ords of M r. G eorge W ilk in so n  w hich  
a p p e a r  on  p ag e  299 of th e  O ctober n u m ­
b e r  o f  T h e  C ertified  P u b lic  A cco u n tan t: 
“ In  a sk in g  a  leg is la tiv e  body to  m ak e  
a  law  p ro v id in g  fo r  an y  co n tro l, even  in  
th e  use  o f an  e n tire ly  new  p ro fessio n a l 
d e s ig n a tio n , th e  p ro p o n en ts  m u s t p e r­
su a d e  th e  law  m a k e rs  th a t  th e re  w ill be 
n o  in fr in g e m e n t o f ex is tin g  r ig h ts . To 
s a fe g u a rd  th is  i t  h a s  a lw ays been  neces­
s a r y  to  a llow  th o se  in  p rac tic e  of a  
p ro fess io n  . . .  to  com e in  w ith o u t r e ­
s tr ic t io n . . .
“I t  has usua lly  been th e  aim  of th e  
e x is tin g  p ra c tit io n e rs  to  e re c t as h ig h  
a  s ta n d a rd  of f re e  adm issions a t  th e  
o u ts e t  a s  th e  law  m a k e rs  w ou ld  s ta n d  
fo r .  On th e  o th e r  h an d , th e  law  m ak ­
e r s  have n ea rly  a lw ays w anted  to  cut 
th e  re q u ire m e n t dow n. . .
“ W e d o n ’t  h e a r  m u ch  a b o u t th e  
' W aiver C lause’ now adays. . .
“W h a t m a tte rs  i t  to d ay  w h e th e r  th e  
e a r l ie s t  C. P . A. law s, passed  tw en ty - 
five o r  th i r ty  y e a rs  ago , re q u ire d  one 
y e a r  of p rev ious experience— o r five?
“ T he o ld -tim e rs  w ho cam e in  th ro u g h  
th e  open  d o o r an d  w ho a re  s t il l  am ong  
u s  to d ay , in  th e  ac tiv e  p rac tice  o f th e  
p ro fe ss io n , h av e  su rv iv ed  th e  in te rv e n ­
in g  y ea rs  by  rea so n  of th e ir  fitn ess .” 
A nd a lo n g  beside th em  have  su rv ived  
th e  non-certified , w ho, b ecause  of th e ir  
h a n d ic a p  in  n o t b e in g  certified , have  
d o u b ly  p ro v en  th e i r  fitness.
B y E R N E S T  S. R A STA LL.
[M r. R a s ta ll  is C ha irm an , an d  th e  non- 
ce rtified  m em ber, o f th e  I llin o is  
B o ard  o f E x am in e rs  of P u b lic  Ac­
c o u n ta n ts  w h ich  is ch a rg ed  w ith  th e  
a d m in is tra tio n  of th e  1927 Illin o is  
law .]
I t  is u n fo r tu n a te  th a t  th e  e a r ly  C. P . 
A. law s w ere  n o t reg u la to ry . F o r  som e 
rea so n  N ew  Y ork , a f te r  co n sid erin g  
b o th  types, decided  up o n  a  fo rm  of law  
w h ich  w ou ld  re g u la te  th e  u se  of a t i t le  
only . U n til recen tly , o th e r  law s have  
fo llow ed th is  p reced en t.
T h u s i t  h a s  com e to  pass th a t  any  
one w ho h a s  w ished  to  do so h a s  been  
a t  lib e r ty  to  e n te r  th e  p rac tice .
T h e  ra n k s  of th e  non -certified  con­
ta in  a ll  c lasses ra n g in g  fro m  th e  v ery  
co m p e ten t to  th e  d a n g e ro u s ly  incom ­
p e te n t. As in tim a te d , th o se  w ho have  
su rv ived , an d  h av e  been  y ea rs  in  p rac ­
tice , h av e  p roven  th e ir  fitness.
E ach  y ea r, how ever, has seen  a new  
crop  of e n tr a n ts  in to  th e  field, an d  each  
y ea r h a s  seen  a  te r r ib le  m o rta lity  w ith  
m uch  accom pany ing  an d  costly  dam ­
age. H e re  an d  th e re  a  few  su rv ive .
I t  h as  lo n g  been  ev id en t to  all, th a t  
fo r  th e  p ro te c tio n  of th e  public , if  fo r  
no o th e r  an d  m ore  selfish reaso n , we 
should seek  to  se t up regu la to ry  legis­
la tio n .
I t  m u s t be acknow ledged  th a t  th e  
u n ce rtif ied  m an  h a s  been  as  m uch  a 
leg a lly  reco g n ized  p ra c tit io n e r  as an y ; 
t h a t  in  m any, m an y  in s tan ces  h e  h a s  
g row n  old  a n d  sk illed  in  th e  p rac tic e  of 
h is  p ro fession , an d  th a t  h e  h as  a  v ested  
r ig h t  w h ich  th e  leg is la to rs  an d  th e  
c o u rts  a re  su re  to  resp ec t.
O ur d ilem m a is, th e n : On th e  one 
hand , to  le t m a tte rs  rem ain  in  s ta tu s  
quo, w ith  th e  a n n u a l in flux  of incom ­
p e te n ts  an d  th e  a n n u a l d e s tru c tiv e  r a te  
o f m o r ta lity ; on  th e  o th e r  h an d , to  a t ­
te m p t to  s e t up  re g u la to ry  leg is la tio n  
w ith  its  necessary  accom panim ent of 
th e  w aiver clause.
W ith  th e  d is ta n t fu tu re  in  v iew , an d  
th e  w e lfa re  of th e  pub lic  an d  of th e  
p ro fessio n  a t  h e a r t , and  b e a rin g  in  m ind  
th e  w ords o f M r. W ilk in so n  a b o u t th e  
su rv iv o rs , w h ich  is th e  b e tte r  cou rse?  
I f  re g u la to ry  leg is la tio n  h a d  been  se ­
cu red  by N ew  Y ork  a t  th e  s ta r t ,  w ou ld  
n o t o u r p re s e n t an n o y in g  p rob lem  of 
th e  unfit p rac titio n e r be as rem ote from  
us as th e  C. P . A. w aiver c lau se  to 
w hich  M r. W ilk in so n  re fe rs?
Illin o is  h a s  a tte m p te d  th is . A lready  
its  benefits, th e  ch ie f of w hich  is th e  
d am m in g  back  of th e  influx  o f th e  in ­
co m peten t, a re  b e in g  fe lt. T he  m ove- 
m en t  to w a rd  re g u la to ry  leg is la tio n  in  
I llin o is  w as m ade  by th e  non-certified  
m en  a f te r  th e y  h a d  fo u g h t an d  k illed  
th e  b ill, in tro d u c e d  a t  th e  in s ta n c e  of 
th e  Illin o is  Society  of C ertified  P u b lic  
A ccoun tan ts, w h ich  so u g h t to  p rov ide  
th a t  ce rtified  pub lic  a cco u n tan ts  be  n o t 
re q u ire d  to  te s tify  in  co u rt co n cern in g  
in fo rm a tio n  w hich  th ey  m ig h t a cq u ire  
in  th e i r  co n fid en tia l cap ac ity  a s  pub lic  
a cco u n tan ts .
O th e r law s p ro v id in g  th a t  th is  o r th a t  
in s ti tu t io n  sh o u ld  be a u d ite d  a n n u a lly  
o r o th e rw ise  by certified  pub lic  a cco u n t­
a n ts  h a d  been  allow ed  to  p ass  w ith o u t 
a tta c k , a lth o u g h  th is  se rio u sly  r e s tr ic t­
ed  th e  ac tiv itie s  of th e  co m p e ten t non- 
certified . B lan k  fo rm s fu rn ish e d  by 
b an k s  to  b o rro w ers  fo r  th e  p u rp o se  of 
m ak in g  financ ia l s ta te m e n ts  h av e  com e 
to  co n ta in  a  q u es tio n  a sk in g  w h e th e r  
th e  b o rro w e r’s books have  been  a u d ite d  
by  a  ce rtif ied  pub lic  a cco u n tan t. T he 
B oard  of T ax  A ppeals h as  ru led  th a t  
on ly  certified  pub lic  a cco u n tan ts  m ay  
p rac tic e  befo re  th a t  body.
A ll of th is  th e  capab le  noncertified  
m an  h a s  observed , a n d  b ecause  h e  h a s  
been  aw are  th a t  th e re  a re  w ith in  th e  
ra n k s  of th e  n oncertif ied  a ll  m a n n e r  of 
in co m p e ten t m en, h e  h a s  n o t w ho lly  
b lam ed  th o se  certified  m en  w ho h av e  
b ro u g h t th e se  re s tr ic tio n s  up o n  h im .
A nd s t i l l  h e  h a s  su rv ived , an d  in  
m an y  in s tan ces  is do ing  a  n ice b u sin ess . 
H e in d eed  m u s t be fit.
H ow  m uch  m ore  to  th e  in te re s t  of 
th e  co m p e ten t unce rtif ied  th a t  re g u la ­
to ry  leg is la tio n  be s e t up! I f  su ch  a 
pale be constructed , th e  unfit w ill, as 
before, con tinue  to  e lim inate  them selves 
and he no longer w ill be fe tte red  by be­
ing  classed w ith  them .
N ow com es th e  sim ple q u es tio n : W hy  
do n o t su ch  co m p e ten t m en  ta k e  an d  
p ass  th e  C. P . A. ex am in a tio n ?  Som e 
have  d o n e  so. Som e a re  n o t ab le  to  
m ee t th e  re q u ire m e n t of a  h igh -schoo l 
e d u ca tio n — a fu r th e r  h an d icap , an d  
th e y  s t il l  su rv ive . O thers , b e in g  busy , 
c an  n o t ta k e  th e  tim e  to  p rep a re . M any 
a re  in  th e  po sitio n  of th e  av e rag e  law ­
y er o r  d o c to r w ho h a s  been  som e y e a rs  
o u t of college, an d  w ho fo r  th a t  re a so n  
could  n o t pass  a  b a r  o r m ed ica l exam i­
n a tio n  w ith o u t m uch  tim e  sp e n t in  
p re p a ra tio n . A n o th e r s h o r t an sw er is 
th a t  th e y  do n o t ta k e  th e  ex am in a tio n  
fo r th e  sam e reason  th a t  th e  C. P. A. 
w a iv e r m en  d id  no t.
Be th e  rea so n s  w h a t th e y  m ay, th e  
fa c t rem a in s  th a t  m an y  h av e  n ev e r a t ­
te m p te d  th e  ex am in a tio n s, w h ile  o th e rs  
h av e  tr ie d , fa iled , an d  fe l t  th a t  n o t- 
(Continued on page 30)
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Louisiana District Court Decision
R ight o f C. P. A. to Practice in  Other States
The cause of a c tio n  in  th is  case is a 
w rit te n  c o n tra c t invo lv ing  a c la im  of 
$ 1 ,0 0 0 .0 0 , a n d  a n  o ra l  c o n tra c t invo lv ­
ing  a claim  of $200, as re a so n ab le  com ­
pensa tion  fo r serv ices re n d e re d . T he 
p la in tiff is a  p ub lic  a cco u n tan t, ce rtified  
in th e  S ta te  of T exas. T he d e fe n d a n t 
is a  L o u is ian a  co rp o ra tio n , d ea lin g  in  
m o to r veh icles, m a n u fa c tu re d  by D odge 
B ros. T he c o n tra c ts  sued  on re la te  to 
the  em ploym ent o f th e  p la in tiff by th e  
d e fen d an t to  m ak e  a u d its  of its  books 
of account. S evera l defenses a re  te n ­
dered .
The firs t d e fen se  is  b ased  up o n  A ct 
136 of 1924, w hich  m ak es i t  u n law fu l 
fo r any  h o ld e r of a ce rtif ica te  as a  pu b ­
lic a cco u n tan t fro m  a n o th e r  s ta te  to  
use the  a b b re v ia tio n  “ C. P . A .,” o r to  
p rac tice  as a pub lic  a c c o u n ta n t in  th is  
S ta te , w ith o u t h av in g  f irs t h a d  h is  c e r­
tificate re g is te re d . A v io la tio n  of th e  
s ta tu te  is d ec la red  to  be a  m isd em ean o r, 
pun ish ab le  by  fine a n d  im p riso n m en t.
I t  is a d m itte d  th a t  R o n a ld so n  ho lds 
a certifica te  in  T exas, an d  h as  n o t re g is ­
te red  i t  in  L o u is ia n a ; a n d  fo r  th e  p u r ­
pose of th is  d iscussion , i t  w ill be a s ­
sum ed th a t  h is  d em an d  in  th is  case  is 
based  upon  a  p ra c tic e  of pub lic  ac ­
coun tancy  in  L o u is ian a , accom pan ied  by 
th e  use o f th e  a b b rev ia tio n  “ C. P . A .”
T he th eo ry  of th e  d efen se  is  th a t  th e  
s ta tu te  d ec la res  th e  pub lic  policy of 
th e  s ta te , p ro h ib itin g  th e  c o n tra c t su ed  
on, and  th a t, th e re fo re , th e  c o n tra c t is 
nu ll, void, an d  un en fo rc ib le .
A d is tin c tio n  is n o ticeab le  b e tw een  
co n trac ts  a tte m p tin g  to  do w ith  cau ses 
a t a ll tim es illeg a l, an d  c o n tra c ts  h a v ­
ing to  do w ith  causes o rd in a r ily  legal, 
b u t p ro h ib ited  a s  to  th e  cap ac ity  o f c e r­
ta in  persons to  e n te r  in to  th em . T he 
first c lass can  n ev e r g ive  rise  to  an y  
legal r ig h ts  of e n fo rc e m e n t by an y  p a r -  
ties  to th em ; b u t w h e th e r  th is  ru le  
a lw ays and  in v a r ia b ly  app lies to  th e  
la t te r  c lass m ay  be q u es tio n ed , an d  
m ust now  be d e te rm in ed .
P erso n s su i ju r is  a re  fre q u e n tly  p ro ­
h ib ited  fro m  c o n tra c tin g  to  do c e r ta in  
th ings. P ra c tic e  a s  a  ph y sic ian  o r as 
a law yer is u n iv e rsa lly  p ro h ib ited  ex­
cept by th o se  deem ed qualified , a n d  so 
certified  by pub lic  a u th o r it ie s . In  th ese  
p ro fessions th e  fo rm a l license  issued  
by th e  S ta te  fo llow s a s  a  r e s u l t  o f th e  
qualifications of th e  licensee , an d  n o t 
p rim arily  in  co n sid e ra tio n  of th e  pay ­
m en t o f th e  license  fee. In  som e 
o th e r ca llings , th e  license  is m ere ly  
a rece ip t fo r  th e  p ay m en t of a n
F o u r te e n th  J u d ic ia l  D is tr ic t C o u rt 
P a r is h  o f C a lcasieu  S ta te  of 
L o u is ia n a
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occu p a tio n  tax . T h is  is tr u e  a s  to  m e r­
ch an ts , an d  i t  h a s  been  h e ld  to  be es­
sen tia lly  t r u e  in  th e  case of b ro k e rs . 
T he p re s e n t law  re g u la tin g  re a l e s ta te  
b ro k e rag e , A ct 236 of 1920, how ever, 
su p e rced es  th e se  decisions. I t  n o t on ly  
p ro h ib its  th e  p rac tic e  w ith o u t a  license, 
b u t specifically  p ro h ib its  th e  co llection  
of b ro k e ra g e  fees by th o se  w ho have 
n o t com plied  w ith  th e  ac t.
W hen  th e  license is a  m ere  p roo f of 
pay m en t of th e  license tax , an d  w hen  
recovery  fo r such  se rv ices is n o t p ro ­
h ib ited  in  te rm s  by  s ta tu te  un less  th e  
ta x  h a s  been  p a id , th e  c o n tra c t fo r  
serv ices does n o t a p p e a r  to  be affected  
by n u llity . T he r ig id  ru le  th a t  ac ts  
a g a in s t p u b lic  policy  a re  n u ll an d  void , 
does n o t app ly , fo r  th e  license  is n o t 
re q u ire d  in  o rd e r  to  p re v e n t th e  a c t by 
u n a u th o r iz e d  p erso n s, b u t on ly  fo r  th e  
pu rp o se  o f rev en u e .
I t  is re q u ire d  in  th is  case to  de­
te rm in e  w h e th e r  th e  L eg isla tive  en a c t­
m en t, m ak in g  th e  p rac tic e  o f pub lic  ac­
co u n tan cy  u n la w fu l in  th e  absence of 
a  ce rtif ica te  d u ly  issued , s t r ik e s  w ith  
n u ll ity  a  c o n tra c t of em p loym en t of an  
a c c o u n ta n t n o t certified .
A co m p e ten t pub lic  a c co u n tan t m u s t 
d o u b tle ss  possess c e r ta in  n a tu r a l  q u a li­
fications, im p ro v ed  by  ed u ca tio n  a n d  
experience. I t  is c le a r th a t  a n  incom ­
p e te n t a c c o u n ta n t m ig h t in ju re  th e  p u b ­
lic  se r io u sly  by  m a lp rac tice . In  S ta te  
vs. D eV erges, 153 L a. 349, w h ich  ap ­
p ea rs  to  be th e  on ly  L o u is ian a  case on 
th e  su b jec t, i t  is sa id  th a t  accoun tancy  
d id  n o t affec t th e  m o ra ls , h e a lth , o r 
sa fe ty  of th e  pub lic , h o w ever incom pe­
te n t  th e  p e rso n  p ra c tic in g  th e  p ro fessio n  
m ig h t be. B u t th e  la te r  po licy  dec la red  
by  th e  L e g is la tu re , in  its  A ct of 1924, is 
c o n tro llin g , an d  can  be deduced  only 
fro m  th e  a c t itse lf. T he a c t c re a te s  a  
b o a rd  to  be ap p o in ted  by  th e  G overnor. 
A pp lican ts  fo r  ce rtif ica tes  sh a ll su b m it 
to  a  w r it te n  ex am in a tio n  by  th e  b o a rd  
on “ T heo ry  of A cco u n ts ,"  o r o th e r  su b ­
je c ts  nam ed , an d  on  such  ad d itio n a l 
su b jec ts  deem ed n ecessa ry  by  th e  
bo ard . T hey  sh a ll p rove  a t  le a s t a  h ig h  
school ed u ca tio n , an d  good m o ra l c h a r­
a c te r. T he b o a rd  m ay  th e n  issu e  a 
ce rtif ica te , w h ich  m ay  b e  revoked , a f te r
h e a rin g  fo r  "u n p ro fe ss io n a l” conduct. 
T he certified  acc o u n ta n t is p ro h ib ited  
fro m  d isc losing  any  in fo rm a tio n  ga in ed  
in  h is  em ploym ent.
I t  is seen  th a t  th e  p ub lic  policy of th e  
s ta te  a s  se t o u t in  th e  A ct of th e  L eg is­
la tu re , co n sid e rs  pub lic  acco u n tan cy  as 
a  h ig h ly  sk illed  p ro fessio n , an d  th e  
re g u la tio n  of its  p rac tic e  to  be e sse n tia l 
to  th e  w ell b e in g  of th e  pub lic . T he 
m o d e ra te  fee  to  be p a id  fo r  th e  c e r ti­
ficate can n o t be co n sid e red  th e  m oving  
cause  of th e  en a c tm e n t; i t  is m ere ly  in ­
c id e n ta l to  th e  re g u la tio n  deem ed  im ­
p o r ta n t in  th e  p ub lic  in te re s t , a n d  a t  
m ost, desig n ed  to  re liev e  th e  s ta te  i t ­
se lf  o f som e o f th e  cost o f su ch  re g u la ­
tio n s. T he p re se n t case can n o t, th e r e ­
fo re , be com pared  w ith  th e  sev e ra l 
cases c ited , in  w h ich  licenses fo r  
b ro k e ra g e  w ere  involved . On th e  con­
tr a ry , i t  m u s t be h e ld  th a t  th e  pub lic  
policy  of th e  S ta te  p laces acco u n tan cy  
in  th e  c lass of le a rn e d  p ro fessio n s, an d  
fo r  th e  p ub lic  p ro tec tio n , p ro h ib its  its  
p rac tic e  u n d e r  pen a ltie s , by  th o se  n o t 
d u ly  qualified  u n d e r  th e  L eg is la tiv e  A ct. 
I t  d ec la res  such  u n a u th o r iz e d  p rac tice  
o f th e  p ro fessio n  to  c o n s titu te  a  m isd e ­
m ean o r, p u n ish ab le  lik e  o th e r  v io la ­
tio n s  of p en a l s ta tu te s , by fine a n d  im ­
p riso n m en t.
O ur C ivil Code, A rt. 1892 to  1900, 
re fe r re d  to  th e  ob jec t, an d  th e  cau se  o r  
co n s id e ra tio n  o f co n trac ts , a n d  d e­
c la red  c o n tra c ts  vo id  w hich  h av e  an  
o b jec t c o n tra ry  to  m o ra ls  o r  fo rb id d en  
by law , o r a cause  w hich  is  fa lse  o r  u n ­
law fu l. T he cause  is sa id  to  be u n law ­
fu l w hen  i t  is fo rb id d en  by law , o r  is  
co n tra ry  to  m o ra l co n d u c t o r  pub lic  
o rd e r. T he ob jec ts, cause  an d  con­
s id e ra tio n  o f th e  c o n tra c t in  th is  case 
w ere  th e  a u d it in g  of th e  books o f ac ­
coun t, an d  th e  re c e ip t of m oney  com ­
p e n sa tio n  th e re fo r . O rd in a r ily  th e s e  
a re  law fu l an d  com m endab le  ob jec ts, 
causes an d  co n sid e ra tio n s . B u t th e  
c o n sid e ra tio n  rece ived  fo r  se rv ices  
w h ich  a re  fo rb id d en  b y  a  p en a l s ta tu te  
fro m  ren d e r in g , a p p a re n tly  becom es an  
u n la w fu l co n sid e ra tio n , an d  c o n tra ry  to  
pu b lic  o rd e r , a s  th e  serv ices th em selv es 
a re  a n  u n la w fu l co n sid e ra tio n  fo r  th e  
m oney  received .
T he leg a l p rin c ip a l invo lved , how ­
ever, does n o t depend  upon  th e  con­
s tru c tio n  of th e  C odal a rtic le s . I t  is a  
p rin c ip le  fu n d a m e n ta l in  ju r isp ru d e n c e , 
to  be e x trac ted  fro m  a ll cases, “ th a t  th e  
law  w ill n o t len d  its  su p p o r t to  a  c la im  
(Continued on page 30)
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A  PROBLEM  IN  STANDARD COSTS
A n u m b e r of in q u ir ie s  have  been 
m ade  concern ing  th e  m e th o d  of h a n d ­
ling  s ta n d a rd  costs  as p a r t  o f th e  in te r ­
lock ing  cost a cco u n tin g  system , an d  th e  
m ethod of p reven ting  v arian ces from  
s tan d a rd  a s  an  in teg ra l p a r t of th e  Profit 
and Loss s ta tem en t.
T he fo llow ing  p rob lem  an d  so lu tio n  
illu s tra te  such m ethods and  ind ica te  
how  such  p ro b lem s m ay  be p re p a re d  fo r 
use  in  th e  C. P . A. ex am in a tio n s.
P ro b le m :
T he In te r s ta te  M a n u fa c tu rin g  Com ­
pany  m anufac tu res  a  single product, 
w h ich  is  com posed of th re e  p a r ts  know n 
as P a r t  X , P a r t  Y, an d  P a r t  Z. P a r ts  
X  an d  Y a re  m a n u fa c tu re d  in  th e  com ­
p a n y ’s p la n t an d  P a r t  Z is p u rch ased  
re a d y  fo r assem bly . P a r t  X  is m an u fac ­
tu re d  in  D e p a rtm e n t 1, P a r t  Y in  D e­
p a rtm en t 2, and  th e  th ree  p a rts  a re  a s ­
sem bled  in to  th e  fin ished  p ro d u c t in  De­
p a r tm e n t 3.
T he b u d g e t an d  s ta te m e n t of  s ta n d ­
a rd  costs fo r  th e  m o n th  of J a n u a ry , 
1928, h a v e  been  p re p a re d  as fo llow s:
E d itor, W . T. SUNLEY, C. P . A . (M ich .) 
E d u cation al D irector, In tern ation al 
A ccountants S ociety , In c.
N ote: F ro m  tim e  to  tim e “The C erti­
fied P u b lic  A ccoun tan t” receives from  its  
read e rs  in q u iries  reg ard in g  techn ica l ac­
counting  m a tte rs . I t  has now  been de­
cided to  cen tra lize  th e  han d lin g  of such 
questions in  a  d ep a rtm en t to  be know n 
as th e  Q uestions an d  A nsw ers D epart­
m ent, and to  publish  each m onth  in  “ The 
Certified Public  A ccountan t” some of th e  
m ost in te re s tin g  problem s and questions 
toge ther w ith  th e  answ ers.
In  o rder to  ob ta in  a  w ide range of 
opinion, p a rtic u la rly  in  respect to  con­
tro v e rs ia l m a tte rs , som e of th e  in q u irie s  
w ill be subm itted  to  v arious m em bers of 
th e  Society, and  a  consensus o r d iv e rsity  
of opinion secured.
The w rite r, w ho has been appointed 
ed ito r to  hand le  th e  w ork  of th e  d ep a rt­
m ent, issues a  m ost cordial in v ita tio n  to  
a ll read e rs  to  su b m it an y  in q u irie s  or 
problem s of a  techn ica l n a tu re  th a t  they  
w ish discussed o r answ ered.
W. T. Sunley.
T he in v en to rie s  on J a n u a ry  1, 1928, 
w ere  as fo llow s:
S to re s  ........................................................ $200,000
D ire c t  m a te r i a l  in  p r o d u c in g  d e ­
p a r tm e n ts ,  n o t  y e t  s t a r t e d  in  
th e  p ro c e s s  o f  m a n u f a c t u r e :
D e p a r tm e n t  1 ......................................  500
D e p a r tm e n t  3 ............. ......................... 200
P a r t  X  6,000 a t  $3 .602 ....................... 21,612
P a r t  Y  6.000 a t  5.803 ....................... 34,818
F in is h e d  p ro d u c t ,  4,000 a t  $10,905 43,620
T o ta l  ................................................  300,750
T h e  fo llow ing  a re  th e  to ta l tr a n sa c ­
tio n s  fo r  th e  m o n th :
P u r c h a s e s :
A c tu a l  .....................................................  $54,000
S ta n d a r d  P r ic e  .................................  52,000
R e q u is i t io n  o f D ire c t  M a te r ia l  
f r o m  S to re s  ( a t  s t a n d a r d  
p r ic e s )  :
D e p a r tm e n t  1 ......................................  20,500
D e p a r tm e n t  2 ......................................  24,300
D e p a r tm e n t  3— P a r t  Z .................. 5,000
T o ta l  ................................................  49,800
F a c to r y  P a y  R o l l :
D ir e c t  L a b o r—
D e p a r tm e n t  1 .................................  $10,200
D e p a r tm e n t  2 .................................  16,320
D e p a r tm e n t  3 ......................... .. 6,400
I n d i r e c t  l a b o r  ......................................  10,000
T o ta l  ................................................  42,920
F a c to r y  B u rd e n  ( in c lu d in g  I n d i ­
r e c t  L a b o r )  ........................................  $21,800
P r o d u c t i o n :
P a r t  X .................... 10,000 u n its .
P a r t  Y ....................  8 ,000 u n i ts .
F in i s h e d  p r o d u c t  10,000 u n i ts .
S p o ile d  M a te r i a l :
D e p a r tm e n t  1 . . .  .50  u n i t s  o f  d i r e c t  m a te r ia l  
s t a n d a r d  c o s t  $100.00 . 
D e p a r tm e n t  2 . .  .30 u n i t s  o f  d i r e c t  m a te r ia l
s t a n d a r d  c o s t  $90.00. 
S h ip m e n ts  ( S a le s )  .12 ,000  u n i t s  o f  f in ish e d  
p r o d u c t  a t  s a le s  p r ic e  o f  
$ 20.00 p e r  u n it .
S e ll in g  a n d  A d m in ­
i s t r a t i v e  E x p e n s e .  $58,000
T he In te r s ta te  M an u fac tu rin g  Com ­
p an y  c a rr ie s  i t s  s ta n d a rd  cost sy s tem  
in te rlo c k e d  w ith  its  g en e ra l a cco u n tin g  
system .
1. P re p a re  jo u rn a l e n tr ie s  g iv ing  e f­
fec t to  th e  fo rego ing  tra n sa c tio n s , a n d 
p ro v id in g  acco u n ts  to  show  v a rian ce s  
fro m  s ta n d a rd s  in  re sp ec t to  th e  fo l­
low ing :
a . M ate ria l— price .
b. M ate ria l— q u a n tity .
c. B u rd en — U nabsorbed .
d. B u rd en — E xpense.
e. D irec t L abo r.
I N T E R S T A T E  M A N U F A C T U R IN G  C O M P A N Y  
B U D G E T  A N D  S T A T E M E N T  O F  S T A N D A R D  C O S T S  
F o r  J a n u a r y ,  1928
S ta n d a r d  N u m b e r  
P r ic e .  o f  U n its .  A m o u n t.
S a le s  ...........................................................................................................................  $20.00 12 ,000 $240,000
C o s t o f  G o o d s  (b a s e d  o n  12 ,000 u n i t s )
P a r t  X —
D ire c t  L a b o r  ......................................
D ire c t  M a te r i a l  ................................
M a te r i a l  S p o ila g e  ............................
F a c to r y  B u rd e n  ( t o t a l  b u rd e n  
to  D e p a r tm e n t  1, $7 ,200)
a p p l ic a b le
$1.00
2.00
.002
.60 $3.602 12,000 $43,224
P a r t  Y —
D ir e c t  L a b o r  ....................................
D ir e c t  M a te r i a l  ................................
M a te r i a l  S p o ila g e  .........................
F a c to r y  B u r d e n  ( t o t a l  b u rd e n  
to  D e p a r tm e n t  2, $9 ,600)
a p p l ic a b le
2.00
3.00
.003
.80 5.803 12,000 69,636
A s s e m b ly  C o s t—
D ir e c t  L a b o r  ...........................................................
P a r t  Z  ............................................................................
F a c to r y  B u rd e n  ( to t a l  b u rd e n  a p p lic a b le  
to  D e p a r tm e n t  3, $4 ,800) .......................
.60
.50
.40 1.50 12,000 18,000
T o ta l  .................... 10.905 12,000 130,860
G ro s s  P r o f i t  ..........................................................
S e llin g  a n d  A d m in is t r a t iv e  E x p e n s e  
$109,140
60,000
N e t  P r o f i t  ............... ............................................... 49,140
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2. P o s t th e  e n tr ie s  to  m em o ran d u m  
accounts.
3. P re p a re  P ro fit an d  L oss S ta te m e n t 
show ing  v a rian ce s  fro m  s ta n d a rd s .
S O L U T IO N  
J O U R N A L  E N T R I E S
1. S to re s  .................................... $52,000
M a te r i a l  v a r ia n c e — p r ic e  2,000
V o u c h e r s  p a y a b le  . . .  $54,000
E n t r y  to  g iv e  e ffe c t 
to  p u rc h a s e s  c o s t in g  
$54,000, s t a n d a r d  p r ic e  
$52,000.
2. W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  1—
D ire c t  m a te r ia l  ..........  20,500
W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  2—
D ire c t  m a te r i a l  ..........  24,300
W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  3—
D ir e c t  m a te r i a l  ..........  5,000
S to re s  .........................  49,800
D ir e c t  m a te r ia l  r e q u i ­
s i t io n e d  f r o m  s to r e s  
d u r in g  m o n th .
3. W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  1—
D ire c t  la b o r —
( 10,000 u n i t s  a t  $1 ) . . .  10 ,000 
W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  2—
D ir e c t  l a b o r  (8 ,000
u n i ts  a t  $2 ) .............  16,000
W o r k  in  p ro g r e s s ,  D e ­
p a r tm e n t  3—
D ire c t  la b o r  (10 ,000
u n i t s  a t  6 0 c . ) ..........  6,000
D ire c t  l a b o r  v a r ia n c e —
D e p a r tm e n t  1 . . . .  200 
D e p a r tm e n t  2 . . . .  320 
D e p a r tm e n t  3 . . . .  400
F a c to r y  B u rd e n  ............. 10,000
A c c ru e d  f a c to r y  p a y
ro l l  .................................  42,920
4. F a c to r y  B u rd e n  .............  11,800
V o u c h e rs  p a y a b le  . . .  11,800
(A c ’r ’d  l ia b i l i t ie s ,  e tc .)
F a c to r y  b u r d e n  f o r  
m o n th  le s s  in d i r e c t  
la b o r  e n te re d  a s  p a r t  
o f p a y  ro ll.
5. M a te r ia l  v a r ia n c e  —
q u a n t i t y  ..................... 80
D e p a r tm e n t  1 
A llo w a n c e  10,000 u n i t s  
a t  $ .002= $20. L o s s  
$ 100.00 .
M a te r ia l  v a r ia n c e  —  
q u a n t i ty —
D e p a r tm e n t  2 
A llo w a n c e  8 ,000 u n i ts  
a t  $ .0 0 3 = $ 2 4 . L o s s
$90.00 ...........................  66
W o rk  in  progress—
D e p a rtm e n t 1 . . . .  80
D e p a rtm e n t 2 . . .  . 66
M a te r ia l  sp o ile d  in  e x ­
c e s s  o f  s t a n d a r d  a l ­
lo w a n ce .
6 . W o rk  in  p ro g r e s s ,  D e ­
p a r tm e n t  1—
B u rd e n  (10 ,000  u n i ts
a t $.60) .........................  6,000
W o rk  in  progress, D e­
p a rtm e n t 2—
B urden  (8,000 u n its  a t
$.80) .............................  6,400
W o rk  in  progress, D e­
p a rtm e n t 3—
B urd en  (10,000 u n its  a t
$.40) ......................... 4,000
B u rd e n  v a r ia n c e  —  u n ­
a b s o rb e d —
B u rd e n — D e p t. 1 . . . .  1,200 
($7 ,200— $6,000)
B u rd e n  v a r ia n c e  —  u n ­
a b s o rb e d —
B u rd e n — D e p t. 2 . .  3,200 
($9 ,600— $6,400)
B u rd e n  v a r ia n c e  —  u n ­
a b s o rb e d —
B u rd e n — D e p t. 3 .............  800
($4 ,800— $4,000)
B u rd e n  v a r ia n c e  —  e x ­
p e n s e  ............................  200
F a c to r y  b u r d e n  . . . .
F a c to r y  b u r d e n  f o r  
m o n th .
F in i s h e d  p a r t s — X  . . . .  36,020
10,000 a t  $3 .602
F in i s h e d  p a r t s — Y  . . . .  46,424
8 ,000 a t  $5 .803 
W o r k  in  p ro g r e s s —
D e p a r tm e n t  1 . 
D e p a r tm e n t  2 . . . .
P a r t s  f in ish e d  in  D e ­
p a r tm e n t  1 a n d  D e ­
p a r tm e n t  2 .
W o rk  in  p ro g r e s s — D e ­
p a r tm e n t  3—
F in is h e d  p a r t s .............  94,050
10,000 P a r t  Y  a t  
$ 3 .6 0 2 = $ 3 6 ,0 2 0
10 ,000 P a r t  X  a t  
$ 5 .8 0 3 = $ 5 8 ,0 3 0
F in i s h e d  P a r t s — X  . . . .
F in i s h e d  P a r t s — Y  . . . .
F in i s h e d  p a r t s  u s e d  in
D e p a r tm e n t  3.
F in i s h e d  p r o d u c t .............  109,050
10,000 a t  $10 .905
W o r k  in  p ro g r e s s — D e ­
p a r tm e n t  3 .............
U n i ts  o f  p r o d u c t  f in ish e d  
d u r in g  m o n th .
21 .800
36,020
46,424
10. C o s t  o f  g o o d s  so ld  . . . .  
F in i s h e d  p r o d u c t .............
1 2 ,000 a t  $10.905
F in i s h e d  p r o d u c t  so ld  
a n d  s h ip p e d  d u r in g  
m o n th .
11. A c c o u n ts  r e c e i v a b l e . . . .  
S a le s  ......................................
12,000 a t  $20.00
130,860
240,000
S a le s  s h ip p e d  
m o n th .
d u r in g
12. S e ll in g  a n d  a d m in is ­
t r a t i v e  e x p e n s e  . .  .
V a r ia n c e — s e ll’g  a n d  a d ­
m in i s t r a t iv e  e x p e n s e .
V o u c h e r s  p a y a b le ,  a c ­
c r u e d  l ia b i l i t ie s ,  e t c . .
60,000
B a la n c e  ............................................................. $200,000
J . E . 1 .............................................................  52,000
S T O R E S
$49,800
W O R K  I N  P R O G R E S S — D E P A R T M E N T  1
B a la n c e  .................................
J .  E . 2— D ire c t  M a te r ia l  
J .  E . 3— D ire c t  L a b o r  . . .  
J .  E . 6— B u rd e n  ...................
$500
20,500
10,000
6,000
M a te r ia l
36,020
W O R K  I N  P R O G R E S S — D E P A R T M E N T  2
J .  E . 2— D ire c t  M a t e r i a l ....................... $24,300
J .  E . 3— D ire c t  L a b o r ............................  16,000
J . E . 6— B u rd e n  ......................................... 6 .400
$66 ......................................  M a te r ia l
46,424 .............................................................
B a la n c e  .................................
J .  E . 2— D ire c t  M a te r ia l  
J .  E . 3— D ire c t  L a b o r  .
J .  E . 6— B u rd e n  .............
J .  E . 8— F in is h e d  P a r t s
W O R K  I N  P R O G R E S S — D E P A R T M E N T  3 
$109,050 ..........................
B a la n c e  
J .  E . 7
B a la n c e  
J .  E . 7.
$200
5,000
6 ,000  
4,000
94,050
F I N I S H E D  P A R T S  X  
$36,020 .. $21,612 
36,020
F I N I S H E D  P A R T S  Y
$58,030 .$34,818
46,424
B a la n c e  
J .  E . 9
J .  E . 1
F I N I S H E D  P R O D U C T  
$130,860 . .$43,620
109,050
M A T E R IA L  V A R IA N C E — P R I C E
............  $2,000
V O U C H E R S  P A Y A B L E , E T C .
J .  E . 3- 
J .  E . 3- 
J .  E . 3-
J .  E . 3 
J .  E . 4
- D e p a r tm e n t  1 
- D e p a r tm e n t  2 
- D e p a r tm e n t  3
$54,000 ..........
1 1 ,8 0 0  ...........
58,000 ..........
D IR E C T  L A BO R  V A R IA N C E
.......... $200
..........  320
..........  400
F A C T O R Y  B U R D E N  
$ 10,000 $21,800 . 
11,800
36,020
58,030
109,050
130,860
240,000
2,000
58,000
J .  E . 2
J .  E . 5 
J .  E . 7
J .  E . 5 
J .  E . 7
J .  E . 9
J .  E . 8
J .  E . 8
J .  E . 10
B a la n c e  
J .  E . 1 
J .  E . 4 
J .  E . 12
J .  E . 6
6 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T January,
A C C R U E D  F A C T O R Y  P A Y  R O L L
$42,920 ....................
M A T E R IA L  V A R IA N C E — Q U A N T IT Y
J . E . 5- 
J .  E . 5-
-D e p a r tm e n t  1 
- D e p a r tm e n t  2 .................... 66
B U R D E N  V A R IA N C E — U N A B S O R B E D
J . E . 6 
J .  E . 6—  
J .  E .
D e p a r tm e n t  1 
D e p a r tm e n t  2 
D e p a r tm e n t  3
$1,200
3,200
800
J .  E . 6
J .  E . 10
B U R D E N  V A R IA N C E — E X P E N S E
................. $2 0 0
C O S T  O F  G O O D S  S O L D
.......... . .  $130,860
A C C O U N T S  R E C E I V A B L E
B a la n c e  
J .  E . 11
J .  E . 12
J .  E . 3
......................................  $240,000
S A L E S
$240,000 .............................. ......................
S E L L IN G  A N D  A D M IN IS T R A T IV E  E X P E N S E  
......................................  $60,000
V A R IA N C E  S E L L IN G  A N D  A D M IN IS T R A T IV E  E X P E N S E
$2,000  .........................................
J .  E . 11
J .  E . 12
IN T E R S T A T E  M A N U F A C T U R IN G  CO. 
P R O F I T  A N D  L O S S  S T A T E M E N T  
J a n u a r y ,  1928
S a le s  .............  12,000 u n i t s  a t  $20.00 $240,000
200
C o s t o f  g o o d s  s o l d :
S ta n d a r d  
C o s t . .  12,000 u n i t s  a t  $10.905
V a r ia n c e s —
M a te r ia l— P r ic e  ..........  $2,000
M a te r ia l— Q u a n tity  . .  146
D ire c t L a b o r .............. 920
B urd en  —  U nabsorbed 5,200
$130,860
B u rd e n — E x p e n s e
T o t a l .......................
C o s t  o f  g o o d s  s o ld  
G ro s s  p ro f it  ............................
S e ll in g  a n d  a d m in is t r a t iv e  
e x p e n s e —
S ta n d a r d  e x p e n s e  ..........  60,000
V a r ia n c e  ............................  (2 ,0 0 0 )
T o ta l  ..................
N e t  p ro f it  f o r  m o n th
8 ,466
139,326
$100,674
58,000
42,674
INTERNATIONAL CONGRESS ON ACCOUNTING
The In te rn a tio n a l C ongress on Ac­
counting  w ill m eet in  New Y ork C ity the 
w eek of Septem ber 9, 1929. H otel Com­
m odore w ill be h ead q u arte rs  and  the  
v arious sessions w ill be held  there .
D uring  th e  sessions of th e  Congress an  
exh ib it w ill be held in  th e  bu ild ings of 
New Y ork U niversity  a t  W ashington  
Square of a ll th e  un ifo rm  cost system s 
of trad e  associations and  ind u s trie s . E f­
fo rts  w ill be m ade to  have  rep resen ta tives  
of these associations p re sen t a t  s ta ted  
hou rs for th e  purpose of exp la in ing  th e  
system s to  the  delegates.
D uring  th e  sessions of th e  C ongress an  
exh ib it w ill be held  in  th e  bu ild ing  of 
the  School of B usiness of Colum bia U ni­
v e rs ity  of h is to rica l m a te ria l re la tin g  to  
accounting from  the  ea rlie s t tim es down 
to  recen t date. P ho to s ta tic  m a te ria l and 
ac tu a l books and  docum ents w ill be on 
d isplay. I t  is  hoped th a t  o ther in s ti tu ­
tions and o rgan iza tions w ill cooperate in  
loan ing  m ate ria l.
The lead ing  papers a re  to  be p rin ted  
and d is trib u ted  to  a ll delegates and m em ­
bers a t  th e  opening of th e  Congress in
F rench , G erm an and  E nglish . A n edi­
tio n  w ill be p rin ted  in  S panish  if  su f­
ficient in te re s t is  elic ited . I t  is n o t in ­
tended  th a t  th e  p rin ted  papers sh a ll be 
read . I t  is  assum ed th a t  th e  delegates 
w ill have  read  and digested them  in  ad­
vance. H ence th e  chairm an  of each 
m eeting  w ill m erely  p resen t th e  au tho rs , 
w hereupon th e  subject w ill be open for 
d iscussion from  th e  floor. T h is w ill a f­
ford  m ore tim e for the  delegates to  dis­
cuss th e  papers.
M onday m orn ing , Septem ber 9, w ill be 
given over to  th e  d iscussion  of “Legis­
la tio n .” P repared  papers w ill be p re ­
sented  by rep resen ta tiv es  of th e  d ifferen t 
coun tries th roughou t th e  en tire  w orld  
covering present-day conditions. The 
suggested topics th a t  m ig h t be d is­
cussed a re : L egislation  affecting th e  pub­
lic p rac tice  of accoun ting ; L egisla tion  
w hich m ay  affect accounting  in  th e  de­
te rm in a tio n  of costs for im port duties, 
e tc.; L eg isla tion  affecting accounting  in  
p riv a te  in d u s try  fo r ta x  purposes or in  
m ergers; L eg isla tion  affecting  public and  
p riv a te  accoun tan ts in  so fa r  a s  i t  con­
cerns th e ir  responsib ilities to  c red ito rs 
and investors, m ore p a rticu la rly  in  view  
of w ider d is trib u tio n  of stocks and bonds, 
w h a t h a s  been o r m ay be done to  safe­
gu ard  the  in te re s t of in te rn a l and ex­
te rn a l inves to rs ; L eg islation  affecting 
th e  accoun tan t in  h is  re la tion  to  m anage­
m en t; L eg isla tion  affecting  th e  accoun t­
a n t in  p ro spectu ses .
The afternoon  session w ill be given 
over to  th e  sub jec t of “E ducation ,” th e  
purpose being to p resen t a ll available 
d a ta  as to  organized educational w ork 
in  accounting  conducted by e ith e r p riv a te  
or p rofessional bodies, includ ing  such a s ­
sociations as th e  N ational E lec tric  L igh t 
A ssociation, th e  C ontro llers A ssociation, 
etc., in  add ition  to  the  well know n pro­
fessional societies. E ducational p ro­
gram s covering  accounting  w ill be 
g iven show ing w h a t th e  u n iv e rs itie s  
th ro u g h o u t the  w orld a re  u n d ertak in g  
and  th e  p rogram s presen ted  by public 
accoun tan t o rgan iza tions for th e  bene­
fit of th e ir  own staffs w ill also be p re­
sented.
T uesday w ill be en tire ly  occupied 
w ith  th e  study  of “D epreciation .” The 
sub ject w ill be p resen ted  from  th e  s tan d ­
po in t of taxa tion , from  the  s tan d p o in t of 
th e  investo r in  securities, a s  affected by 
reapp ra isa ls , as affected by p rog ress in  
th e  a r ts  an d  by th e  post-w ar reo rg an i­
za tion  of in d u s try , and  as  re la ted  to  cost 
o f production . I t  is  probable th a t  in  
th e  afte rn o o n  group conferences w ill be 
a rran g ed  fo r th e  in tensive  study  of th e  
several view points.
W ednesday w ill be devoted to  a  d is­
cussion  of “F in an c ia l S ta tem en ts.” In  
th e  m orn ing  “The P rincip les of V alua­
tio n ” w ill be considered un der th e  sub­
heads: C apita l A ssets, C u rren t A ssets 
and  E arned  S u rp lu s A vailable fo r D ivi­
dends in  No P a r  V alue Stock. T his w ill 
be followed by a  consideration  of the  
“S tan d ard iza tio n  of B alance Sheets.”
In  th e  afternoon  th e  “F orm  and  T ext 
of A ccountan t’s R epo rts” w ill be d is­
cussed w ith  specia l Reference to  th e  
p resen ta tion  of s ta tis tic a l m a te ria l and 
the  ex te rn a l influences affecting  ac­
countancy  practices. T his w ill be fol­
lowed by a d iscussion  of th e  “A ccount­
a n t’s R esponsib ility  fo r th e  Inven to ry .”
T h u rsd ay  w ill be devoted to  a  study  
of th e  “Cost of P roduction .” In  th e  
m orn ing  special a tten tio n  w ill be given 
to how  stan d a rd  costs m ay be prede­
te rm in ed  an d  th e  va rio u s opera tive  
procedures.
In  th e  afternoon  “Selling  Costs” w ill 
be considered from  th e ir  va rio u s angles.
 F rid a y  w ill be given over to  th e  gen­
era l subject of "B udgets.” In  th e  m orn­
in g  th e  p re sen t s ta tu s  of com m ercial 
budge ta ry  prac tice  w ill be presen ted  a s  
i t  a ss is ts  in  fo recasting  and p lan n in g  
and  enables a  financial contro l policy in  
(C o n tin u e d  o n  p a g e  30 )
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How the Accountant Can Better Serve the 
Business Public
A ddresses de liv ered  a t  m ee ting  o f T he Ohio Society  of C ertified  P u b lic  A cco u n tan ts , a t  C leveland, Ohio,
O ctober 19, 1928, by C leveland  b usiness  an d  p ro fessio n a l m en on th e  sam e su b je c t
As Viewed by the Commercial Executive
B y J .  H . D IP P E L , S ec re ta ry , T he H a lle  B ros. Co.
Y OUR Society, in  fo rm u la tin g  its  p ro g ram , I fee l h as  fo llow ed so m ew h a t th e  s to ry  of th e  fo u r  
b lind  m en of In d ia , w ho w ere ask ed  to  
d escribe  an  e lep h a n t. E ach  m an  w as 
led  up to  th e  an im a l, an d  p lac ing  h is 
h an d  upon  i t  d escribed  i t  in  to ta l  in ac­
co rdance  w ith  h is fee lin g  of th e  p lace 
he touched . One to u ch ed  th e  tru n k , a n ­
o th e r  th e  tu sk s , a n o th e r  th e  side and  
a n o th e r  th e  ta il.
In  p re se n tin g  fo u r  op in ions fro m  d if­
fe re n t sources, y o u r m em bers  secure 
d iffe ren t v iew poin ts.
T h ere  a re  m any w ays in  w hich  th e  
a c c o u n ta n t serves th e  com m ercia l 
w orld— th ro u g h  th e  d ire c t o r in d ire c t 
influence of h is  ass is tan ce , th ro u g h  h is  
an a ly s is  o r h is  reco m m en d atio n s.
As you a ll a re  aw are , m y business 
connection  is th a t  of S ec re ta ry  of T he 
H alle  B ros. C om pany, a  D ep a rtm en t 
S tore . I sh a ll briefly  describe  to  you one 
of th e  m ost o u ts ta n d in g  developm ents 
in  th e  acco u n tin g  p ro ced u re  of d e p a r t­
m en t s to re s  an d  sh o u ld  y o u r o rg an iza ­
tio n  be in s tru m e n ta l in  fu r th e r in g  th e  
s tu d y  a long  s im ila r lines  in  o th e r  th a n  
th e  d e p a r tm e n t s to re  field, I am  su re  
g re a t benefit w ill be d erived  by all.
W h a t in d u s tr ie s  h av e  s ta n d a rd  m e th ­
ods of a cco u n tin g ?  I m ean  a m ethod  
th a t  is s e t up  as a s ta n d a rd  p ro ced u re  
fo r a ll in s ti tu tio n s  in  s im ila r lines?  T he 
ra ilro a d s  have , b u t by com pulsion  of 
F e d e ra l a u th o r ity . P u b lic  U tilitie s—  
Yes— b u t only so  fa r  a s  th e  a u th o r ity  
of th e  p a r tic u la r  C om m ission to  w hom  
th ey  a re  resp o n sib le  o r from  w hom  they  
o b ta in  th e ir  fran ch ise . B anks, su re ly  
n o t—th ey  o p e ra te  u n d e r  N a tio n a l o r 
S ta te  C h a rte rs  h a n d lin g  th e i r  m ethod  of 
acco u n tin g  in  acco rdance  w ith  th e  p re ­
scribed  p rac tic e s  of th e se  a u th o r it ie s , 
and  th ey  a re  also governed  by ru le s  and  
p rac tices  as se t up  by th e  F e d e ra l R e­
serve  System  an d  C lea rin g  H ouse A sso­
c iations.
C ost A cco u n tan ts  have  been  m ak in g  
g re a t s tr id e s  to w ard s  th e  so lu tio n  of 
the  ever p re se n t an d  m uch  d eb a te d  su b ­
jec t of th e  d is tr ib u tio n  of th e  in ev itab le  
overhead  p o rtio n  of costs . In  th e  de­
p a rtm e n t s to re  field th e re  h a s  been  se t 
up a s ta n d a rd  p rac tic e  o r m an u a l 
w hich is fo llow ed by th e  m a jo r ity  of 
th e  in s ti tu tio n s  in  th is  field. T h ere  a re
m ore  an d  m ore  con v erts  each  y ear, so 
th a t  in  m y op in ion  i t  w ill n o t be long 
befo re  th is  p rac tice  is fo llow ed  by a ll 
s to res , w h e th e r  la rg e  o r sm all.
You, no do u b t, h av e  n o ticed  th e  
p rom inence  g iven to  th e  re p o r ts  of De­
p a r tm e n t S to res  in  th e  m o n th ly  b u lle ­
tin s  of th e  v a rio u s  F e d e ra l R eserve  
B anks of th e  co u n try . Such in fo rm a­
tio n  cou ld  h a rd ly  be o b ta in ed  by  th e  
v a rio u s  b a n k s  an d  so se t up  an d  ta b u ­
la te d  to  be of benefit, if th e  m ethod  
of re p o r tin g  o r a cco u n tin g  of th e  v a r i­
ous s to re s  w ere  n o t un ifo rm .
W h a t b ro u g h t th is  a ll ab o u t?
Some e ig h teen  yea rs  o r m ore ago, a  
g ro u p  of d e p a r tm e n t s to re  a cco u n tan ts , 
a ffilia ted  w ith  th e  N a tio n a l R e ta il D ry 
Goods A ssociation , w ho a f te rw a rd s  ac ­
q u ired  th e  m ore d ignified  ti t le  of Con­
tro lle rs , fo rm ed  a com m ittee  to  se t up  
a  s ta n d a rd  m e th o d  of acco u n tin g  fo r  
d e p a rtm e n t s to res . T hey  d iv ided  th e ir  
p rob lem  in to  tw o m a jo r  d iv isions,— one 
th a t  becam e know n as “ T H E  R E T A IL  
IN V EN TO R Y  M ETH O D ” an d  th e  sec­
ond  as “ T H E  STANDARD E X P E N S E  
C LA SSIFIC A T IO N ” w hich  a f te rw a rd s  
g rew  in to  th e  “ STANDARD ACCOUNT­
ING C LA SSIFIC A T IO N .”
W h a t w as accom plished?
By th e  use  of th e  R e ta il In v en to ry  
M ethod, th ey  w ere  ab le  to  a sc e r ta in  th e  
p ro p e r m a rk e t v a lu e  of th e  m erch an ­
dise in  stock  on  h an d  a t  th e  end  of 
an y  re p o r t period , w ith o u t th e  necess ity  
of ta k in g  a  physica l in ven to ry .
T h is perio d  could  b e  w eekly , 
m on th ly , q u a r te r ly  o r sem ian n u a lly —  
th u s  be in g  ab le  to  know  fro m  m o n th  
to  m o n th  th e  p ro fit of th e  b usiness an d  
n o t one th a t  w as guessed  a t  by  u sin g  
averages . T he m a rk e t v a lu e  of th e  
s tock  on h an d  is a rr iv e d  a t  by  d ed u c t­
ing  from  th e  r e ta il  v a lu e  of th e  stock  
on h an d  ( th is  re ta il  v a lu e  be in g  th e  
price  w hich  w as se t by co m p e titio n ) a 
p e rcen tag e  of m a rk -u p , red u c in g  th e  re ­
ta i l  office in v en to ry  to  a  figu re  th a t  
re p re se n ts  th e  c u r re n t m a rk e t v a lu e  of 
th e  s to ck s on  h an d .
By th is  m eth o d  th ey  se t up  a  s ta n ­
d a rd  w hich  took  aw ay  fro m  an y  in te r ­
e sted  p a rtie s  th e  o p p o rtu n ity  of in ­
c rea s in g  o r d ec reas in g  th e  v a lu e  of th e  
in v en to ry  on h an d , m ak in g  i t  u nnec­
essary  to  look  up costs, check  w ho le­
sa le  m a rk e t va lue , n o r reco rd  costs
upon  th e  p rice  tic k e t of every  a r t ic le  
c a rr ied  in  stock . N or is i t  n ece ssa ry  
fo r one to  h a z a rd  th e  guess of th e  co s t 
n o r th e  p ro p e r m a rk e t v a lu e  of th e  
a rtic le .
T he T re a su ry  re g u la tio n s  p re sc r ib e  
th a t  fo r incom e T ax pu rp o ses e i th e r  
cost, o r C ost o r M ark e t (w h ich ev er is 
low er) m ay  be u sed  to  a sc e r ta in  th e  
p ro fits of th e  business.
In  y o u r ow n pro fession , I am  s u r e  
th a t  each  one of you, in  s tu d y in g  th e  
in v en to ry  on th e  s ta te m e n t to  w h ich  
you certify , do n o t pass lig h tly  upon  
th e  v a lu e  se t up  fo r  th e  in v e n to ry , 
n o r fa il to  m ake  sufficient te s ts  to  
sa tis fy  y ou rse lves as to  th e  c o rrec tn e ss  
of th e  va lues . T he R e ta il In v e n to ry  
M ethod m ore  n e a rly  th a n  an y  o th e r  
know n  m ethod , e s tab lish e s  th e  m a r k e t  
va lue  of th e  th o u sa n d s  upon  th o u s a n d s  
of item s com prising  th e  in v en to ry  o f  
d e p a r tm e n t s to res .
As fa r  as E X P E N S E S  go, th e  f irs t 
a tte m p t a t  s ta n d a rd iz a tio n  m ere ly  con­
sis ted  of d iv id ing  th e  E x p en se  of D o in g  
B u sin ess  in to  s ix teen  m a jo r  c lassifica­
tio n s  o r d iv isions of E xpense. T h is  
h a s  since been  d iv ided  in to  five fu n c ­
tio n a l d iv isions as fo llow s: 
A d m in is tra tiv e  E xpense 
O ccupancy E xpense 
P u b lic ity  E xpense 
B uy ing  E xpense 
S elling  E xpense.
In to  th ese  d iv isions a ll of th e  d ir e c t  
expenses specifically  ch a rg eab le  to  t h e  
v a rio u s  d e p a rtm e n ts  a re  p laced  an d  a  
m eth o d  is se t up to  d is tr ib u te  th e  in ­
d ire c t o r o v e rh ead  expenses to  th e s e  
five d iv isions. S to res th u s  a re  ab le  t o  
m ake  com parisons am o n g s t th em se lv e s  
e ith e r  d irec tly , o r th ro u g h  g ro u p s o r a s ­
soc ia tions, as th e y  desire .
T he G rad u a te  School of B usiness A d­
m in is tra tio n  of H a rv a rd  U n iv e rs ity  
com piles fo r  th is  in d u s try  s ta n d a rd s  
m ade up  of th e  h u n d re d s  of r e p o r ts  
filed w ith  th em  a n n u a lly . T hese  a r e  
ta b u la te d  as a  w hole fo r  th e  in d u s try  
an d  th e y  a re  fu r th e r  ta b u la te d  b y  
g roups, b a sed  upon  th e  vo lum e of b u s i­
ness done by th e  s to res . T h is b eco m e s 
a  m easu rin g  s tick  by w hich  th e  con­
tr ib u t in g  s to re  can  ra te  its  ow n p e r­
fo rm ance .
In  y o u r p ro fession  you have  th e  op­
p o r tu n ity  fo r s tu d y  a lo n g  s im ila r lin e s ,
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— th e  se t tin g  up  o f s ta n d a rd s  by  w hich  
th e  g re a t  in d u s tr ie s  of th e  co u n try  can  
m easu re  them selves. T h is  w ou ld  a s ­
s is t, in  m y op in ion , in  c u tt in g  dow n 
b usiness fa ilu re s . I t  w ou ld  give M an­
ag em e n t b e tte r  o p p o rtu n itie s  of check ­
in g  th e  re s u lts  of th e ir  o p e ra tio n s  
a g a in s t th e  re s u lts  of co m p ara tiv e  b u s­
inesses an d  th u s  g ive th em  th e  chance 
to  m ore p ro p e rly  find th e i r  ow n s ta tu s  
an d  ta k e  th e  necessa ry  s tep s to  rem edy  
any  im p o rta n t s i tu a tio n  th a t  th is  com ­
pariso n  m ay reveal.
T he g re a tly  d is tr ib u te d  o w nersh ip  of 
C o rp o ra tio n s th ro u g h  th e  S tock  M arke t, 
is c re a tin g  a k een e r d em an d  fo r  in fo r­
m a tio n  ab o u t th e  affa irs  an d  re la tiv e  
s ta n d in g  of s im ila r o rg an iza tio n s . A re 
business co n d itio n s  th ro u g h o u t th e  
co u n try  im proved  by fa ilu re s?  E m ­
ph a tica lly , NO.
K now ledge of o p e ra tio n s ,— of possi­
ble com parison  even th o u g h  n o t pub- 
lica lly  know n— if know n  to  th e  execu­
tives of th e  in d u s tr ie s  them selves, w ould
W H IL E  I fe lt  g re a tly  h o n o red  by th e  in v ita tio n  of y o u r p ro g ram  com m ittee , ex ten d ed  by Mr. 
M cConkie, to  p a r tic ip a te  in  th e  d iscu s­
sion  of “ H ow  T he A cco u n tan t C an B et­
te r  S erve th e  B usiness  P u b lic ,” I ac­
cep ted  w ith  th e  h e s itan cy  th a t  you 
w ou ld  expect fro m  an y  lay m an  v en ­
tu r in g  in to  th is  te ch n ica l field. My 
ig n o ran ce  is ap p a llin g , b u t I  u n d e r­
s ta n d  th a t  you do w a n t th e  lay m an 's  
v iew po in t an d  I am , th e re fo re , su re  
th a t  you w ill d ea l m erc ifu lly  w ith  any  
com m ents th a t  a re  to ta lly  u n ju s tified  
an d  possib ly  im p rac tic a l w hen  m easu red  
by  y o u r te ch n ica l know ledge an d  ex­
perience.
T he pub lic  a c c o u n ta n t occupies a 
m ost u n iq u e  an d  u n u sa l p osition  in 
b u sin ess  life  in  th a t  you a re  em ployed 
by y o u r c lien t w ho m u s t fo o t y o u r b ill 
and , n ev e rth e le ss , you ow e a d u ty  to  
th e  pub lic  th a t  v ery  f re q u e n tly  m u s t 
ru n  c o u n te r to  th e  w ishes an d  desires 
of y ou r em ployer. I  d o u b t if  th is  is 
tr u e  of an y  o th e r  p ro fess io n ; c e rta in ly  
it  is n o t tr u e  to  an y  co m p arab le  d e ­
gree . F ro m  th e se  in tro d u c to ry  re ­
m ark s , you w ill p ro p e rly  in fe r  th a t  m y 
o b se rv a tio n s  w ill s tre s s  th is  d u ty  to  
th e  public. T he b an k e r, th e  m e rch an ­
d ise  c re d ito r an d  th e  s to ck h o ld e rs  a re , 
in  m y ju d g m e n t, e n ti tle d  to  a  d isc losu re  
of th e  in fo rm a tio n  w hich  com es to  you 
in  th e  p e rfo rm an ce  of y o u r w ork . I 
am  positive  th a t  ev ery  m em ber of y ou r 
society  is s tr iv in g  fo r  th e  id ea l fo rm  of 
em p loym en t w hich  w ould  p e rm it th e  
pub lic  a c c o u n ta n t to  m ake  a  th o ro u g h  
an d  com plete  a u d it  w ith o u t re se rv a ­
tions, an d  I  rea lize  th a t  th e  tendency ,
su re ly  tend  to  p ro m o te  success, p rev en t 
fa ilu re  an d  keep  th e  w heels of in d u s try  
busily  tu rn in g .
T he job  of an  acco u n tan t, is in  my 
opin ion , m o re  th a n  one of c e rtify in g  
to a s ta te m e n t. H e sho u ld  be a w el­
com ed in d iv id u a l an d  n o t one w ho is 
considered  as a  necessa ry  evil b ro u g h t 
in  th ro u g h  som e o u ts id e  influence. H e 
sh ou ld  be one w ho could  te ac h — one 
w ho h a s  g a th e re d  to g e th e r  s ta tis tic s  
an d  one w ho sh ou ld  be ab le  to  in te rp re t  
th em  an d  is an  adv iso r— n o t a lone  to  
sick  o rg an iza tio n s , b u t a s  one fitted  to 
use  h is  know ledge an d  influence in 
th e  m a t te r  of th e  p rev en tio n  of d isas te r .
Success b reeds success. Successfu l 
o rg an iza tio n s  s ta y  in  business, m ake 
m oney,— h ire  acco u n tan ts  an d  co n tin u e  
to  do so.
A D oct6 r c an n o t serve  h is  p a tie n t 
a f te r  d ea th , n o r  can  an  a c c o u n ta n t do 
b usiness  w ith  any  o rg an iza tio n  a f te r  
th e  rece iv e r h a s  w ound up its  a ffairs .
p a r t ic u la r ly  am ong  sm a lle r  co rp o ra ­
tions, is to  lim it th e  scope of y o u r in ­
v es tig a tio n . I t  is on ly  fa ir  to  add  th a t , 
in  m o s t of such  in s tan ces, th e  lim ita ­
tio n  of y o u r fu n c tio n  is n o t based  upon  
a desire  of th e  m an ag e m en t to  conceal 
o r w ith h o ld  in fo rm a tio n , b u t b ecause  of 
a fa lse  id ea  o f econom y. I  suppose we 
m u s t expect th a t  in  th ese  h ig h ly  com ­
p e titiv e  days m an ag e m en t desires  to 
g e t a ce rtif ica te  fro m  you, b u t, to save 
m oney, te lls  you th a t  you m u s t n o t do 
th is  an d  you m u s t n o t do th a t, w ith  th e  
in ev itab le  r e s u lt  th a t  th e  ave rag e  lay ­
m an  can n o t p ro p e rly  u n d e rs ta n d  o r in ­
te rp re t  th e  co n d itio n a l ce rtif ica te  th a t  
is g iven.
F ro m  th e  s ta n d p o in t of th e  b an k e r, 
m erch an d ise  c re d ito r  o r sto ck h o ld e r, i t  
is ju s t  as im p o rta n t an d  d esirab le  fo r 
th e  a c c o u n ta n t to  p a rtic ip a te  in  th e  in ­
v en to ry  figu res so th a t  th e  acco u n tan t 
can  m ak e  as defin ite  a  ce rtif ica te  w ith  
re g a rd  to  in v en to ry  as he  a lw ays in ­
s is ts  upon  m ak in g  w ith  re g a rd  to cash  
an d  b an k  balances. In  m y ju d g m en t, 
i t  does n o t suffice to say  th a t  you have 
fa i th  in  an d  re ly  upon  th e  in d iv id u a ls  
d e s ig n a ted  by th e  m an ag em en t to m ake  
th e  inv en to ry .
T he sam e com m en t app lies w ith  ju s t  
as m uch  im p o rtan ce  to  th e  s ta tu s  of 
th e  accoun ts  an d  b ills  rece ivab le . I 
know  th a t  th e  ten d en cy  is fo r m an ag e­
m en t, in  th e  in te re s t  of econom y an d  
fo r  o th e r  reaso n s, to  re q u e s t th a t  no 
verifica tion  o f th ese  receivab les be h ad  
th ro u g h  d irec t com m un ica tion . T h is 
is a n o th e r  exam ple of unw ise econom y.
T he s to ck h o ld e r, to  a f a r  g re a te r  d e­
g ree  th a n  th e  b a n k e r  o r c red ito r , w an ts
in fo rm a tio n  a b o u t h is  com pany th a t  is 
f re q u e n tly  n o t av a ilab le , possib ly  in  
m an y  in s tan ces  b ecause  m an ag e m en t 
in s is te n tly  u rg e s  no d isc losu re . F o r  
in s tan ce , a ba lance  sh ee t com bin ing  
lan d , bu ild in g s , m ach inery , an d  eq u ip ­
m en t, an d  p a te n ts , an d  good w ill u n d e r 
one lum p  su m  m eans v ery  l i t t le  to  th e  
s to ck h o ld e r o r p ro spec tive  in v es to r de­
s iro u s  o f m a k in g  a  re a l an a ly s is  of th e  
w o rth  of th e  com pany. T he show ing  of 
lan d  se p a ra te ly  p e rm its  h im  to  re a c h  a 
decision  a s  to  such  book v a lu e  be ing  
below  o r in  excess of th e  a c tu a l va lue . 
T he sam e com m en t w ou ld  app ly  to  th e  
o th e r  item s, p a r tic u la r ly  to  th e  item  
of p a te n ts  an d  good w ill, w h ich  a re  
fre q u e n tly  c a rr ied  a t  a  v ery  no m in a l 
figure n o t a t  a ll in d ica tive  of th e  re a l 
v a lu e  based  upon  e a rn in g  p oss ib ilitie s . 
I  do n o t a t  a ll u rg e  th e  w rit in g  up of 
such  in ta n g ib le  v a lu es on th e  s ta te m e n t, 
b u t i t  is im p o rta n t to  know  th e  e x te n t 
of such  in tan g ib le s  as show n by th e  
s ta te m e n t. As a  laym an , I  m ig h t go so 
f a r  as to  th in k  i t  d es irab le  fo r  th e  ac­
c o u n ta n t to  com m en t on in fo rm a tio n  
le a rn e d  by him , in  th e  cou rse  of h is  in ­
v es tig a tio n , in d ica tin g  th a t  su ch  slow  a s ­
se ts  a re  w o rth  su b s ta n tia lly  m ore  o r 
su b s ta n tia lly  less th a n  th e  book  figures, 
b u t in  th is  com m en t I d o n ’t  m ean  to  
im ply  an  ob lig a tio n  to in v es tig a te  an d  
ap p ra ise  such  asse ts . A p rac tic e  th a t  
h a s  som e b e a rin g  on th is  phase  of th e  
m a tte r  is a  ten d en cy  of m an y  execu tives 
to  ch a rg e  ev e ry th in g  possib le to  ex­
pense, th u s  fa ilin g  to cap ita lize  p ro p ­
erly . W hile  a b a n k e r  p a r t ic u la r ly  d e ­
sire s  b u sin ess  to  be co n serv a tiv e  in  
such  m a tte rs , an d  w hile  I  firm ly  ad ­
vocate  every  le g itim a te  ch a rg e  to  ex­
pense th a t  is p erm iss ib le  u n d e r  o u r in ­
com e ta x  law s, th e  o th e r  ex trem e  does 
n o t seem  ju s tified  and  is p a rt ic u la r ly  
m is lead in g  to th e  s to ck h o ld e r.
F ro m  th e  s t a n d p o in t  of, th e  executive 
re sponsib le  fo r  m an ag em en t, I am  su re  
th a t  th e  m em bers of y o u r society  keep  
in fo rm ed  an d  up  to  d a te  on  im prove­
m en ts  in  acco u n tin g  m ethods an d  sys­
tem s, an d  I am  su re  th a t  you re n d e r  to  
th e  m an ag e m en t a re a l an d  e sse n tia l 
serv ice  in th is  respec t. T here  is h e re , 
how ever, i t  seem s to  m e, a d an g e r of 
too  m an y  com plica tions beyond th e  
a b ility  of ad e q u a te  p e rfo rm an ce  by ex­
is tin g  perso n n e l.
S im ilarly , from  th e  s ta n d p o in t of th e  
executive, an  a c c o u n ta n t can  re n d e r  in ­
v a lu ab le  serv ices in  th e  com plete  an a ly ­
sis of o p e ra tin g  re su lts , p a r t ic u la r ly  if 
th e  a cc o u n ta n t be so fo r tu n a te  as to  
be fa m ilia r  w ith  o th e r  o p e ra tin g  re ­
su lts  in  th e  sam e in d u s try , as th is  w ill 
en ab le  h im  to  p o in t o u t w eaknesses in  
re la tio n  to  excessive ra tio  app licab le  to  
o verhead , pay  ro ll, sa le s  e ffo rt an d  
even m a te r ia l pu rchases.
I s in cere ly  hope th a t  you w ill n o t 
re a c t to  th ese  com m en ts as b e in g  m ere ly
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c ritic a l an d  n o t co n stru c tiv e , b u t, as 
I h av e  a lre a d y  sa id , I  am  confiden t th a t  
m any  of m y com m en ts w ou ld  be m ade 
by you a  m ere  m a t te r  of ju s tifiab le  ro u ­
tin e  if you cou ld  se ll y o u r c lien t th e  
d es irab ility  of a  com plete  a u d it  th a t
“G alsw orthy, in  h is play, ‘W indow s,' u t­
ters th is  ph ilo sophy: ‘A n ’ the  people ta lk  
of progress. W h a t a  sooperstition . Of 
course, there a in 't no progress. I t ’s a  
w orld-w ithout-end affair. Y ou 've got to  
m ake up  your mi n d  to i t  and no t be d is­
couraged. A ll  th is  depression comes fro m  
‘avin ' ’igh  ’opes. ’A ve low ’opes and you ’ll 
be a ll r ig h t’.”
T H IS  m ay  be fa lse  ph ilosophy . N everthe less , i t  is n o t w ith  th e  id ea  th a t  I  expect to  advocate  
an y  g re a t re fo rm s  in  th e  acco u n tin g  sy s­
tem , o r in  th e  re p o r ts  fu rn ish e d  by you 
g en tlem en  th a t  I  a ccep ted  th e  in v ita ­
tio n  to  ad d re ss  you . I t  is w ith  a g re a t 
d ea l of re lu c ta n c e  th a t  I  ap p ro ach  th e  
su b je c t a ss ig n ed  to  m e. P u b lic  ac­
c o u n ta n ts  have  m ad e  so m uch  p ro g re ss  
in  th is  co u n try  d u r in g  th e  la s t q u a r te r  
of a  cen tu ry , th e i r  p ro fessio n  h a s  b e ­
com e so w ell k now n  an d  th e i r  re p o r ts  
have  becom e so s ta n d a rd iz e d  th a t  i t  
seem s a lm o st a  w aste  of tim e  to  su g g es t 
how  th e  a c c o u n ta n t can  b e tte r  serve  th e  
business public .
N o th in g  h u m a n  is p e rfec t. A m a­
ch ine  m ay  tu r n  o u t th e  sam e p ro d u c t 
day  in  a nd  day  o u t. T h is is n o t t ru e  
of th e  b ra in  cells of th e  in d iv id u a l. 
W hen  i t  com es to  financia l s ta te m e n ts , 
each  a c co u n tan t, w h ile  he m ay  a tte m p t 
to  s ta n d a rd iz e  in  th e  m a tte r s  se t fo r th  
in h is  re p o r t, y e t such  re p o r t  m u s t d if­
fe r , ju s t  as ev ery  law y er app ro ach es a 
law  q u estio n  fro m  a  d iffe ren t ang le .
I t  is easy  to  w rite  a  l i s t  of w h a t 
sh ou ld  n o t be s e t  f o r th  in  a  financia l 
s ta te m e n t o r  in  th e  re p o r t  o f a  financia l 
in v es tig a tio n . T he w o rld  is filled w ith  
“ do n ’ts .”  E v ery  le g is la tu re  th a t  m ee ts  
fills th e  s ta tu te  books w ith  “T hou  sh a lt 
n o t.” F ro m  th e  tim e  of th e  h an d in g  
dow n o f th e  te n  co m m an d m en ts  to  
Moses— e ig h t of w h ich  a re  com m ands 
of re s tr a in t— to  th e  la s t  C ongress w hich  
w as in  session , th e  law s an d  ed ic ts a re  
filled w ith  re g u la tio n s . By law , o u r 
tra n sp o rta tio n , o u r  food an d  o u r d r in k  
a re  re g u la te d . F ro m  b ir th  to  d e a th  
we a re  re s tr ic te d  by law s w hich  say  we 
sha ll n o t do c e rta in  th in g s . T he pu b ­
lic a c c o u n ta n t h a s  n o t been  fo rg o tten , 
fo r we find in  th e  C o rp o ra tio n  Code of 
Ohio, p rov is ions fo r  c e r ta in  rep o r ts , 
and  fo r  th e  m ak in g  of th e  sam e by ac­
co u n tan ts . F o r  in s tan ce , Sec. 8623-63 
prov ides th a t— •
“ E v ery  co rp o ra tio n  sh a ll keep  an d
w ould  enab le  you to  re n d e r  a  ce rtif ica te  
w ith o u t q ua lifica tion . I  t r u s t  th a t  y o u r 
soc ie ty  w ill co n tin u e  v ig o ro u sly  y ou r 
e ffo rts  to  such  end , an d  I  can  a ssu re  
you of m y co o p era tio n  in  every  in s tan ce  
w here  I  m ay  h av e  an y  influence.
m a in ta in  ad e q u a te  an d  c o rrec t accoun ts  
fo r its  b usiness  tra n sa c tio n s  in c lu d in g  
accoun ts  of its  a sse ts , liab ilitie s , r e ­
ce ip ts, d isb u rsem en ts , g a in s , losses, 
s ta te d  c a p ita l an d  sh a re s , to g e th e r  w ith  
su ch  p a r t ic u la r  acco u n ts  as a re  re q u ire d  
by  th is  ac t.
“ T h e  books of accoun t, lis ts  of sh a re ­
h o lders , v o tin g  t r u s t  ag reem en ts , if  any , 
a n d  th e  m in u te s  of m ee tin g s  of every  
co rp o ra tio n  sh a ll be open  to  th e  in spec­
tio n  of every  sh a re h o ld e r  a t  a l l  re a so n ­
ab le  tim es  save an d  excep t fo r  u n re a ­
sonab le  o r  im p ro p e r p u rp o se s .”
I t  is sa id  by th e  com m ittee  w h ich  p re ­
p a re d  th is  law , th a t  “ th is  sec tion  w as 
p re p a re d  a f te r  co n su lta tio n  w ith  sev e ra l 
w ell k now n  firm s of pub lic  a cco u n tan ts  
p rac tic in g  in  Ohio, an d  is in ten d ed  to  
re q u ire  fu ll, ex p lic it an d  ac c u ra te  ac­
co u n tin g . T he in te n tio n  is to  do aw ay  
w ith  th e  fic tion  an d  sh ad o w  p ic tu re s  in  
th e  law  of co rp o ra tio n s  th a t  hav e  re ­
su lte d  in  so m uch  fu tile  li tig a tio n , and  
to  re q u ire  so u n d  acco u n tin g  an d  le t 
anyone look  a t  th e  a sse ts  an d  ba lance  
sh ee ts  of th e  co rp o ra tio n , to  a sc e r ta in  
w h a t i t  h a s  in  th e  w ay of n e t  w o rth  to  
su p p o r t i ts  o b lig a tio n s  o r sh a re s .”
T h is  is fo llow ed  by Section  64, w hich 
p rov ides th a t—
“ A t th e  a n n u a l m ee ting , o r any  o th e r  
m ee tin g  a t  w h ich  d irec to rs  a re  to  be 
elec ted , ev ery  c o rp o ra tio n , excep t b an k s  
sh a ll lay  b efo re  th e  sh a re h o ld e rs  a 
s ta te m e n t of p ro fit an d  loss an d  a  b a l­
ance sh e e t co n ta in in g  a  su m m ary  of th e  
a sse ts  an d  liab ilitie s , a  su m m a ry  of 
p ro fits  ea rn ed , d iv idends paid , an d  o th e r  
changes in  th e  su rp lu s  acco u n t o f th e  
com pany, m ade  up to  a d a te  n o t m ore  
th a n  fo u r  m o n th s  b efo re  such  m eeting , 
from  th e  d a te  up  to  w hich  th e  la s t p re ­
ced ing  s ta te m e n t, a cco u n t an d  b a lan ce  
sh ee t w ere  m ade up, an d  in  th e  case of 
th e  f irs t s ta te m e n t an d  b a lan ce  sh ee t, 
fro m  th e  in co rp o ra tio n  of th e  com pany.
“ A certif ica te  signed  by th e  p re s id e n t 
or a  v ice p re s id e n t an d  th e  tr e a s u re r  o r 
a n  a s s is ta n t tr e a s u re r ,  o r a  pub lic  ac­
c o u n ta n t o r firm  of pub lic  a cco u n tan ts , 
sh a ll be ap p en d ed  to  such  s ta te m e n t of 
p ro fit an d  loss an d  ba lance  shee t, s t a t ­
ing  th a t  th e y  a re  tr u e  an d  co rrec t an d  
th a t  th e y  ex h ib it a  fa ir  v iew  of th e  s ta te  
of th e  c o rp o ra tio n ’s affa irs  acco rd ing  to  
its  b o o k s .”
T h is  sec tio n  is b ased  on  c lauses 
com m only  u sed  in  A rtic les  of A ssocia­
tio n  in  E n g lan d .
In  E n g lan d , a n  a u d ito r , in d ep en d e n t 
of th e  officers an d  d irec to rs , is a p ­
p o in ted  by th e  sh a reh o ld e rs , a n d  h is  
ce rtif ica te  is re q u ire d  to  be en d o rsed  
on each  a n n u a l s ta te m e n t.
A nd a g a in  i t  is p rov ided  u n d e r  Sec­
tio n  8623-123 th a t—
“ A ny perso n , b e in g  a n  officer, d i­
re c to r  o r em ployee o r a g e n t of a  co rp ­
o ra tio n  w ho
“ S h a ll m ak e , issue , de liv e r, tr a n s m it 
by  m ail, o r p u b lish  an y  p ro sp ec tu s, r e ­
p o rt , c irc u la r  ce rtif ica te , s ta te m e n t, 
b a lan ce  sh ee t, ex h ib it o r d ocum en t 
re sp ec tin g  th e  sh a re s , a sse ts , liab ilitie s , 
accoun ts  o r  an y  of th em , cap ita l, b u s i­
ness  o r d iv idends of a  co rp o ra tio n  
w hich  is fa lse  in  an y  m a te ria l p a r t ic u ­
la r , k n o w in g  such  s ta te m e n t to  be fa lse , 
o r sh a l l k n ow ing ly  p a r tic ip a te  in  any  
such  a c t; o r
“ H av ing  ch a rg e  of th e  books, re co rd s  
o r  accoun ts , o r  an y  o f them , o f a  co rp ­
o ra tio n , sh a ll m ak e  o r cause  to  be m ade  
th e re in  an y  e n try  w h ich  is  fa lse  in  any  
m a te r ia l p a r t ic u la r , k n ow ing  such  en ­
try  to  be fa lse , o r  w ith  in te n t to  deceive, 
sh a ll rem ove o r a lte r  an y  e n try  th e re ­
in ; * * *
“ S h a ll be p e rso n a lly  liab le  jo in tly  
an d  severa lly , w ith  a ll o th e r  perso n s 
p a r tic ip a tin g  w ith  h im  in  an y  such  ac t, 
to  an y  p e rso n  w ho is th e n  o r w ith in  one 
y e a r  th e r e a f te r  sh a ll becom e su b sc rib e r 
to  o r p u rc h a se r  of sh a re s , a  sh a re h o ld e r  
o r c re d ito r  o f such  co rp o ra tio n , o r  a  
p ledgee  of any  of its  sh a re s  o r secu ri­
tie s , fo r an y  an d  a ll  loss o r d am ag e  
a c tu a lly  su ffered  an d  caused  in  w hole 
o r in  p a r t  th e re b y  an d  re s u ltin g  th e r e ­
fro m .”
A nd ag a in  i t  p rov ides th a t—
“ No d ire c to r  sh a ll be liab le  in  an y  
w ay  fo r  th e  ac ts , om issions o r d e fa u lts  
of an y  o th e r  d ire c to r  u n less  he  sh a ll 
kn o w in g ly  co n cu r o r  p a rt ic ip a te  th e re ­
in , an d  each  d ire c to r  sh a ll be e n title d  
to  re ly  an d  a c t upon  th e  s ta te m e n ts , r e ­
p o rts  and  re p re se n ta tio n s  m ade to  h im  
by  an y  o th e r  d ire c to r  o r officer of th e  
co rp o ra tio n , o r  by a  pub lic  a c co u n tan t 
o r firm  of p ub lic  a cco u n tan ts  o f good 
re p u ta tio n , if  he so ac ts  an d  re lie s  in  
good f a i th .”
F ro m  a  re a d in g  of th e  above you wi ll 
see th a t  C ertified  P u b lic  A cco u n tan ts  
u n d e r  th e  new  C o rp o ra tio n  A ct a re  
m ade a  p a r t  an d  p a rce l of th e  A ct, an d  
th e i r  re p o r ts  a re  recogn ized  as be in g  
such  as to  re liev e  d irec to rs  fro m  th e ir  
re sp o n sib ility  if th ey  a c t th e reo n .
Y ou w ill see fro m  th e  above law s 
th a t  th e  L e g is la tu re  an d  th e  B a r As­
so c ia tio n  w hich  considered  th is  law , 
so u g h t to  s e t fo r th  w h a t is su rp lu s , 
w hen  you can  p ay  d iv idends, w h en  a  
D irec to r is  liab le  an d  w hen  he  can  h id e  
b eh in d  a  C ertified  P u b lic  A c co u n tan t’s  
re p o r t.
B ecause of th e  s ta n d in g  a tta in e d  
u n d e r  th e  new  co rp o ra te  law , b ecau se
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of th e  g ro w th  of re sp ec t fo r  th e  w o rk  of 
P u b lic  A ccoun tan ts , a n d  because  of th e  
use w hich is m ade  of th e ir  re p o r ts , an  
A u d ito r no lo n g er sh o u ld  m ak e  a re p o r t 
w h ich  is c o rrec t in  p a r t  an d  fa lse  in  
p a r t . H e sh ou ld  n o t seek  to  be re liev ed  
by th e  fa m ilia r  q u o ta tio n , “ as  certified  
to  u s  by resp o n sib le  officers of th e  co r­
p o ra tio n ,” o r “as ap p e a rin g  on th e  books 
o f th e  com pany ,”  o r th a t  “ th e  balance  
sh e e t is c o rrec t as a p p e a rs  on  th e  
b o o k s.” In  o th e r  w ords, w h a t h a s  been 
g iven  in  m an y  cases in  th e  p a s t as be ing  
re p o r ts  have  been  m ere  ad d itio n s  an d  
su b tra c tio n s  w h ich  a re  certified  as cor­
rect, y e t you h av e  n o t ce rtified  th a t  th e  
m u ltip lic a tio n s  an d  d iv isions a re  w ith ­
in  a  g u n sh o t o f be ing  tru e .
E v ery  A u d ito r w ho exam ines a  se t of 
books fee ls  i t  is h is  d u ty  to  c o u n t th e  
ca sh  an d  so certif ies ; to  q u es tio n  th e  
B a n k  as to  th e  b a n k  ba lances, an d  so 
certif ies ; to  re a d  th e  m in u te  books, b u t 
how  o ften  do you  v e rify  th e  accoun ts 
rece ivab le  to  see w h e th e r  th ey  a re  co r­
re c t?  G enera lly , you accep t th e  s ta te ­
m e n t of th e  b o o kkeeper, th e  tre a s u re r , 
o r som e o th e r  officer. Y ou re sp ec t th e ir  
w ishes th a t  th e i r  cu s to m ers  sh o u ld  n o t 
be b o th e red , an d  you  ce rtify  th a t  th e  
s ta te m e n t is  c o rrec t as g iven  to  you  by 
a  re p u ta b le  officer of th e  co rp o ra tio n . 
Of w h a t ad d itio n a l v a lu e , excep t as to  
th e  convenience of th e  fo rm , is such  a 
re p o r t?
Only la s t y ea r, i n  a v e ry  la rg e  b a n k ­
ru p tc y  case, I  w as ca lled  upon  to  in ­
v e s tig a te  as to  w h e th e r  th e  s ta te m e n ts  
fu rn ish e d  to  one of th e  b an k s w as co r­
re c t  o r fa lse . L oans h a d  been  m ade of 
n ea rly  O ne-half M illion  D ollars. T he 
ba lan ce  sh ee t co n ta in ed  a  v e ry  la rg e  
n u m b er of accoun ts rece ivab le . A n in ­
v e s tig a tio n  show ed th a t  n in e ty  fic titious 
invoices, am o u n tin g  to  $118 ,000 .00 , 
ru n n in g  se ria lly , p u t  in  th e  books o f in ­
vo ices se ria lly , w ere  e n te re d  in  th e  
sa les  book in  D ecem ber, c a rr ie d  in to  
th e  financ ia l s ta te m e n t fu rn ish e d  to  th e  
B a n k  as  of J a n u a ry  1st, c h a rg ed  off in  
J u n e  of th e  fo llow ing  y e a r  by v a rio u s  
e n tr ie s  in  th e  jo u rn a l, s ta t in g  th e  m e r­
chand ise  w as re tu rn e d , o r fo r  v a rio u s  
o th e r  reaso n s. T h ere  w ere  com plete  
invo ices; th e re  w ere  com plete  ch a rg es  
to  m erch an d ise , th e re  w as ev e ry th in g  
w hich  w en t to  m ak e  th is  a p ro p e r en ­
try , b u t an  in v e s tig a tio n  of th e  accoun ts 
rece iv ab le  an d  a  v erific a tio n  of th e  ac ­
co u n ts  rece iv ab le  w ou ld  have  fu rn ish e d  
th e  B an k  w ith  th e  in fo rm a tio n  th a t  
th is  w as n o t a  correct financia l s ta te ­
m en t.
T h en  ag a in , how  m an y  of you, in  
y o u r financia l in v es tig a tio n s , a re  pay ­
in g  c a re fu l a tte n tio n  to  th e  in v en to ry  
th a t  is ta k e n ?  Is  th e  m erch an d ise  old 
o r  new ? A re  th e  w e ig h ts  an d  y a rd ag e  
accoun ts  in  any  w ay  te s te d , o r  do you 
ta k e  th e  s ta te m e n t of th e  officer of th e  
co rp o ra tio n ?
A nd ag a in , a f te r  you have  m ade  th e  
in v es tig a tio n , a re  you  as c a re fu l as you 
sh o u ld  be in  th e  s h o r t s ta te m e n t w hich 
you fu rn ish  an d  w hich  goes to  th e  p u b ­
lic, goes ev en tu a lly  to  D un, to  B rad ­
s tre e t, to  m a n u fa c tu re rs , m e rch an ts  
an d  th e  d is tr ib u to rs?  A re you as c a re ­
fu l as you  m ig h t be in  th e  use  o f th e  
w ords “ C ertified  P u b lic  A cco u n tan ts ,” 
an d  o f those  w ho can  use th a t  em blem , 
o r th a t  desig n a tio n ?
L a s t y e a r  in  New Y ork  I  exam ined  
v a rio u s  w itn esses  in  connection  w ith  a  
c e r ta in  financ ia l s ta te m e n t w h ich  h ad  
been fu rn ish e d  by a  C ertified  P u b lic  Ac­
co u n ta n t. I t  w as in a c c u ra te  to  th e  ex­
te n t  o f n ea rly  a  q u a r te r  of a M illion. 
T h is in  a ccu racy  cou ld  have  been  easily  
d e te rm in ed  if  a  s l ig h t in v es tig a tio n  of 
th e  books h ad  been  m ade. H e gave 
th is  ce rtif ica te  fo r  th e  sum  of $50.00. 
I t  w en t to  m e rch an ts  th ro u g h o u t th e  
co u n try . T h ere  w ere  fu rn ish e d  on th is  
s ta te m e n t, h u n d re d s  of th o u san d s  of 
d o lla rs  of m erch an d ise . T he c red ito rs  
received  tw enty-five cen ts  fo r  m e rch an ­
d ise  w hich  w ou ld  n o t have been  sh ipped  
if th ey  h a d  know n  th e  tru e  cond itions.
You w ill say, th e re  a re  d ish o n est 
law yers . T ru e . I  have no excuse fo r 
th e  law y er w ho seeks to  a id  h is  c lien t 
to  com m it a  f ra u d  o r a crim e. H e 
sh o u ld  be d isb a rred . W e have an  o r­
g an iza tio n  w hich  seeks to  p u rify  th e  
B ar. W hile  i t  does a t  tim es, o r seem s 
to  do, a  sloven ly  job , we a re  s t il l  try in g  
to  do th e  job .
I  have  exam ined  th e  law s to  see w h a t 
p u n ish m e n t is  p ro v id ed  C ertified  P u b ­
lic A cco u n tan ts  w ho m ak e  certif ica tes  
such  as I  h av e  su g g ested . I find a law  
p ro v id in g  fo r  rev o ca tio n  of y o u r c e r t i­
ficate. Do you en fo rce  th e  prov isions, 
o r  is i t  a n o th e r  dead  le t te r  law ? I fe a r  
i t  is. I  see  sh ru g s  of sh o u ld e rs  w hen  
som e a cco u n tan ts  a re  d iscussed , ju s t  as 
I h e a r  u n fav o rab le  com m en ts w hen  ce r­
ta in  law yers  a re  ta lk e d  abou t. A re  you 
do ing  e v e ry th in g  to  rem ed y  th e  s i tu a ­
tio n ?  A law  in  an d  of itse lf  w ill n ev er 
c o rre c t an  evil. I t  m u s t be th e  pu ls ing , 
w arm , h e a lth y  b lood of ap p ro v a l o f th e  
p opu lace  b ack  of th e  law , if i t  is to  be 
en fo rced . T he new  co rp o ra te  law  lays 
a  new  b u rd e n  upon  th e  P u b lic  Ac­
c o u n ta n t. I  am  n o t seek in g  to  u n d u ly  
c ritic ize . Y o u r p ro fession , in  a  w ay, is 
a  new  one. T he w orld  believes in  you 
a t  th e  p re s e n t tim e . I  know  of no p ro ­
fession  w here  re p o r ts  a re  ta k e n  as n e a r  
100 p e r c en t as y ou rs .
W e have  com e to  a  p o in t w h ere  th e  
co rp o ra tio n  law y er can n o t s ta n d  back  
an d  adv ise  h is  B o ard  of D irec to rs  w ith  
re se rv a tio n s , b u t h a s  to  g ive a  d ire c t 
an sw er, “ you can  do th is , o r you  can ­
n o t do th is .”  W e a re  no lo n g e r a t  th e  
p lace  w h ere  w e can  ca ll re p o r ts  of 
co rp o ra tio n s  ju s t  “ s ta tis tic s .”
Y ou w ill rem em b er th a t  w h en  a  Com ­
m itte e  o f th e  H ouse  of R ep re sen ta tiv e s
w as in v e s tig a tin g  th e  su g a r  tr u s t ,  th e y  
h ad  M r. H . O. H av erm y er, th e  E cono­
m ic D ic ta to r of th e  concern , on  th e  
s tan d , a n d  he  w as a sk ed  th e  qu estio n —
“As a  m em b er of th a t  B oard , w h a t 
e lse  h av e  you d o n e ? ” an d  h e  an sw ered :
“ Oh, I  h av e  convened  a n d  ta lk ed .
Q. You h av e  convened  an d  ta lk ed ?
A. C onvened an d  ta lk e d  an d  a d ­
jo u rn ed .
Q. C onvened and  ta lk ed .
A. A nd a d jo u rn ed .
Q. W ell, w h a t have  you ta lk e d  
ab o u t?
A. S ta tis tic s .”
T h is is a  d ay  of la rg e  co rp o ra tio n s . 
T h is is a d ay  w hen  th e  s to ck  in  th o se  
c o rp o ra tio n s  is ow ned, b u t n o t co n tro l­
led , by  m an y  people.
T he secu rin g  o f a  b lan k  p roxy  fo r  th e  
a n n u a l m ee tin g  h a s  been  an  easy  m a t­
te r , b u t th e  tim e  is rap id ly  com ing  
w h en  th e  s to ck h o ld e r is go ing  to  a sk  
so m eth in g  fro m  th e  co rp o ra tio n . H e 
m ay  be sa tisfied  w ith  th e  in fo rm a tio n  
w hich  h e  g e ts  fro m  th e  T re a su re r— he 
w ill be, a s  lo n g  as h e  receives an  ad e ­
q u a te  r e tu rn  on h is  in v es tm en t— b u t 
th e  day  is n o t so f a r  off w hen  th e re  w ill 
be in d ep en d e n t a u d ito rs  se lec ted  by th e  
s to ck h o ld e rs , th e  sam e as in  E n g lan d .
M r. R ip ley  in  “ M ain S tre e t an d  W all 
S tre e t” qu o tes  a  le t te r  w r it te n  by  a  
P re s id e n t to  one of h is in q u ir in g  s to ck ­
h o ld e rs , w h ich  re a d s  as fo llow s:
“ T he financ ia l s ta te m e n t w ill n o t be 
r eady  b efo re  th e  a n n u a l m ee tin g  o f th e  
s to ck h o ld e rs  in  M arch, a t  w h ich  tim e  
a ll s to ck h o ld e rs  w ill receive a  copy. In  
ju s tic e  to  th e  o th e r  s to ck h o ld e rs  I  can ­
n o t g ive you an y  advance  in fo rm a tio n  
a b o u t th e  o p e ra tio n s  o r financia l cond i­
tio n  of th is  com pany. N or can  I  adv ise  
you on  w h a t policy  to  p u rsu e  fo r  y o u r 
in v es tm en t. I t  is u n fo r tu n a te  th a t  you 
h ave  su ffe red  a  loss. I  have  a lw ays 
looked  w ith  d is fav o r upon  h av in g  th e  
s to ck  o f th is  com pany  becom e a  ve­
h ic le  fo r  sp ecu la tio n  in  th e  m a rk e t. I  
can  a ssu re  you th a t  th e  com pany  is in  a  
good financ ia l position . I  t r u s t  th a t  
you w ill s ig n  an d  m a il y o u r p roxy  a t  an  
ea rly  d a te .
V ery  tru ly  yours ,
P re s id e n t.”
A nd M r. R ip ley  says th a t  is a n  a c tu a l 
d o cu m en t w h ich  e m an a ted  fro m  a com ­
p an y  in  ex is tence  fo r  m an y  y ea rs  an d  
w ith  an  in te rn a t io n a l re p u ta tio n . H e 
fu r th e r  says:
“ As m y  c o rre sp o n d en t w rite s , ‘No 
w h ite -co lla r  b a n d it h ad  so ld  th e  s to ck .’ 
H ere  w as a re a l ‘p a r tn e r ’ in  th e  concern , 
seek in g  in  vain , e i th e r  fro m  re p u ta b le  
b a n k e rs  o r  fro m  th e  co rp o ra tio n  itse lf, 
fo r  in fo rm a tio n .”
A nd a g a in  h e  quo tes  fro m  som e te s t i ­
m ony  g iven  befo re  C ongress:
“Q. A re you now  ca rry in g  on business 
a t  a  loss?
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A. I have  an sw ered  th a t  b e fo re ; I 
have no o th e r  an sw er to  g ive to  it.
Q. You re fu sed  to  an sw er i t  before .
A. W ell, I re fu se  to an sw er i t  now .
Q. H ow  do you c a rry  on busin ess  a t  
a loss an d  s t il l d ec la re  d iv idends?
A. You can c a rry  on  b u sin ess  a t  a 
loss an d  lose m oney, an d  you can  m eet 
and  d ec la re  d iv idends. One is an  exe­
cu tive  ac t an d  th e  o th e r  is a  business 
m a t te r .”
W h a t I  am  seek in g  to  say  to  you 
m en is, th a t  added  re sp o n sib ility  is 
rap id ly  be in g  la id  upon  you by  reaso n  
of law , and  by  th e  re lian ce  p laced  on 
y ou r rep o r ts . N ecessarily , ad d ed  re ­
sp o n sib ility  m u s t m ean  a m ore ca re fu l 
checking, a m ore  ca re fu l rev ision , a 
m ore sim ple re p o r t, because th e  s to ck ­
ho lders  a re  m ore  an d  m ore  go ing  to  
rely , in  th e  la rg e  c o rp o ra tio n s  a t  lea s t, 
w here  th e y  have no p e rso n a l c o n tac t 
w ith  th e  officers o r d irec to rs , on  th e  r e ­
p o rt th a t  is m ade  by th e  a c c o u n ta n t in  
charge .
I  th in k  i t  is a b so lu te ly  w rong  fo r  an y  
acco u n tan t, an d  I  am  n o t say in g  th a t  
an y  of you w ould , b u t I  have  seen  such  
rep o rts , to seek  to cover up  o r  befog, 
o r to com bine in  su c h  a  m a n n e r  th a t  
th e  s to ck h o ld e rs  o r c re d itm e n  can n o t 
d iscover, a sse ts  w h ich  a re  of no  va lue .
If  th e re  is an y  m essage  w hich  I can  
b rin g  hom e to  th e  a cco u n tan ts  a s­
sem bled, i t  is th a t  y o u r p ro fessio n  h as  
becom e a  g re a t p ro fessio n ; th a t  i t  is 
recognized  by th e  law ; th a t  i t  is neces­
sa ry  th a t  th e re  sh o u ld  be th e  h ig h e s t 
ideals, p u re s t e th ic s  an d  th e  g re a te s t 
honesty , because  i t  is upon  y o u r re p o r ts  
th a t  th e  stock  in  th e  f irs t in s tan ce  is 
sold, i t  is upon  y o u r re p o r ts  th a t  th e  
s to ck h o ld e r m u s t re ly , an d  i t  is u p on 
your re p o r ts  th a t  th e  s to ck h o ld e r m u s t 
d e te rm in e  w h e th e r  h e  sh a ll co n tin u e  to 
hold o r to  sell.
To co n tin u e  th e  h ig h e s t e th ics  in  y ou r 
p ro fession , to  m a in ta in  th e  s tr ic te s t 
honesty  in  y o u r th in k in g , to  d is re g a rd  
the  influence o f officials seek in g  th e ir  
own as a g a in s t th e  r ig h ts  of th e  s to ck ­
holder, to  s tr iv e  fo r s im p lic ity  of ex­
p ression  an d  c lea rn ess  of re p o r t, is n o t 
an  easy ta sk . H ow ever, i t  is y o u r job  
and  you can n o t d is re g a rd  it . W e a re  
a ll so busy  w e seek  to  dodge th e  d is­
ag reeab le  th in g s  of life  an d  hope th a t  
som eone else w ill do o u r  ta sk .
“The L o rd  h a d  a  job  fo r m e, b u t I  h ad  
so m uch  to  do,
I  said , ‘Y ou g e t som ebody  e lse— o r w a it 
t i l l  I  g e t th ro u g h .’
I  d o n ’t  know  how  th e  L o rd  cam e ou t, 
b u t H e seem ed  to  g e t  a lo n g :
B u t I  fe l t  k in d a  sn e a k in ' like , ’cause  I  
k now ’d I  done H im  w rong .
One day  I needed  th e  L o rd— needed  
H im  m yself —  needed  H im  r ig h t 
aw ay,
A nd H e n ev er an sw ered  m e a t  a ll, b u t 
I cou ld  h e a r  H im  say  
D ow n in  m y accu sin ’ h e a r t , ‘N igger, I ’se 
g o t too  m uch  to  do,
You ge t som ebody  e lse  o r w a it ti ll I g e t 
th ro u g h .”
Y et th e re  is a joy  in  th e  re w ard  th a t  
com es fro m  fo llow ing  h ig h  ideals, h o n ­
e s t th o u g h ts  an d  h a rd  w ork . In  th e  
w ords of K ip ling—
“ A nd on ly  th e  M aster sh a ll p ra ise  us, 
an d  on ly  th e  M aste r sh a ll b lam e ; 
A nd no one sh a ll w o rk  fo r  m oney, an d  
no one sh a ll w o rk  fo r  fam e;
B u t each  fo r  th e  joy  of th e  w ork in g , 
an d  each , in  h is se p a ra te  s ta r , 
Shall d raw  th e  T h in g  as he  sees I t , fo r 
th e  God of T h in g s as T hey  a r e ! ”
As Viewed by the Industrial Executive
B y W ALTER S. QUINLAN, o f M aynard H . Murch  & Co.THE av e rag e  b u sin ess  m an  of 20 
y ea rs  ago u su a lly  “ to o k  s to c k ” 
once a  y e a r; an d  if a f te r  p ro ­
v id in g  fo r  h is  d eb ts  a n d  possib ly  se t­
tin g  aside  a  fu n d  fo r  expansion  p u r ­
poses, h e  h a d  an y  su rp lu s  cash  re m a in ­
ing , h e  p a id  a ll o r  th e  m ost of th is  s u r ­
p lu s  to  h im se lf an d  h is  s to ck h o ld ers , 
and  s ta r te d  th e  new  y ea r w ith  an  e s ti­
m a ted  in v en to ry , co n tin u in g  th ro u g h  
th e  y e a r  an d  y ea rs  w ith  h is  m o n th ly  
t r ia l  ba lances an d  a n n u a l s ta tem en ts .
A few  la rg e  co rp o ra tio n s  k e p t p e r­
p e tu a l in v en to ry  an d  p a id  re g u la r  q u a r ­
te r ly  d iv idends. T he w o rk  of th e  p u b ­
lic a c c o u n ta n t w as lim ited  to  such  la r ­
g e r concerns, an d  h is  certified  a u d it  w as 
u su a lly  k e p t u n d e r  tim e-lock  by th e  
tr e a s u re r . M r. “A verage  B usiness M an” 
in  th o se  days o ften  took  a  flyer in  th e  
m a rk e t w hen  he  h ad  cash  w hich  w as n o t 
needed  in  h is  ow n b u s in e s s .  I f  he  w as 
ex tra  cau tio u s , he  a tte m p te d  to  analyze  
th e  se c u r ity  he p roposed  to  p u rch ase  by 
re fe r r in g  to  th e  la s t p u b lish ed  balance  
sh ee t (w h ich  a t  th a t  tim e  m ay have 
been  a y ea r o ld ) in  an  e ffo rt to  de­
te rm in e  th e  book value . I f  th is  book 
v a lu e  w as less th a n  th e  m a rk e t price, 
th e  y ie ld  h ad  to  be ex cep tio n a l in  o rd e r 
to  ju s tify  p ay in g  a  so-called p rem iu m  
over book va lue . I t  w as assum ed  th a t  
a sound  ba lance  sh ee t, d isp lay ing  am ple  
n e t w o rk in g  c a p ita l an d  p e rm a n e n t a s ­
se ts, s e t up  a t  co st an d  p ro p e rly  d ep re ­
c ia ted , ju s tified  pay in g  book v a lu e  fo r 
th e  c ap ita l of a  co rp o ra tio n . T he 
re sp o n s ib ility  of th e  pub lic  a cc o u n ta n t 
w as lim ited  to  a  v erific a tio n  of th e  a s ­
se ts  an d  lia b ilitie s  a n d  a  m ore  o r  less 
c asu a l an a ly s is  of th e  p ro fit an d  loss 
s ta te m e n t. T he r a te  of d ep rec ia tio n  
an d  h a n d lin g  of re se rv e s  fo r  d o u b tfu l 
accoun ts , etc., w ere  re g a rd e d  as p r iv a te  
b e tw een  th e  m an ag e m en t an d  th e  ac­
c o u n ta n t, an d  n o t fo r  th e  know ledge of 
th e  s to ck h o ld e r. T h ere fo re , v e ry  l i tt le  
in fo rm a tio n  on th is  su b je c t w as a v a il­
ab le  to  o th e rs  th a n  th e  m an ag em en t, 
and  th e  m a tte r  of e a rn in g s  w as a flexi­
b le  one.
T he fe d e ra l incom e ta x  h a s  done 
m o re  to  ed u ca te  th e  execu tive  as to  
so u n d  acco u n tin g  p rac tic e  an d  re a l 
p ro fits  th a n  a ll  o th e r  in fluences com ­
b ined . I t  n ev e r o ccu rred  to  th e  “ A ver­
age B usiness M an” to  call in  th e  C. P .
A. to  m ak e  a check of h is  business. 
T im es hav e  changed  an d  th e  av e rag e  
bu sin ess  m an  keeps p e rp e tu a l in ven to ry , 
h a s  h is  books a u d ite d  a t  le a s t a n n u a lly  
by th e  pub lic  a cco u n tan t, an d  in  th e  
la rg e r  concern  a s u b s ta n tia l am o u n t o f 
th e  secu ritie s  of h is com pany  is ow ned 
by th e  public . Y our av e rag e  b usiness 
m an  is a lso  an  in v es to r in  secu ritie s  of 
o th e r  co rp o ra tio n s , recogn iz ing  th e  
so u n d n ess  of d iv ersify in g  h is in v e s t­
m en ts . A nd h e re  a g a in  he ca lls  upon  
th e  s ta te m e n t o f th e  C. P . A. to  back  
h is  ju d g m en t, o r th a t  of h is  b ro k e r .
T he sad  sp ectac le  of a  co rp o ra tio n  
go ing  b ro k e  in  o rd e r  to  pay  p ro fits  
tax es on p ap e r p ro fits  is w ell k n o w n  to  
a ll of us. T he p ay m en t of cash  d iv i­
dends an d  bonuses o u t of p ap e r p ro fits  
h a s  ru in e d  m any  concerns— an d  th e  
books of such  in s ti tu tio n s  have  been  
a u d ite d  by certified  pub lic  a cco u n tan ts , 
too.
“ E a rn in g  P o w e r” is now  th e  y a rd ­
s tick  u sed  by th e  u n d e rw ritin g  house  
an d  th e  pub lic  is d e te rm in in g  th e  v a lu e  
of s tocks, p a r t ic u la r ly  of ju n io r  secu ri­
ties . A nd e a rn in g  pow er w ill, in  m y 
op in ion , re m a in  as th e  only  sa fe  b as is  
w h ich  can  be u se d .  T he new  re sp o n s i­
b ility  of th e  certified  pub lic  a cc o u n ta n t 
to  th e  b u sin ess  concern , th e  in v es tm en t 
b a n k e r  an d  to  th e  public , is so g rav e  
th a t  it  m ig h t be w ell to  co nsider th e  
p rob lem  in  d e ta il an d  th e n  ju d g e  th e  
a b il ity  of th e  acc o u n ta n t to  m easu re  up 
to  th e  resp o n sib ility .
I  have  s ta te d  above th a t  book v a lu e  
is n o t th e  a ll- im p o rta n t fa c to r in  a n a ly ­
z ing  th e  w o rth  of a  stock . I t  is, how ­
ever, a n  im p o rta n t co st basis. T he 
tr e a tm e n t of d ep rec ia tio n  h as  been  a 
m a tte r  o f convenience in  th e  p a s t, u sed  
o ften  fo r  th e  pu rp o se  of red u c in g  
losses, b o ls te r in g  up  poor ea rn in g s , o r 
to  conceal la rg e  p ro fits .
W h a t is th e  p ro p e r r a te  of d ep rec ia ­
tio n  on  bu ild in g s , m a n u fa c tu r in g  e q u ip ­
m en t, too ls, d ies, jig s , fix tu res , p a te n ts , 
e tc .?  T h is  q u estio n  of d ep rec ia tio n  
can n o t, to  m y m ind , be an sw ered  by 
th e  shop-w orn m eth o d  of:
2 ½ p e r  c en t to  5 p e r c en t on  b u ild ­
ings.
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5 p e r c en t to  15 p e r c en t on  m a­
ch inery .
10 p e r c en t to  33 1-3 p e r cen t on 
too ls, e tc .
I f  I  w ere  a certified  pub lic  ac ­
c o u n ta n t an d  h ad  to  m ak e  a  re p o r t  on 
th e  p ro p e r r a te  of d ep rec ia tio n  to  be 
u sed  by a  m a n u fa c tu re r , I w ou ld  firs t 
of a ll m ake i t  m y busin ess  to  le a rn  a ll 
I  cou ld  a b o u t th e  p rac tic e  of th e  in ­
d u s try  an d  th e n  m ak e  com parisons of 
th e  b e s t p rac tice  of su ch  in d u s try  w ith  
th a t  of m y c lien t. I f  I  w ere  to  d is­
cover th a t  th is  c lie n t’s e q u ip m en t w as 
n o t com petitive , I  w ould  g ive c o n sid e ra ­
tio n  to  th is  fa c t in  a r r iv in g  a t  m y con­
c lusions, fo r  th e  fu tu re  dem an d s fo r 
e q u ip m en t of such  a b u sin ess  m ay  be 
affected  by  m any  co n d itio n s w hich  a re  
n o t a lto g e th e r  w ith in  th e  c o n tro l of th e  
co rp o ra tio n . T he ra te  of d ep rec ia tio n  
is affected  to  a v e ry  la rg e  e x te n t by th e  
le n g th  of tim e  d u rin g  w hich  th e  u se­
fu l v a lu e  of e q u ip m en t m ay  be expected  
to  co n tinue , consequen tly , obsolescence 
is a n  im p o rta n t fa c to r. T he officers 
an d  d irec to rs  of such  a com pany  m ig h t 
w ell be c h a rg ed  w ith  th e  re sp o n sib ility  
of k eep in g  a b re a s t of th e  tim e s ; b u t 
w h en  a co rp o ra tio n  w hich  h a s  en joyed  
th e  re p u ta tio n  of p ro sp e rity  g e ts  in to  
tro u b le , a ll  in te re s te d  p a r tie s  —  th e  
c red ito rs , s to ck h o ld e rs  an d  officers—  
p lace th e  b lam e on th e  certified  pub lic  
a cco u n tan t.
M any execu tives fee l th a t  by  lib e ra l 
m a in ten an ce  ch a rg es  th e y  a re  ju s tified  
in  a  low  ra te  of d ep rec ia tio n . T h is is, 
m ore  o ften  th a n  n o t, a  de lu s io n  as f a r  
as eq u ip m en t is concerned , fo r  obso le­
scence in v a riab ly  m ean s  re p la c e m e n t of 
m ach in ery , re g a rd le ss  of its  cond ition . 
T h is sam e p ro b lem  is m u ltip lied  in  th e  
m a t te r  of d ep rec ia tio n  of jig s , dies, 
fix tu res , e tc ., a s a  co m p ara tiv e ly  s lig h t 
ch ange  o f design  o ften  re s u lts  in  th e  
sc rap p in g  o f su ch  “a s s e ts ,”  an d  a  com ­
p le te  loss. W h ere  th e  h is to ry  of a 
m a n u fa c tu r in g  concern  d iscloses th a t  
a sse ts  of th is  c h a ra c te r  a re  lik e ly  to  
becom e obso le te  w ith in , le t  u s  say , a  
y ea r, su ch  item s sh o u ld  be am o rtized  
c u rre n tly  th ro u g h  th e  y ea r, o r fo r  a 
p eriod  n o t exceed ing  th e i r  expected  
u se fu l life .
A n an a ly s is  of th is  p a r t ic u la r  a cco u n t 
fo r  a  perio d  of y e a rs  o ften  d iscloses a 
w oefu l ig n o ran ce  on th e  p a r t  o f th e  
m a n u fa c tu re r  as to  th e  t ru e  cond ition  
o f h is  b usiness . T h e  in te rn a l rev en u e  
office now  recogn izes th a t  d ep rec ia tio n  
can n o t be su b jec ted  to  th e  ru le-of- 
th u m b  m e th o d ; an d  I  u n d e rs ta n d  th a t  
w h en  su p p o r tin g  ev idence  is su b m itted , 
a  basis  o f am o rtiz a tio n  is a llow ed 
w hich  p ro te c ts  th e  tax -p ay e r an d  is  fa i r  
to  th e  G overnm ent, a lth o u g h  q u ite  o u t 
of lin e  w ith  th e  o ld  accep ted  th e o ry  
of d ep rec ia tio n . In  in s tan ces  w h ere  i t  
becom es n ecessa ry  to  r e s o r t  to  tech n ica l 
d a ta  to  su p p o r t a  c la im  o f th is  ch a ra c ­
te r , th e  certified  p ub lic  a c co u n tan t 
sh o u ld  n o t h e s ita te  to  recom m end  th e  
em p lo y m en t o f en g in ee rin g  serv ice  to  
a id  in  p ro p e r ly  se t tin g  up d ep rec ia tio n ; 
a n d  w hen  n ecessary , th e  a c c o u n ta n t 
a n d  en g in ee r sh o u ld  jo in  w ith  th e  c lien t 
in  p re p a r in g  th e  n ecessary  ap p lica tio n  
to  th e  G o v ern m en t fo r a change  in  r a te  
of dep rec ia tio n . T he p rac tice  of c h a rg ­
ing  d ep rec ia tio n  on ly  on  such  p a r t  o f 
th e  e q u ip m en t as m ay be em ployed  d u r­
in g  th e  perio d  a u d ite d  s tr ik e s  m e as 
u nsound , un less  i t  can  be sa fe ly  a s ­
sum ed  th a t  th e  id le  eq u ip m en t is n o t 
d ep rec ia tin g  fro m  th e  s ta n d p o in t o f 
im p ro v em en t in  th a t  p a r t ic u la r  m a n u ­
fa c tu r in g  a r t .  S uch  a n  a ssu m p tio n  a t  
th is  tim e  seem s p re su m p to u s  in  m ost 
lines  of m an u fa c tu re , ow ing to  c o n s ta n t 
im p ro v em en t in  th e  design  of p ro d u c ­
tio n  m ach in ery .
In v en to ry . T he u su a l q ua lifica tion  
“ in v en to rie s  o f raw  m a te ria ls , etc., 
h ave  been  v a lu ed  a t  cost o r  m a rk e t 
p rices, w h ich ev er w ere  low er, an d  h av e  
been  certified  to  by  resp o n sib le  officials 
of th e  com pany” is u n sa tis fa c to ry  to  
th e  u n d e rw ritin g  house  an d  th e  s to ck ­
h o ld e r ; an d  in  m an y  in s tan ces , i t  m u s t 
be a  r a th e r  u n sa tis fa c to ry  s ta te m e n t 
fo r  th e  certified  pub lic  a c c o u n ta n t to  
m ake . Of a ll  a sse ts  on  th e  balance  
sh ee t, in v en to ry  is u su a lly  h a rd e s t to 
ap p ra ise , even  w hen  d ea lin g  w ith  
stap le s . I  hav e  h e a rd  of bad  h o les  oc­
c u rr in g  in  su ch  com m odities as p ig  iro n  
an d  b a r  iro n  w h ere  th e  chem ical a n a ly ­
sis  p roved  to  be off to  such  a n  e x te n t as 
to  m ak e  in v en to ry  u n sa lab le  a t  m a rk e t 
p rices , an d  good on ly  fo r  re m e lt. In  
som e of th e se  in s tan ces , th e  m an ag e ­
m e n t i ts e lf  w as u n aw are  of th e  tr u e  
co nd ition . W h a t Chance h as  a  certified  
pub lic  a c c o u n ta n t to cope w ith  a tech ­
n ica l in v e n to ry  w h ere  en g in ee rin g  
know ledge  an d  m e rch an d is in g  ex p e ri­
ence a re  re q u ire d  to  d e te rm in e  th e  
m a rk e ta b ili ty  of th e  p ro d u c t?  H ere  is 
a  ty p ica l exam p le : A n in v en to ry  item  
h a d  been  m a n u fa c tu re d  acco rd ing  to  
specifications received  fro m  a  rep u ta b le  
concern . T h ro u g h  a  m is tak e  m ade  by 
th e  en g in ee r o f th e  concern  o rd e r in g  
th e  m erch an d ise  in  q u estion , th e  device 
d id  n o t fu n c tio n  sa tis fac to rily . T h is 
a r t ic le  co st a  g re a t  d ea l o f m oney, an d  
a se r io u s  d isp u te  be tw een  th e  tw o p a r ­
tie s  h a s  been  go ing  on fo r  over tw o 
y ea rs . In  th e  m ean tim e , th e  p u rc h a se r 
h a s  becom e financ ia lly  invo lved  an d  i t  
is m y th e o ry  th a t  u n d e r  such  c ircu m ­
stan ces  a  v e ry  s u b s ta n tia l re se rv e  
sho u ld  be s e t up  a g a in s t p robab le  loss, 
b u t th is  h a s  n o t been  done.
I f  som e m e th o d  could  be dev ised  to  
“ flag” a ll  item s w h ich  have  been  c a r­
r ie d  beyond  a  p re d e te rm in e d  perio d , 
an d  su c h  ite m s  sc ru tin ized  c a re fu lly  to  
le a rn  w hy  th e y  a re  n o t m oving, m uch  
cou ld  be  accom plished  to  e lim in a te  ob­
so le te  item s an d  p ro p e rly  c lassify  slow-
m oving  stock . A co m p ila tio n  of in ­
v en to ry  tu rn o v e r  in  an y  specific in ­
d u s try — h av in g  due re g a rd  fo r  v a ry in g  
m e th o d s  of d is tr ib u tio n  an d  o th e r  d i­
re c t in fluences w h ich  affect tu rn o v e r—  
cou ld  be u sed  as a  s ta n d a rd  of com ­
p a riso n  w ith  concerns be ing  exam ined ; 
an d  w hen  su ch  com pariso n  is u n fa v o r­
ab le  to  th e  co rp o ra tio n  being  au d ited , 
a  c a re fu l an a ly s is  sh o u ld  be o rd e red . 
In  som e in s tan ces , i t  w ill be d ifficult to  
m ak e  com parison , ow ing  to  th e  com ­
pan y  u n d e r  ex am in a tio n  h a n d lin g  som e 
line  o r lin es fo re ig n  to  th e  lead in g  p ro ­
d u c t. In  such  in s tan ces, i t  w ou ld  be 
n ecessa ry  to  e lim in a te  such  fo re ig n  in ­
v en to rie s  an d  sa le s  fro m  th e  co m pari­
son u n less  by chance  such  p ro d u c ts  d id  
n o t a l te r  th e  tu rn o v e r  s i tu a tio n  of th e  
p rin c ip a l p ro d u c t of th e  com pany. T est 
cases on  p ric in g  an d  c o u n t a re  of 
co u rse  h e lp fu l, b u t do n o t te ll th e  s to ry . 
T he certified  pub lic  a c c o u n ta n t cou ld  
re n d e r  a  m o s t v a lu ab le  serv ice  to  h is  
c lien t b y  p re se n tin g  a fo rm u la  in d ic a t­
in g  th e  av e rag e  tu rn o v e r  p e rfo rm an ce  
of th e  le a d e rs  in  th e  c lie n t’s in d u s try ; 
a n d  th is  fo rm u la  cou ld  w ell cover n o t 
on ly  in v e n to ry  b u t tu rn o v e r  o f acco u n ts  
a n d  fixed asse ts  a s  w ell. T rad e  associa­
tio n s  in  m an y  in d u s tr ie s  h av e  com piled  
v a lu ab le  d a ta  w h ich  sh ou ld  be ava ilab le  
to  an d  u sed  fre e ly  b y  th e  C. P . A. T he 
D e p a rtm e n t of C om m erce h a s  a id ed  in  
th e  com p ila tio n  of tr a d e  s ta tis tic s  w hich 
sh o u ld  be of co n sid e rab le  v a lu e  w here  
t r a d e  a sso c ia tio n  figu res a re  n o t ob­
ta in ab le .
U nless th e  p ub lic  a cc o u n ta n t p re ­
p a re s  h im se lf  to  m ak e  m ore  positive  
c e rtif ica tio n  o f in v en to ry  to  th e  u n d e r­
w rit in g  houses, i t  w ill, in  m y op in ion , 
becom e n ecessa ry  fo r  m an y  concerns 
seek in g  pub lic  fu n d s  to  em ploy  en g i­
n e e rin g  concerns to  exam ine  in to  in ­
v e n to ry  an d  c e rtify  as to  i ts  s ta tu s . I f  
i t  w ere  p ra c tic a l fo r  y o u r o rg an iza tio n  
to  com pile its  com bined  experiences, 
c la ssify in g  th e  in d u s tr ie s  an d  se ttin g  
u p  a  com posite  b a lan ce  sh e e t an d  
o p e ra tin g  s ta te m e n t of each  in d u s try , 
m u ch  v a lu ab le  help  cou ld  be g iven  to  
y o u r c lien ts . I t  w ou ld  be in te re s tin g  
to  su bd iv ide  each  in d u s try  by  size, 
c la ssify in g  th e  la rg e , in te rm e d ia te  an d  
sm a ll com pan ies sep a ra te ly . To be 
su re , such  w o rk  w ou ld  cost so m eth in g , 
b u t  if  y o u r  o rg an iza tio n  w ere  to  ta x  a ll 
of its  m em bers  on  a  fa i r  b as is  you  could  
g e t y o u r in v e s tm e n t back  m an y  fo ld  
fro m  a  c lien te le  w hich  w ou ld  w elcom e 
such  s u b s ta n tia l help .
In s ta llm e n t sa les. T he in c reas in g  vo l­
um e o f in s ta llm e n t sa le s  b u sin ess  h a s  
p re sen ted  a n o th e r  se r io u s  an d  com pli­
ca te d  p ro b lem  fo r  th e  certified  pub lic  
acco u n tan t. I t  is m y  b e lie f th a t  he  can  
do m an y  co n stru c tiv e  th in g s  to  d is­
co u rag e  u n so u n d  p rac tices , w h ich , in  m y 
op in ion , sh o u ld  be d isco n tin u ed : 
( C o n t in u e d  o n  p a g e  24)
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Remarks on Depreciation
I  have been  a sk e d  to  ad d re ss  you
I to n ig h t on  th e  su b je c t of d ep re- 
c ia tio n  w hich  h a s  becom e of m a ­
jo r  im p o rtan ce  th ro u g h  th e  effo rts  of 
th e  B u reau  of In te rn a l R evenue  to  
b rin g  a b o u t d ep rec ia tio n  s tu d ie s  w ith  
th e  v o lu n ta ry  co o p era tio n  of o rg an iza ­
tions n a tio n a lly  re p re se n ta tiv e  of v a r­
ious in d u s tr ie s  o r b ran ch es  of in d u s­
tr ie s . T he su b je c t is b ro ad  an d  fa r -  
reach ing , h a s  so m any  an g les  of ap ­
p roach , an d  is h a n d led  by tax p ay e rs  
an d  th e ir  counsel in  so m an y  d iffe ren t 
w ays, th a t  I  do n o t believe th e  w isdom  
of Solom on w ould  enab le  one to cover 
th e  w hole th em e  of d ep rec ia tio n  a d e ­
qu a te ly  in  a  tw en ty -m in u te  p ap er. 
T here fo re  p a r ts  of th e  su b je c t I  sh a ll 
to u ch  upon  w ith  g en e ra liz a tio n s  only.
One fe a tu re  of th e  su b je c t th a t  I 
w ish  to  em phasize , how ever, is th a t  i t  
is m y belief th a t  th e  C om m issioner of 
In te rn a l R evenue, in  h is  re c e n t b u lle tin  
on th e  su b je c t of d ep rec ia tio n  s tu d ies  
by in d u s trie s , h a s  in  th e  m ain  s ta te d  
th e  fu n d a m e n ta ls  of d ep rec ia tio n  ac­
co un ting  so sound ly  th a t  h is  th eses  a re  
p rac tica lly  in co n tro v e rtib le . A nd firs t 
am ong  th ese  is th e  th e s is  th a t  ".  . u se ­
fu l life  in  y ea rs  is th e  basis  of an y  de­
p rec ia tio n  acco u n tin g  m e th o d .”
As I have  a lread y  in d ica ted , th e  su b ­
jec t of d ep rec ia tio n  is a  m a tte r  w hich  
can  be gone in to  in  g re a t d e ta il and  in  
a  very  te ch n ica l m an n e r , w ith  long  c ita ­
tions of a ll th e  a u th o r it ie s , w ith  re fe r ­
ences th e re to , an d  e x tra c ts  th e re fro m . 
B u t th a t  ap p ea rs  to  be superfluous, 
because in  th is  day  an d  age  i t  is q u ite  
un like ly  th a t  b u sin ess  m en w ill be 
found  w ho do n o t know  an d  u n d e rs ta n d  
th e  g en e ra l p rin c ip les , and  to  b u rd en  
you w ith  a  lo t o f te ch n ica l d e ta il w ould  
be ra th e r  an  im position . A nd in a s­
m uch as even a c c o u n ta n ts  d iffer am ong  
them selves as to  th e ir  ap p lica tio n , I 
am  going to  t r y  to  avoid  th a t  p itfa ll  to ­
n igh t.
The B u r e a u  of In te rn a l R evenue 
s ta te s  th e  m e a t of th e  m a tte r  in  th e  fo l­
low ing w ords:
“ An in v es tm en t in  d ep rec iab le  p ro p ­
e rty  is re g a rd e d  by th e  B u reau  of In ­
te rn a l R evenue as a p rep a id  o p e ra tin g  
cost re tu rn a b le  th ro u g h  ded u c tio n s fo r 
d ep rec ia tion  over th e  u se fu l life  of such  
p ro p e rty .”
A p rep a id  o p e ra tin g  cost in  its  sim ­
p lest fo rm  is b es t i l lu s tra te d  by th e  item  
of fire in su ra n c e  fo r  w hich  you pay  a 
p rem ium  in  advance  fo r  a period  of one 
or m ore y ears . Y ou e n te r  th is  item  on  
your books as an  asse t, and  th en , if  th e  
policies a re  w rit te n  fo r  one y ea r, you 
charge  to  expense m o n th ly  one-tw elfth
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of th e  to ta l  p rem iu m , an d  a t  th e  end  of 
tw elve m o n th s  th e  e n tire  p rem iu m  h as 
been  c h a rg ed  to  expense an d  no a sse t 
va lue  rem a in s.
T he u se fu l life  m ay  be defined as  th e  
p erio d  d u rin g  w hich , su b je c t to  o rd i­
n a ry  re p a irs  an d  m a in ten an ce , an  item  
of d ep rec iab le  p ro p e r ty  m ay  be u sed  in  
a  business, an d  dep rec iab le  p ro p e rty  
m eans gen e ra lly , p ro p e r ty  w ith  a  life 
lo n g e r th a n  one year.
I f  we th u s  s t a r t  w ith  a  c lea r an d  con­
cise concep tion  of th e  m ean in g  of de­
p rec ia tio n  in  its  re la tio n  to  th e  in v es t­
m en t in  c ap ita l item s I  th in k  w h a t fo l­
low s w ill be of m o re  in te re s t  to  you 
th a n  w ould  be th e  case if I  h a d  le f t i t  
to  y o u r im ag in a tio n .
F o r  b u sin ess  m en n o t p a rt ic u la r ly  
co ncerned  w ith  th e  ph ilosophy  of ac­
co u n tin g  th eo ry , th e  o b jec t of dep rec ia ­
tio n  is to  recover o u t of p ro fits  th e  cost 
to  th em  of th e  a sse t w hich  is w earin g  
o u t in  re n d e r in g  th e  serv ice  fo r  w hich  
i t  w as acq u ired ; so th a t ,  w hen  its  u se ­
fu l life  h a s  been  concluded , th e y  w ill 
have  a sum  re se rv ed  e q u a l to  its  cost 
u n less  i t  sh a ll have  becom e obso lete  
fro m  unexpected  causes befo re  th a t  r e ­
serve  is fu lly  accrued .
T he a m o u n t of t h e  d ep rec ia tio n  
ch a rg e  m u s t be added  to  th e  expense of 
do ing  b usiness , in  o rd e r  th a t  o u r  costs 
figu red  o u t p re p a ra to ry  to  d e te rm in in g  
o u r se llin g  p rices m ay  n o t o m it th is  im ­
p o r ta n t item  of expense; because  th e  
fu ll recovery  can  be m ade on ly  o u t of 
sales p rices p red ica ted  upon  costs w hich  
inc lude  every  know n  expense of th e  
business.
A n old  b u sin ess  a cq u a in tan ce  of m ine, 
a  p ro sp e ro u s  m a n u fa c tu re r , has a lw ays 
been v e ry  in s is te n t th a t  in  h is  accoun ts 
th e  re q u is ite  p rov ision  fo r d ep rec ia tio n  
be m ade re g u la r ly  each  m o n th ; an d  th e  
ex p lan a tio n  of h is  a t t i tu d e  a rise s  fro m  
th e  fa c t th a t  in  h is  e a rly  days he  h a p ­
pened  to  be d raw n  in to  serv ice  as r e ­
ce iver in  th e  fa ilu re  of a  shoe m a n u ­
fa c tu r in g  business, an d  fo und  o u t th a t  
th e  u n d e rly in g  cause of th e  fa ilu re  w as 
th e  n eg lec t of an y  reco g n itio n  of de­
p re c ia tio n  in  com piling  th e  costs.
P e rh a p s  th e  lack  of in te re s t d isp layed  
in  th e  su b je c t on th e  p a r t  of som e b u si­
ness m en  in  th e  p ast, and  even som e of 
th e  p re s e n t day, is  th a t  th e  w ea rin g  o u t 
of a  physica l a sse t u sed  to  p roduce  th e  
p ro d u c t of a p la n t is n o t v is ib le  to  th e  
eye, b ecause  th e  piece o f eq u ip m en t is
s til l  in  use  re n d e r in g  th e  se rv ice  fo r  
w hich  i t  w as acq u ired , an d  th e re  is no 
im m ed ia te  need  fo r  fu n d s  to rep lace  th e  
item . I f  th e  ite m  w ere  a s  qu ick ly  con­
su m ed  as  a  q u a r t  of lu b r ic a tin g  oil, th e  
necess ity  fo r  p ro v id in g  th e  recovery  of 
its  co st o u t of p ro fits  w ou ld  be m ore  
c lea rly  a p p a re n t.
A n o th e r fa c to r  w hich  som etim es in ­
fluences busin ess  m en  is th e  fa c t th a t  
w hen  a p rov ision  fo r  d ep rec ia tio n  is 
m ade th e  cash  ba lance  is n o t affected , 
an d  con seq u en tly  th ey  fa il to  see th e  
necess ity  fo r  m ak in g  th e  p rov ision . 
T hey  lose s ig h t of th e  fa c t th a t  th e  
ch a rg e  fo r  d ep rec ia tio n  is one of th e  
o p e ra tin g  costs of th e  b usiness upon  
w hich  th e  sa les  p rices  a re  d e te rm in ed , 
an d  th a t  th a t  is th e  im p o rta n t fac t, an d  
n o t w hen  th e  m oney  is to  be expended  
to  rep lace  th e  ex h au sted  asse t.
S till a n o th e r  fa c to r  w h ich  h a s  a g re a t  
d ea l to  do w ith  th e  b usiness m a n ’s a t ­
t i tu d e  to w a rd  d ep rec ia tio n  is th a t  he  is 
c o n s ta n tly  m ak in g  re p a irs  a n d  rep lace ­
m en ts  to  keep  h is  p la n t in  th e  cond ition  
n ecessary  fo r  i t  to  do its  w o rk , an d  he 
th e re fo re  believes th a t  he  is in  effect 
m ak in g  a  doub le  ch a rg e  a g a in s t h is  in ­
com e by in c lu d in g  a ch a rg e  fo r  d ep re ­
c ia tio n . T h is p o in t is a lw ays em p h a ­
sized in  h is  m ind  w hen  he  h a s  an  a p ­
p ra isa l m ade, an d  finds th a t  th e  re p ro ­
duc tive  cost new  as d ep rec ia ted  by  th e  
a p p ra ise r  is co n sid erab ly  in  excess of 
h is  d ep rec ia ted  book value . T h is can ­
n o t be he lped  so f a r  as I  can  see because 
th e  a p p ra ise r  m ak es h is  a p p ra isa l based  
on c u r re n t v a lu es  on  th e  th e n  co n d itio n  
of th e  eq u ip m en t as a  go ing  concern , 
re g a rd le ss  of its  co st excep t w here  ju s t  
b o u g h t new , re g a rd le ss  of th e  h e re to ­
fo re  e s tim a te d  life  o f th e  eq u ip m e n t,  
an d  re g a rd le ss  of th e  le n g th  of tim e  th e  
b usiness  m ay  co n tin u e . T he a p p ra ise r  
a rr iv e s  a t  w h a t h e  calls th e  t r u e  de­
p re c ia tio n  a s  c o n tra s te d  w ith  th e  th e o re ­
tic a l d ep rec ia tio n  a rr iv e d  a t  by th e  ac ­
co u n tan t. B u t i t  is a ll fo r  an  e n tire ly  
d iffe ren t pu rp o se  fro m  th a t  so u g h t by 
acco u n tan ts .
I t  seem s ra th e r  u n p ro fitab le  to  a rg u e  
th ese  p o in ts  fo r  th e  p u rp o ses of th is  
p ap e r fo r  th re e  rea so n s:
(1 )  T he acco u n tin g  m eth o d  is th e  
com m on m eth o d  fo r  a r r iv in g  a t  d ep re ­
c ia tio n  p rov ision  fo r  th e  d e te rm in a tio n  
of costs.
(2 ) T he F e d e ra l G o vernm en t w ill a l­
low  th e  tax p ay e r to  ta k e  d ep rec ia tio n  
on ly  on  cost o r  o th e r  c a p ita l bases 
recogn ized  by th e  R evenue A cts over 
th e  e s tim a te d  u se fu l life  o f th e  eq u ip ­
m en t.
(3 )  T he m e th o d  of th e  F e d e ra l Gov­
e rn m e n t sh o u ld  p ro d u ce  " t r u e ” d ep re ­
14 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T January,
c ia tio n  fro m  a n  acco u n tin g  s ta n d p o in t.
H ow ever, i t  m ig h t ad v an ta g eo u sly  be 
p o in ted  o u t h e re  w hy i t  is difficult fo r 
th e  b usiness  m an  to  keep in  m in d  th e  
d is tin c tio n  be tw een  th e  o b jec t of sound  
dep rec ia tio n  acco u n tin g  an d  th o se  of an  
a p p ra isa l.
In  th e  fo rm er case th e  p ro p r ie to r  
m u s t p rov ide  fo r  th e  recovery  of h is  
c a p ita l in v es tm en t o u t of h is  e a rn in g s  
d u rin g  th e  o rd in a ry  co u rse  of business. 
T h a t is th e  a c c o u n ta n t’s job . I t  is 
u su a lly  done by d ep rec ia tio n  charges 
w isely  a p p o rtio n ed  over a n  a p p ro p r ia te  
period .
In  th e  la t te r  case, th e re  m ay  a rise  a t  
an y  tim e  th e  q u estio n  of a  sa le  o f th e  
business, in  w hich  case th e  in v es to r has 
o p p o rtu n ity  to  g e t back  th e  w ho le  of 
h is  rem a in in g  in v es tm en t, w ith  p e rh ap s  
a  sa tis fa c to ry  pro fit. O r th e  p rob lem  of 
re financ ing  m ay  becom e im m in en t, or 
in su ran ce  a d ju s tm e n ts  im pend . In  
th e se  em ergenc ies th e  serv ices of th e  ap ­
p ra ise r  as o u tlin e d  above have  becom e 
a  recogn ized  m ean s of e s ta b lish in g  a 
v a lu e  of physica l a sse ts  fo r  su ch  p u r ­
poses.
Q uestions have  also  been  ra ise d  as to  
th e  s ta tu s  o f th e  b a lan ce  sh e e t va lues 
fro m  a  c re d it s ta n d p o in t w hen  based  on 
acco u n tin g  o r  th e o re tic a l d ep rec ia tio n , 
an d  also  in  re sp ec t to  th e  fa c t th a t  if  
th e  d ep rec ia tio n  c h a rg e s  a re  excessive 
s to ck h o ld e rs  m ay  n o t rece ive  ad eq u a te  
d iv idends, an d  th e  v a lu e  of th e ir  stock  
m ay  be red u ced  below  its  re a l  v a lu e  so 
th ey  can  n o t o b ta in  a  fa ir  p rice  w hen  i t  
is offered  fo r  sale .
T he an sw er to  such  q u estio n s seem s 
to  lie  in  th e  fide lity  w ith  w h ich  th e  
B o ard  of D irec to rs  h a s  been  fu lfilling  
its  du tie s , an d  also  in  th e  financia l 
policy th e  d irec to rs  have  p u rsu ed , as 
w ell as th e  acco u n tin g  adv ice th ey  have 
received . E ven  if  th e y  a re  c re a tin g  a 
sec re t re se rv e , kn o w in g ly  o r in  ig ­
n o ran ce , n ev e rth e le ss , as lo n g  as th e ir  
m e th o d s of m an ag e m en t a re  in ten d ed  
to  serve  a ll  w ith  eq u a l ju s tice , i t  w ould  
a p p e a r th a t  th e  s to c k h o ld e r  w ho h a s  th e  
p rin c ip a l of his- in v es tm en t sa feg u a rd ed  
even  in  such  a  w ay is m uch  b e tte r  off 
th a n  one w ho is n o t a d eq u a te ly  p ro ­
tec ted . I t  a lso  a p p e a rs  to  m e th a t  if 
th e  s to ck h o ld e r ta k e s  p a in s  to  in fo rm  
h im se lf as to  th e  co n d itio n  of th e  com ­
pany , h e  w ill u su a lly  be in  a  po sitio n  to  
n e g o tia te  a  s a tis fa c to ry  sa le  of h is  h o ld ­
ings. W ith  lis ted  secu r itie s  h is  m a rk e t 
is a lw ays av a ilab le . B u t even  lis ted  
s tocks m ay  be  se llin g  (a n d  f re q u e n tly  
a re )  a t  p rices  e ith e r  above o r below  th e  
book  v a lu e  th e reo f.
T he d ep rec ia tio n  th e o ry  of th e  F e d ­
e ra l G overnm en t p rov ides fo r  reco v erin g  
th e  cost, o r o th e r  c a p ita l b ases  recog ­
n ized  by  th e  R ev en u e  A cts, o f th e  d ep re ­
ciab le  item  over its  u se fu l life , b u t i t  
p rov ides a  sa fe ty  valve, fo r  w hen  i t  is 
a sc e r ta in e d  th a t  an  e r ro r  h a s  been  m ade
in  th e  e s tim a te  of such  u se fu l life , i t  
th e n  g ra n ts  p e rm iss io n  fo r a n  a d ju s t­
m en t in  t h e te rm  of u se fu l life , an d  th e  
d ep rec ia tio n  p rov is io n  m ay be rev ised . 
T h is  is  a  s im p le  an d  eq u itab le  p roposi­
t io n ; th e  difficulty lies in  fo llow ing  the  
ru le  w ith o u t u n d u e  red  tap e  an d  e labo ­
r a te  acco u n tin g  p ro ced u re . T h is is p a r ­
tic u la r ly  tr u e  w h en  a com posite  ra te  is 
used .
If  th e  h o te l in d u s try  w ill com e to a n  
ag reem en t, as to  schedu les of item  lives, 
w h ich  schedu les  each  h o te l m ay w ith  
sa fe ty  use, th e n  i t  rem a in s  only  fo r th e  
in d iv id u a l h o te l to  m ake  its  ow n c a lc u la ­
tions, a n d  a rr iv e  a t  its  ow n class ra te s  
an d  its  ow n com posite  ra te . T h is com ­
posite  ra te  so f a r  as I  can  see w ill d iffer 
w ith  every  h o te l, as w ill th e  c lass ra te s , 
because th e  d e te rm in in g  fa c to r  is th e  
a m o u n t in v es ted  by  each  h o te l in  in ­
d iv id u a l d ep rec iab le  ite m s  w hich  w ill 
ra re ly  be fo u n d  to  be th e  sam e in  any  
tw o in s tan ces. F ro m  th e o re tic a l s tu d ies  
I h av e  m ade, i t  a p p e a rs  th a t  w ide v a r ia ­
tions in  ra te s  w ould  occur, f a r  g re a te r  
th a n  th e  20 p e r  cen t flexible ran g e  
e ith e r  w ay  p roposed  by th e  B u reau , an d  
i t  th e re fo re  a p p e a rs  to  m e th a t  if  a g re e ­
m e n t is  reach ed  as to  th e  life  to  be ap ­
p lied  to  each  item  of h o te l eq u ip m en t, 
th e n  th e  B u reau  sho u ld , as i t  re ad ily  
could , am en d  its  ru le s  to  p rov ide  th a t  
in d iv id u a l h o te ls  w h ich  h av e  a rr iv e d  a t  
ra te s  s tr ic t ly  upon  th e  basis p rescrib ed  
by  th e  B u reau  sh o u ld  n o t be re s tr ic te d  
by a 20 p e r c en t lim ita tio n .
T h ere  is  b u t one co rrec t w ay to  a r ­
r iv e  a t  a  com posite  r a te  an d  th a t  is to 
ta k e  th e  su m  of d ep rec ia tio n  on in d i­
v id u a l item s an d  d iv ide i t  by th e  to ta l 
cost of a ll  th e  item s. You can ta k e  th e  
in d iv id u a l item s of a  h o te l an d  g roup  
th em  in  an y  w ay  you have  a  m in d  to , 
an d  a rr iv e  a t  c lass ra te s  fo r  each g roup  
w hich  m ay  be d iffe ren t fro m  an y th in g  
ev er b e fo re  show n, y e t th e  com posite  
r a te  on  a ll  th e  eq u ip m en t of th a t  h o te l 
w ill re m a in  th e  sam e fo r  th a t  h o te l if 
c a lc u la ted  on  th e  co rrec t basis.
T he B u reau  s ta te s  w ith  re g a rd  to  
com posite  ra te s , “ b u t sound  acco u n tin g  
p rac tice  re q u ire s  th a t  w hen  d ep rec ia tio n  
is a llow ed  up o n  th e  basis  of a  com posite  
r a te  no  losses a re  a llow ab le  upon  d is­
posal of p ro p e r ty .”
“ T h is of cou rse  does n o t app ly  to  
losses affec ting  th e  p ro p e r ty  as a  w hole, 
an d  u n fo re seen  con tingencies such  as 
fire, s to rm , su d d en  obsolescence, an d  
 o th e r  c a su a lty , w h ich  losses sh ou ld  be 
considered  up o n  a  p ro p e r basis  w ith  
b o th  th e  item  an d  com posite  ra te s  of 
d e p re c ia tio n .”
T he fo reg o in g  e x tra c ts  in d ica te  som e 
o f th e  p itfa lls  w hich  a tte n d  th e  in tro ­
d u c tio n  o f com posite  c lass ra te s  an d  a  
com posite  to ta l  ra te , an d  I  am  n o t so 
su re  b u t th a t  th e re  m ay  be fo u n d  o th e r  
m a tte r s  to  cause  concern . F o r  exam ple, 
how  f a r  w ill s ta n d a rd  ra te s  be effective,
once th ey  a re  ag reed  upon? W ill they  
ap p ly  on ly  to new  o p e ra tio n s  com ­
m enced  a f te r  th e ir  d e te rm in a tio n  a n d  
accep tance?  W ill th ey  be m ade re t ro ­
ac tive  in so fa r  as th e  R evenue A cts w ill 
p e rm it?  W ill i t  be n ecessary  fo r each  
h o te l to  d raw  a  line  an d  s t a r t  a  new  se t 
of d ep rec ia tio n  ca lc u la tio n s  based  on  
them , o r can  a ll h o te ls  co n tin u e  on  th e ir  
o ld  bases e s tab lish ed  p r io r  to  th e  in ­
tro d u c tio n  o f new  ra te s?
T hese  q u estio n s a re  im p o rta n t an d  so  
fa r  a s  I  can  see h av e  n o t y e t been  de­
te rm in ed , b u t i t  w ould  seem  th a t  if 
th e re  is an y  d o u b t a s  to  th e  a t t i tu d e  of 
th e  B u reau  in  re g a rd  th e re to  i t  sh o u ld  
be re so lved  a t  an  ea rly  da te .
E v ery o n e  I  im ag in e  is m o re  o r less 
in d iffe ren t to  p ro b lem s of th is  n a tu r e  
u n ti l  su ch  a  p ro b lem  com es hom e to  
ro o s t on h is  ow n d o o rs tep  an d  is fo u n d  
to  be v e ry  d ifficult of so lu tio n . T h en  
h e  w ou ld  lik e  to  find im m ed ia te ly  som e 
re lia b le  b ase  upon  w hich  he  m ay depend  
fo r  th e  d isposa l of th e  p rob lem . R ig h t 
th e re  h is  tro u b le  beg in s b ecause  h e  w ill 
g en e ra lly  find th a t  m uch  h a s  been  w r it­
te n  of eq u a lly  conv incing  n a tu re  on  b o th  
sides  of th e  question . O pinions of ex­
p e r ts  w ill d iffer, an d  he is g en e ra lly  a t  
sea  on th e  w hole p ro p o sitio n . P e rh a p s  
t h is co n d itio n  can  n ev e r be rem ed ied , 
b u t sh o u ld  th e re  n o t be m ade an  e ffo rt 
to  rem ed y  it?
T he an sw er of course  is yes, b u t  how  
can  i t  be done in  a  p ra c tic a l w ay w ith ­
o u t too m uch  expense? R esea rch  costs 
m oney. I f  i t  is to  be done on a la rg e  
scale, th e  p ro p e r perso n s m u s t be fo u n d  
to  head  th e  p ro je c t; th e re  m u s t be a n  
o rg an iza tio n  to  develop th e  p lan  an d  
c a rry  i t  th ro u g h  to  a  successfu l conclu ­
s ion  w ith in  a defin ite  b u d g e t allow ance. 
In  g en e ra l a ll th e  m ach in e ry  n ecessary  
m u s t be m ade  av a ilab le  to  m ak e  re ­
sea rch  w o rk  w o rth  w hile.
T he in d iv id u a l h o te l, how ever, m ay  
find itse lf  so s i tu a te d  th a t  i t  can  c a rry  
o u t its  ow n re se a rc h  w o rk  if com plete  
re co rd s  a re  av a ilab le  of th e  item  in ­
v e s tm e n t in  d ep rec iab le  a sse ts , o r i t  m ay  
h ave  a re c e n t a p p ra isa l fro m  w hich  th is  
in fo rm tio n  can  be assem bled . I f  it  th en  
d e te rm in es  th e  age an d  u se fu l life  o f  
each  ite m  from  its  ow n know ledge and  
experience , su p p lem en ted  by  in q u iry  
w here  in  d o u b t as to  th e  p a r t ic u la r  life  
ap p licab le  to  an y  item , i t  w ill h ave  a ll 
th e  fa c to rs  re q u is ite  fo r  a d e te rm in a ­
tio n  of a  com posite  ra te , an d  i t  can  also  
e s tab lish  classes o r g roups and  a rr iv e  a t  
c lass o r  g ro u p  ra te s . T here  ap p ea rs  to  
be som e difference of op in ion  am o n g  ac­
c o u n ta n ts  as to  th e  c o n te n t an d  th e  te r ­
m ino logy  w hich  sho u ld  be u sed  to  desig ­
n a te  th ese  c lasses o r g roups . T h e  
B u reau  defines th em  a s :
“ G roups of re la te d  item s w ith  s im ila r  
p hysica l c h a ra c te r is tic s  an d  s im ila r  
pe rio d s of u se fu l life .”
W ith  th is  defin ition  to  s t a r t  w ith , i t
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sh ou ld  n o t be difficult to  re a c h  an  ag re e ­
m en t as to  u n ifo rm  classes an d  g roups.
T he H o te l A cco u n tan ts  A ssocia tion  
h as  been  engaged  in te rm itte n tly , as tim e 
an d  o p p o rtu n ity  afforded , in  a  s tu d y  of 
d ep rec ia tio n  fo r ap p ro x im ate ly  tw o 
years . T h is s tu d y  is now  befo re  th e  
dep rec ia tio n  co m m ittee  in  th e  sh ap e  of 
a  fo rm a l re p o r t  fo r co n sid e ra tio n . T here  
rem a in , how ever, c e r ta in  fe a tu re s  of th e  
s tu d y  w hich seem  to re q u ire  m uch  m ore 
in ten siv e  re sea rch .
T he A m erican  H o te l A ssocia tion  of 
th e  U n ited  S ta te s  a n d  C anada h a s  r e ­
cen tly  conduc ted  a n  ex tensive  in q u iry  
on th e  su b je c t of d ep rec ia tio n  ra te s  u p ­
on th e  re q u e s t of th e  C om m issioner of 
In te rn a l R evenue. T he re s u lts  have  
ju s t  been  p u b lish ed  in  p am p h le t fo rm  
an d  d is tr ib u te d  to  th e  m em bers  of th a t  
A ssocia tion  an d  so fa r  as I  know  m ay 
have a lread y  been  su b m itte d  to  th e  
C om m issioner. I  desire  to  com p lim en t 
th e  h o te l m en  on th e  e x te n t an d  th e  a p ­
p a re n t p u rp o se  of th e i r  w o rk . I t  ap ­
p ea rs  to  have  been  in sp ired  by th e  sam e 
e a rn e s t pu rp o se  as o u r ow n re p o r t, an d  
seem s to  have  covered  th e  co u n try  
p re tty  th o ro u g h ly . I  have  n o t h ad  an  
o p p o rtu n ity  to  s tu d y  th e  re p o r t  in  de­
ta il, b u t I p e rso n a lly  fee l th a t  a tim e ly  
serv ice h a s  been  re n d e re d  th e  h o te l in ­
d u s try , an d  th a t  w hen  o u r  re p o r t  is com ­
p le ted  an d  p u b lished  th e  added  in fo rm a­
tion  w hich  w ill th e n  be av a ilab le  to  th e  
C om m issioner (w ho h a s  req u es ted  a  
copy th e re o f)  and  to  th e  h o te l m en a t  
la rg e  w ill be in v a lu ab le  fo r  re fe ren ce  
purposes in  re ach in g  a  decision  as to  de­
p rec ia tio n  ra te s . C erta in ly  th e  fo u n d a ­
tio n  w ill have  been  la id  upon  w hich  fu ­
tu re  d ep rec ia tio n  ra te  s tu d ie s  can  be 
ca rried  o u t m ore  effectively.
L e t us rev iew  th e  reco m m en d atio n s 
of th e  B u reau  of In te rn a l R evenue fo r 
i t  seem s to  m e th a t  th e  p rin c ip les  of 
d ep rec ia tio n  a re  exp ressed  th e re in  very  
clearly .
F ir s t .  In v e s tm e n t in  dep rec iab le  
p ro p erty  is re g a rd e d  as a  p rep a id  o p e r­
a tin g  cost.
Second. D ep rec ia tio n  by item s o r 
g roups of re la te d  item s w ith  s im ila r 
physical c h a ra c te r is tic s  an d  s im ila r p e ri­
ods of u se fu l life  is th e  so u n d es t basis  
of d ep rec ia tion  accoun ting .
T h ird . T he u se fu l life  in  years , of 
each item , is th e  only  sound  basis of es­
ta b lish in g  ra te s  of dep rec ia tio n .
F o u r th . S chedu les lis t in g  a sse t 
item s, o r c lasses of item s u sed  by  de­
p a rtm e n ts  of a n  in d u s try  w ith  th e  es­
tim a ted  av e rag e  u se fu l life  of each  item  
or class of item s, a re  th e  on ly  schedu les 
w hich w ill serve  th e  desired  ends.
F if th . C om posite ra te s  a re  approved  
as a m ethod , if  d e te rm in ed  fro m  th e  
basis of th e  u se fu l lives of item s.
S ix th . C om posite  r a te s  do n o t p e r­
m it th e  d e te rm in a tio n  of loss on  th e  d is­
posal of in d iv id u a l item s.
S even th . E ven  w ith  com posite  ra te s  
d e te rm in e d  by guess, i t  ev en tu a lly  be­
com es n ecessary  to  d e te rm in e  item  
costs. I t  is e a s ie r  to  do th is  a t  th e  
o u ts e t th a n  la te r .
E ig h th . A n a sse t so ld  a f te r  a  fixed 
te rm  of life  is p a r tly  exp ired  m u s t be 
d ep rec ia ted  by th e  new  in v es to r over 
th e  re m a in d e r  of th e  fixed te rm , and  
th e re fo re  a t  a  h ig h e r  ra te .
N in th . M ere sa lvage  v a lu e  sh ou ld  
n o t be fu r th e r  d ep rec ia ted .
T en th . P ra c tic a l an d  th e o re tic a l ac- 
c o u n tin g  conflict in  p rac tice . F u ll th e ­
o ry  re q u ire s  too m uch  labo r. 85 p e r 
cen t to  90 p e r cen t is sufficient d e ta il 
of item iza tio n .
E le v e n th . P e rc e n ta g e  ra te s  unaccom- 
p an ied  by a s ta te m e n t of acco u n tin g  
policy a re  m ean in g less . No v a ria tio n  
of a cco u n tin g  policy can  a lte r  th e  u se fu l 
life  of a n  asse t.
F ro m  th e  fo reg o in g  i t  is  a p p a re n t 
th a t  th e  only  co rrec t base  is th e  u se fu l 
life  of an  item . If  th a t  is so is i t  going 
to  be p rac tic ab le  fo r  th e  h o te l in d u s try  
to find o u t w h a t th e  av e rag e  u se fu l 
life  of each  item  of eq u ip m en t is? If 
th a t  q u es tio n  can  be an sw ered  in  th e  
affirm ative, th e n  th e  qu estio n  is red u ced  
to  b u ild in g  up a  com plete  lis t  of item s 
fo rm in g  th e  e q u ip m en t of a  h o te l and  
th e  in v es tm en t in  each  item  fo r th e  de­
te rm in a tio n  of th e  a m o u n t of d ep rec ia ­
tio n  to  be p rov ided .
I t  is a p p ro p r ia te  to p o in t o u t h e re  one 
o r tw o co n ten tio n s  of th e  g o v ern m en t in  
th is  b u lle tin  w hich  a p p e a r  to  m e open 
to  exception .
(6 )  I t  does n o t seem  to  m e im pos­
sib le  to  co m p u te  losses even w h ere  com ­
posite  ra te s  a re  used— if we have  item  
schedu les  as a  basis  of th e  com posite  
ra te s . I f  th e  com posite  ra te  is e s ta b ­
lished  by guess, o r  g en e ra l e s tim a te , I 
w ould  concede th e  g o v e rn m en t’s posi­
tio n , b u t n o t o therw ise .
(8 ) A n old  a sse t p a r t ly  dep rec ia ted , 
p u rch ased  by a  new  in v en to r, p e rh ap s  
fo r  a  new  pu rpose , m ay  read ily  have  ac­
q u ired , in  th e  h an d s  of th e  new  ow ner, 
a new  perio d  o f u se fu l life . T h ere fo re  
th e  c o n ten tio n  th a t  i t  h as  p rec ise ly  th e  
re m a in d e r  of its  o rig in a lly  a ss igned  pe­
riod  of u se fu l life  le f t  fo r recovery  of 
c a p ita l does n o t seem  ten ab le  in  a ll 
cases.
(9 ) S alvage v a lu e  being  on ly  e s ti­
m a ted , i t  seem s to  m e th a t  d ep rec ia tio n  
shou ld  co n tin u e  u n ti l th e  a sse t in v es t­
m en t is fu lly  recovered . A n y th in g  
rea liz ed  on th e  sale  of th e  fu lly  de­
p rec ia ted  a sse t w ou ld  th e r e a f te r  be in ­
come.
(1 1 ) I t  is n o t a lw ays c lea r w h a t th e  
C om m issioner m eans by th e  w ords “ ac­
co u n tin g  po licy .” A m ore concise defi­
n it io n  h e re  w ou ld  be v ery  he lp fu l.
In  ad d itio n  th e re  a re  special e le ­
m en ts  of p ecu lia r  im p o rtan ce  in  th e  
h o te l busin ess  w h ich  m ay  cause a m odi­
fication  in  th e  m ethod  of d e te rm in in g  
d ep rec ia tio n . I re fe r  to—
(1 ) L easeho ld  lim ita tio n s .
(2 )  E s tim a te  of th e  p robab le  u se fu l 
life  of th e  in d iv id u a l h o te l business.
(3 ) T he s tru g g le  fo r b usiness a f te r  
th e  f irs t w ave of p o p u la r ity  h a s  d ied  
o u t.
I do n o t know  how  m any  h o te ls  a re  
o p e ra ted  by th e  ow ners of th e  re a l ty  as 
w ell as th e  eq u ip m en t, n o r  do I know  
how  m any  a re  o p e ra ted  u n d e r  a  lease , 
b u t I  th in k  i t  is  fa ir  to  assum e th a t  th e  
la t te r  w ill be la rg e r  in  n u m b e r th a n  
th e  fo rm er. T he h o te l u n d e r  lease  h a s  
a  d ep rec ia tio n  p rob lem  d iffering  fro m  
th a t  of th e  h o te l ow ned o u tr ig h t, be­
cau se  th e  te rm  of th e  b usiness  o p e ra ­
tio n  is lim ited  by  th e  te rm s of th e  lease.
A h o te l seldom  g ives up  b u sin e ss  a t  
one  loca tion  and  m oves its  e q u ip m e n t 
to a n o th e r  loca tion  as o th e r  b u sin esses  
m ay  do. W hen  a ho te l h a s  reach ed  th e  
expected  end of its  u se fu l life  an y  one 
of sev e ra l th in g s  m ay  hap p en . I t  m a y  
be  acq u ired  by th o se  w ho specia lize  in  
ta k in g  over h o te ls  w hose te rm  of u se fu l 
life  h a s  te rm in a te d , fo r  th e  p u rp o se  of 
o p e ra tin g  th e m  u n d e r  e n tire ly  d iffe ren t 
co n d itio n s an d  a t  m uch  low er ra te s , 
a f te r  a cq u ir in g  th e  fu rn itu re  an d  o th e r  
e q u ip m en t a t  b a rg a in  p rices. I t  m ay  be 
so ld  a n d  th e  b u ild in g  dem o lished  an d  
th e  s ite  im proved  by a  n ew er an d  la r g e r  
b u ild in g  d e s tin ed  fo r  o th e r  uses. O r  
i t  m ay  be rem odeled  as i t  s ta n d s  fo r  
o th e r  uses. In  an y  of th e  th re e  cases 
c ited  above th e  r e t ir in g  p ro p r ie to r  d is­
poses o f th e  fu rn i tu r e  an d  o th e r  e q u ip ­
m en t e i th e r  to  th e  su b seq u en t o p e ra to r  
o r  else p e rh a p s  a t  pub lic  sa le  a t  au c tio n  
p rices. W h ere  a succeed ing  p ro p r ie to r  
ta k e s  th e  p rem ises  o ver u n d e r  an  ex is t­
ing  lease  th e  co n sid e ra tio n  is a p t to be 
g re a te r  th a n  w here  th e  sale  is m ade fo r 
th e  sole pu rpose  of d isco n tin u in g  th e  
h o te l busin ess  a t  th a t  location .
If  th e  d ep rec ia tio n  p rov ision  on  th is  
e q u ip m en t h a s  n o t k e p t pace w ith  th e  
d ecline of th e  b u sin ess  th e n  th e re  m ay 
be, an d  p ro b ab ly  w ill be, a  loss to  w rite ­
off, w h ich  m ost like ly  w ill have  to  be 
added  to  a n  o p e ra tin g  loss fo r th e  ac ­
co u n tin g  perio d  d u rin g  w hich  th e  sa le  
ta k e s  p lace.
Now how  sh o u ld  th is  s i tu a tio n  be 
m et?  Does i t  com e w ith in  th e  defin i­
tion  of th a t  k in d  o f obsolescence w h ich  
is no t p e rm iss ib le  of d ed uc tion  fro m  
p ro fits  u n d e r  th e  incom e ta x  law s? O r 
does i t  com e u n d e r  th a t  k ind  o f ob­
solescence w hich  is d ed u c tib le?  O r n o t 
u n d e r  e ith e r?  T h ere  is no u n c e r ta in ty  
a s to  th e  cou rse  w h ich  th e  o w n er 
th e re o f  m ay  ta k e  an d  shou ld  ta k e  from  
a n  acco u n tin g  s tan d p o in t. H e sh ou ld  
beg in  to  p rov ide  fo r th e  e s tim a ted  loss 
to  be su s ta in e d  th ro u g h  th e  closing  of 
th e  business , sufficiently  in  advance of 
th e  o ccu rrence  to  recover o u t of p ro f its  
( C o n t in u e d  o n  p a g e  25)
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Ethical Problems in Methods of Building Practices 
By Young Public Accountants
T H E  young  P u b lic  A cco u n tan t a f te r  v iew ing  w ith  in ten se  a d ­m ira tio n  th e  w o rk  of th e  sign  
p a in te r  on  th e  door o f h is  new  offices, 
finds h im se lf face to  face  w ith  som e 
re a l p rob lem s, p ro v id ed  he  w an ts  to  
re n d e r  a  h ig h  ty p e  of serv ice, have  
s ta n d in g  in  h is  co m m un ity  an d  in  h is 
p ro fession . H e, of course , w an ts  to  be 
a  success, a t ta in  p rom inence , e s tab lish  
a  nam e, an d  becom e a r e a l  fa c to r  in  th e  
b u sin ess  life  of h is  c lien ts  an d  com m un­
ity .
T he young  pub lic  a c c o u n ta n t w hom  
I sh a ll consider is th e  o rd in a ry  young  
fellow  w ho considers th a t  th e  p rac tice  
of p ub lic  acco u n tin g  is  a  p ro fessio n  th a t  
h e  is to  co n tin u e  th ro u g h  life , an d  n o t 
m ak e  i t  a  gold m ine  in  th e  f irs t tw o  or 
th re e  y ea rs  and  th e n  re t ire . H e con­
s id e rs  i t  a  p ro fession  and  n o t a  com ­
m erc ia l b usiness, an d  h e  w a n ts  to  con­
d u c t h im se lf a long  th o se  lines. I am  
n o t co n sid erin g  so m uch  th e  p rob lem  
o f th e  o th e r  fellow  w ho says , “ L e t’s go 
to  i t  an d  g e t th is  th in g  over w ith , and  
to m o rro w  w e w ill g o a t  so m eth in g  
e ls e .” I  th in k  w e a re  v e ry  p rone  to  
fo rg e t th e  fellow  w ho fo llow s us. W e 
overlook  th e  fa c t th a t  we a ll cam e 
a lo n g  th e  sam e ro u te , m ore  o r less—  
som e of u s  m ore , som e of u s less, and  
I  hope th a t  th e  g en tlem en  w ho ex­
p ressed  th em selv es to  me as d es irin g  
to  p a r tic ip a te  in  th is  d iscussion , w ill 
do so b ecause  i t  is one of th e  r e a l  p ro b ­
lem s of an y  p ro fession , n o t only  ours. 
I t  is  a  re a l p rob lem — b u ild in g  th e  fo u n ­
d a tio n  w o rk  fo r tom orrow .
N a tu ra lly , th e  ad d itio n  of new  c lien ts  
to  h is  p rac tic e  is  of p rim e  im p o rtan ce . 
H ow  to  g e t th e m  is one of h is  r e a l  p ro b ­
lem s. T he re a liz a tio n  th a t  if  he  is to 
have  th e  re sp ec t of h is fe llow  p ra c ti­
tio n e rs  he  m u s t p roceed  a lo n g  som e­
w h a t w ell defined lines. I f  h e  is a  m em ­
b er of h is  local s ta te  o rg an iza tio n , T he 
A m erican  Society  o f C ertified  P u b lic  Ac­
co u n tan ts , o r th e  A m erican  In s ti tu te  of 
A ccoun tan ts , he h a s  th e  “ th o u  sh a ll 
n o t”  or code of e th ic s  to  d ea l w ith . A nd 
if he  is th e  ty p e  of m an  w ho is w o rth y  
of be ing  a  p ro fessio n a l a cco u n tan t, th is  
m odern  m osaic  code, if  you p lease , 
m eans m u ch  to  h im , fo r  he  does n o t 
w an t to  be g u ilty  of o r su spec ted  of 
be ing  ju s t  w ith in  th e  law .
I have  h e a rd  i t  sa id  on m an y  oc­
casions, “ w hy b o th e r  o r g iv e th o u g h t 
to  so lic ita tio n  of new  c lien ts— do a good 
job— th a t  is th e  b e s t new  b usiness g e t­
te r  th e re  is ,”  w h ich  is tru e , an d  I  p re ­
sum e h as  acco u n ted  fo r  m ore  new
B y HERM AN C. J . PEISC H , C. P . A . 
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c lien ts  th a n  an y  o th e r  m ed ium , b u t I 
am  s til l  of th e  op in ion  th e  p ro fessio n a l 
a c c o u n ta n t m u s t se ll h is  ow n serv ices. 
By th is  I do n o t m ean  he sh o u ld  m ak e  
a  house  to  house  canvass, b u t som e 
so lic ita tio n  can  be m ade, d ignified , 
w holly  p ro fessio n a l, an d  p lace y o u r 
serv ices b efo re  y o u r p ro spec tive  c lien t. 
If  you find h e  is  a lread y  being  se rved  by 
a  fe llow  p ra c tit io n e r , se ll h im  on th e  
id ea  th a t  h e  is be ing  w ell se rved  to  
th e  e x te n t th a t  he  is im pressed  w ith  th e  
id ea  th a t  a cco u n tin g  serv ices a re  n o t a  
“ box of p ru n e s” to  be b a r te re d  fo r, b u t 
so m eth in g  liv ing , an im a te , a  fr ien d sh ip  
w hich  g row s m o re  v a lu ab le  w ith  age. 
Y our fellow  p ra c tit io n e r  w ill so o n er o r 
la te r  le a rn  of it , an d  w ill have  a w a rm er 
affection  fo r  you , fo r  it.
In  th is  connection , m ig h t I rem in d  
you th a t  th is  a lso  app lies w hen you a re  
ca lled  in  to  rep lace  a  fellow  p ra c t i­
tio n e r— if possib le , be th e  fr ie n d  in  
co u rt. In  b o th  cases, you w ill find i t  
pays, an d  in c id en ta lly  i t  p roduces new  
business. You have  tw o fr ie n d s  p u ll­
ing  fo r  you , a n d  y o u r p ro sp ec t w ill 
sp eak  w ell o f you , and  th e  acco u n tan t 
w ill t r y  to  r e tu rn  th e  fav o r a t  th e  e a r ­
lie s t possib le.
T hen , on th e  o th e r  h an d , you d o n ’t 
w an t th e  o th e r  fe llow ’s c lien ts  a f te r  a ll. 
W hy, because  th ey  have  been accus­
tom ed  to  a d iffe ren t serv ice th a n  you 
possib ly  w ou ld  re n d e r . A re -ed u ca tio n  
th e n  m u s t fo llow , a n d  you h av e  ta u g h t 
a c lien t th a t  it  m ig h t be w ise  to  change 
acco u n tan ts , w hich  p igeon  m ay som e 
day  com e hom e to  roost. T he o th e r fe l­
low  lab e ls  you a  s te a le r  of sheep , an d  
th a t  h a s  its  bad  a f te r  ta s te .
C o n cen tra te  y o u r effo rts fo r new  b u si­
ness to  a p ro g ram  w hich  w ill b rin g  you 
in  co n tac t w ith  p ro spec ts  w ho have 
n ev e r been  served . Sell th em  th e  idea  
th a t  y o u r serv ices a re  n o t to  be b a r ­
te red , b u t so m eth in g  to  be sough t. T hen  
re n d e r  a serv ice th a t  w ill be th e  fo u n ­
d a tio n  of a  p e rp e tu a l serv ice. T hen , 
d o n ’t  fo rg e t th a t  c lien t, but live h is busi­
ness w ith  h im  th ro u g h o u t th e  y ear, and  
it  w ill p ro d u ce  you th e  p ro sp ec ts  you 
a re  look ing  for.
C onsequen tly , I  believe i t  is possib le 
to  m ee t th e  n ecess ity  fo r  se llin g  o n e ’s 
ow n serv ices, w h ich  to  th e  yo u n g  pub lic
a c c o u n ta n t is ev id en t by th e  s ta te m e n t 
th a t  i t  is possib le  to  do so in  a  m a n n e r 
w hich  w ill be c red itab le  to  th e  p ro fes­
sion , yo u rse lf, an d  o th e rs  concerned , 
p rov ided , how ever, you ju s t  rem em b er 
in  y o u r re la tio n sh ip  w ith  th e  o th e r  fe l­
low , th e  sim ple  code of th e  “ G olden 
R u le .”
T h e re  a re  p ro b lem s w hich  o u r c lien ts  
b r in g  to  us in  th e  n a tu re  o f app ro v in g  
financia l tra n sa c tio n s  an d  s ta te m e n ts , 
w h ich  m ay  n o t be based  on fac ts , b u t 
a re  m is lead in g  an d  do n o t p o r tra y  th e  
tru e  s ta te  o f affa irs , b r in g in g  p re ssu re  
to  b ea r th a t  u n less  w e see th e i r  w ay, a 
change  in  a c c o u n ta n ts  m ay  possib ly  fo l­
low . Som e m ay n o t go to  th is  ex trem e, 
b u t th ese  p ro b lem s m u s t be so lved, an d  
u su a lly  w ith o u t m uch  p recedence  to  
d raw  upon . T hen  is w hen  y o u r re la tio n ­
sh ip  w ith  y o u r fe llow  p ra c tit io n e rs  is 
go ing  to  com e in  h an d y . Go to  som e of 
th e  o ld e r m en, confide in  th em , an d  I 
am  su re  a  so lu tio n  w ill be fou n d . You 
o ld e r m en, le t  m e rem in d  you th a t  i t  
m ay  be w ell to  cu ltiv a te  th ese  y o u n g er 
m en, w in  th e i r  confidences, an d  good­
w ill. I t  a lso  pays good d iv idends. R e­
m em ber, CONFID ENCE  is one of th e  
fo u n d a tio n  ro ck s of o u r  p ro fession .
T h en  th e re  is th e  p erson  look ing  fo r 
“ in s id e  in fo rm a tio n ,”  w h ich  m ay  be th e  
b an k e r, co m p e tito r, o r a  n e ig h b o rin g  
c lien t, w a n tin g  to know  w h a t a c e r ta in  
c lien t is d o ing  w ith  h is  sa la ry , how  
m uch  he  is m ak in g , an d  o th e r  item s in  
re g a rd  to  h is  b usiness, a ll of w h ich  a re  
to  a  la rg e  e x te n t none of h is  affa irs , b u t 
easily  a sk ed  of th e  young  pub lic  ac­
c o u n ta n t. J u s t  rem em b er th a t  y o u r 
c lien t h as  p laced  th ese  m a tte rs  in  t r u s t  
w ith  you— m eet y o u r q u es tio n e r w ith  
th e  re v e rse  q u es tio n  by a sk in g  h im  if  
h e  w an ts  you  to  v io la te  y o u r t r u s t ,  and  
if h e  w ou ld  w a n t you to  b ro ad cas t h is  
confidences— usu a lly , th a t  closes th e  
m a tte r .
O ur re la tio n sh ip  w ith  th e  B u reau  of 
In te rn a l R evenue an d  B oard  o f T ax A p­
peals , a lso  p re sen ts  som e p rob lem s— th e  
c lien t w ho w an ts  you to  sanc tion  padded  
accoun ts, una llo w ab le  ded u c tio n s, w ith ­
h o ld in g  c e rta in  ev idence a t  h ea rin g s , 
tw is ting  of s ta te m e n t of fac ts , e tc . 
U sually  th e se  c ircu m stan ces a re  ac­
com pan ied  by fu ll a ssu ran ce  on th e  p a r t  
of th e  c lien t th a t  h e  assu m es a ll r e ­
spo n s ib ility , b u t  w hen  th e  e r ro r  is d is­
closed, in  th e  m a jo rity  o f cases th e  ac­
c o u n ta n t is b lam ed. W hile  I  a d m it th a t  
field  a g e n ts  an d  o th e r  officials o f th e  
B u reau , d ea l in  sh a rp  p rac tices  w hich  
som etim es re s u lt  in  inconven iences to  
y o u r c lien t, th e  acc o u n ta n t w ho h as
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n ev e r com prom ised  an d  w ho h as  a l­
w ays been  fa i r  to  b o th  p a rtie s , soon 
ga in s th e  re p u ta tio n  th a t  he  can  be 
tru s te d  an d  w ill find i t  w ill g a in  h im  
c lien ts , an d  in c rease  h is  p re s tig e  and  
s ta n d in g  befo re  th e  B u reau  of In te rn a l 
R evenue an d  th e  B oard  of T ax  A ppeals.
In  conclusion— ju s t  a  w ord  to  th e  
o lder p ra c tit io n e rs— you w ho h av e  been  
th ro u g h  th e  m ill, so to  speak , w on’t  you 
be a  l i t t le  m ore fr ien d ly  to  th e  beg in ­
n e r, fo r h is  tro u b le s  a re  m any— p rac tice  
on  h is ow n acco u n t is new  to  h im , h is  
am b itio n s  g e t h im  in to  tro u b le— an d  I 
am  su re  he w ill deep ly  ap p rec ia te  y ou r 
adv ice  an d  counsel. L e t h im  know  th a t  
you cam e th e  sam e ro ad , an d  d o n ’t  fo r­
g e t th a t  you m ade m is tak es  an d  y o u r 
am b itio n s caused  you to  do som e th in g s  
th a t  you w o u ld n ’t  do now . In v ite  h im  
to becom e a m em ber of y o u r local So­
ciety, and , of course , y o u r N a tio n a l So­
ciety . T h e  en v iro n m en t w ill m ak e  h im  
a  b e tte r  m an . You need  h is  su p p o rt, 
fo r  he is th e  one to  p e rp e tu a te  w h a t you 
a re  do ing  now . T he fu tu re  p ro fession  
w ill be th e  re s u lts  of w h a t you bu ild  
now.
T he o th e r  fellow  is n ’t  So bad  a f te r  all 
a f te r  you g e t to  know  h im . I t  is s u r ­
p ris in g  w h a t fr ien d sh ip  an d  good fe l­
low ship  w ill do . R u les  of p ro fessio n a l 
conduct seem  to  fade  o u t of th e  p ic tu re , 
an d  a f te r  a ll, w e can n o t leg is la te  in to  
m en ’s h e a r ts  how  th ey  sh a ll a c t to w ard s 
each o th e r, b u t we can be of m a te ria l 
ass is tan ce  by w o rk in g  w ith  th em , and 
be one of th em , if  you p lease. E x tend  
a h e lp in g  h an d  and  ask  th em  fo r th e ir  
su p p o r t an d  counsel. I t  pays good d iv i­
dends.
In  closing , I am  rem in d ed  of a s to ry :
Officer: Y e’re  p inched  fo r  v io la tin ’ 
th e  traffic law s.
D river of C ar: W hich  one?
Officer: D urned  if I know , b u t ye ce r­
ta in ly  h a in t com e a ll th e  w ay dow n 
P ro fess io n a l B o u lev ard  w ith o u t b u s t in ’ 
one of ’em .
DISCUSSION
H OM ER E . L E W IS , C. P . A., C in­
c in n a ti, O hio:
Some few  m o n th s  ago in  filling  in  th e  
rep lie s  to  a  q u es tio n n a ire  sen t o u t by 
th is  Society, th e  su b je c t of “ E th ic s” w as 
one th a t  I  su g g ested  as a  top ic  fo r  d is­
cussion  a t  th is  m ee ting . My in te n tio n  
w as to  have a n  in te rp re ta tio n  of th e  
fo u rteen  p o in ts  of th e  p recep ts  fo r p ro ­
fessiona l conduct, as se t fo r th  in  A rtic le  
12 of o u r B y-Law s, as m any  of th em  
as a p p e a r  to  hav e  d iffe ren t m ean ings to 
d iffe ren t a cco u n tan ts .
My se lec tion  to  s t a r t  a  d iscussion  of 
th e  p ap e r you have  ju s t  h ea rd , “ E th ic a l 
P ro b lem s in  M ethods of B u ild in g  P ra c ­
tices of Y oung  P u b lic  A cco u n tan ts” 
w as m uch  of a  su rp ris e  to  m e as i t  in ­
d ica ted  th a t  Mr. P in k e r to n ’s m em ory  of
m y ag e  w as a t  fa u lt,  o r th a t  he  w as 
c re d itin g  m e w ith  a w o n d erfu l m em ory  
th a t  w ou ld  ta k e  m e back  to  th e  tim e  
w hen  I w as young.
N o t re ly in g  on th a t  m em ory , I chose 
as th e  m a n n e r o f m y defense , co n su l­
ta tio n s  w ith  fo u r  young  P u b lic  A ccoun t­
a n ts  w ho have  b u il t o r a re  now  b u ild ­
ing  a  p rac tice . T hey  h av e  been  u n d e r 
m y o b se rv a tio n , and  fro m  such  observa­
tio n  an d  o th e r  in fo rm a tio n  I could  
secure , have  e s tab lish ed  a p rac tice  by 
u s in g  e th ic a l m ethods.
I ca lled  each  o f th e  young  m en  by 
te lep h o n e , to ld  th em  I w ould  lik e  a 
sh o r t sk e tch  of th e i r  b usiness  b u ild in g  
ta c tic s  an d  to ld  th em  th a t  I w ished  to  
use  th e  in fo rm a tio n  in  th e  d iscussion  of 
th is  su b jec t.
A  re m a rk a b le  th in g  w as th a t  th e  
f irs t an sw er of each  w as, “ W hy, Mr. 
L ew is, th e  young  C ertified  P u b lic  Ac­
c o u n ta n t is n o t th e  u n e th ic a l one, i t  is 
som e of th e  o ld e r ones w ho a re  u n ­
e th ic a l.” As a ll h ad  th e  sam e an sw er I 
rep lied  th a t  I ag reed  w ith  th em , b u t as 
th is  does n o t seem  to  have  a  p a r t  in  th is  
d iscussion  I  w ill d rop  i t  h e re  by say ing  
th a t  i t  is only  too tr u e  th a t  m y ex p eri­
ence h as  been  th a t  i t  is th e  o ld e r ac­
c o u n ta n ts  th a t  hav e  been  in g e n io u s  
en o u g h  to  v io la te  in, sp ir it  b u t a t  th e  
sam e tim e  n o t th e  le t te r  of th e  p re ­
cepts. I m ig h t d iscuss th is  p o in t fu r th e r  
b u t w ill n o t do so now.
B u t to  th e  su b je c t,— T he fo llow ing  
b rie f  re m a rk s  a re  from  m y ow n o b se r­
v a tio n s  an d  fro m  th e  fo u r  young  m en 
a fo rem en tio n ed .
A m ong th e  th in g s  w ith  w h ich  a  young  
C ertified  P u b lic  A cco u n tan t h a s  to  con­
te n d  a re :
(1 ) R e p u ta tio n  n o t estab lished .
(2 ) L ack  of acq u a in tan ces  am ong  
m en of influence o r la rg e  busin ess  con­
nections.
(3 ) O ffers of w o rk  a t  r id icu lo u sly  
low  fees.
(4 ) T he p ro b ab ility  of h av in g  th e  
sa tisfied  c lien ts  th a t  he h as  o b ta ined  
be ing  co n tin u a lly  so lic ited  by o th e r  ac ­
co u n tan ts .
T he m e th o d s th a t  shou ld  be used  to 
overcom e th e se  difficulties seem  to  be 
based  upon  th e  fo llow ing :
(1 ) R en d e r re a l serv ice a t  a ll tim es.
(2 )  H ave a  p e rso n a l in te re s t in  th e  
c lie n t’s p rob lem s.
(3 ) B u t n o t leas t, be c lean -cu t in  a ll 
b u siness  dea lin g s w ith  c lien t and  pub lic  
as w ell a s  in  p e rso n a l affairs .
P ro b ab ly  one of th e  b es t policies 
w ould  be a sso c ia tio n  w ith  th o se  of h is  
ow n p ro fessio n  w ho a re  w ith o u t f a u l t  
as to  re p u ta tio n . T h is  a ssoc ia tion  m ay 
be h a d  th ro u g h  m em bersh ip  in  societies, 
a tte n d in g  lu n ch eo n s an d  d in n e rs  and  
o th e r  m eetin g s . O m ittin g  m yself from  
co n s id e ra tio n  I know  of no finer or 
c lea n e r co n tac t th a n  w ith  th e  m em bers
of th e  S ta te  an d  N a tio n a l Society. T he 
young  m en w ith  w hom  I co n su lted  a re  
a ll m em bers o f o u r  S ta te  Society  an d , as 
fo r m yself, a  m ee tin g  of th is  Society  o r 
of m y C h ap te r h as  co n sid e ra tio n  over 
any  o th e r  ap p o in tm en t I m ig h t m ake.
Of o u r  fo u r te e n  p o in ts , th e  ones m ost 
lik e ly  to  be v io la ted  by th e  young  m en 
in  th e  p ro fessio n  w ould  seem  to  be:
(10 ) E n g ag in g  in  o th e r  business.
(1 1 ) S o liciting .
(1 3 ) O beying th e  law s.
(1 4 ) A dvertis ing .
As to  en g ag in g  in  o th e r  b usiness, th e  
te n th  p o in t does n o t ap p ea r to  be w ell 
p laced  h e re , if  i t  app lies to  m em bers of 
th is  Society. A rtic le  I I I  of th e  C onsti­
tu tio n  re s tr ic ts  m em bers to  h o ld e rs  of 
C. P . A. ce rtif ica tes , no m en tio n  be in g  
m ade of th e  business in  w h ich  th ey  m ay 
be engaged  an d  I have  nev er h e a rd  of a 
re je c te d  ap p lic a tio n  fo r  m em bersh ip  
being  based  upon  th e  ap p lic an t n o t be­
ing  a  p rac tic in g  P u b lic  A ccoun tan t.
As to  obeying  th e  law s, th is  is n o t 
difficult in  m ost s ta te s  due to  lack  of 
p ro p e r  re g u la to ry  law s. A con d ition  
th a t  is now  on th e  p ro g ram  fo r  a t te n ­
tion .
A s to  a d v e rtis in g , th e  young  acco u n t­
a n t is u su a lly  in  such  a  financia l posi­
tio n  th a t  th e  p u rch ase  of space in  new s­
pap ers , m agaz ines and  d ire c to r ie s  is 
ou ts id e  h is  b u d g e t, n o r can he  afford  to  
p u t o u t o rn a te  desk  o rn a m e n ts  and  
w hat-no t.
T his leaves b u t one item  of th o se  I 
have  m en tio n ed —so lic ita tio n .
A yo u n g  m an  befo re  e s ta b lish in g  
h im se lf h a s  g en e ra lly  been  em ployed fo r 
a  few  y ea rs  on th e  staff of som e o ld e r 
A ccoun tan t. In  such  em p loym en t he  h as  
h a d  co n tac t w ith  an d  p ro b ab ly  com ­
p le te  ch a rg e  o f severa l accoun ts. W ith ­
o u t so lic ita tio n  o r ap p ro ach in g  th ese  
c lien ts  in an y  w ay he is su re  to  have 
offers of th e i r  b usiness o r a t  le a s t offers 
fro m  som e of them . In  som e cases th e  
fo rm e r em p loyer is co n su lted  by th e  
y oung  m an . In  o th e rs  th e  young  m an  
h a s  been  adv ised  h is  serv ices a re  very  
sa tis fa c to ry , an d  th a t  as he  is ac­
q u a in ted  w ith  th e  p rob lem s th a t  con­
f ro n t th e  c lien t, he  is th e  on ly  person  
w ho w ill be considered  fo r  a  c o n tin u a ­
tio n  of th e  en g ag m en t. Some c lien ts  
a re  p e rfec tly  w illing , an d  som e of th e ir  
ow n in itia tiv e , w ill p lace a  fu ll s ta te ­
m en t of th e  case befo re  th e  o ld e r Ac­
c o u n tan t.
C on tac ts  a re  m ade th ro u g h  fr ien d s  of 
th e  young  m an , he  being  ca re fu l to  
avo id  th e  c lien ts  of th o se  he  considers 
as e th ica l a cco u n tan ts . M ost new  c lien ts  
a re  th o se  w ho have n o t re g u la r ly  em ­
p loyed an  acco u n tan t.
A c tu a l p rac tic e  b u ild in g  as s ta te d  by 
tw o of m y  yo u n g  fr ien d s  is as fo l­
low s:
“A fte r  a  c an d id a te  fo r th e  deg ree  of
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C. P . A. h a s  a tta in e d  it, he rea lizes  th a t  
he  is a  m em ber of a  p ro fession  an d  th a t  
be ing  such  he  d es ire s  to bu ild  a  p ro fe s ­
sio n a l p rac tic e  of h is own.
"H e  th e re fo re  ta k e s  h u m b le  q u a r te rs  
in  som e office b u ild in g  an d  b eg in s  an  
u p -h ill figh t. H e looks a ro u n d  fo r an  
av a ilab le  m a rk e t fo r  h is  serv ices and  
finds th a t  m o st of th e  la rg e  b usiness  
concerns a lre a d y  a re  w ell served . H e 
is th e n  b ro u g h t face to  face  w ith  th e  
fa c t th a t  th e  only  m a rk e t is th e  sm a lle r  
b usiness  concerns.
“ H av ing  w orked  fo r  a n o th e r  acco u n t­
a n t p rev io u s to  e n te r in g  p ra c tic e  fo r 
h im se lf, h e  finds th a t  i t  w ou ld  be u n ­
e th ica l fo r  h im  to  so lic it an y  c lien t of 
h is  fo rm e r em ployer.
“ B eing  s h o r t  of fu n d s , i t  is im pos­
sib le  fo r h im  to  jo in  v a rio u s  o rg an iza ­
tio n s  in  o rd e r to  e s ta b lish  socia l co n tac t 
and , a f te r  a  p e rio d  of w a tch fu l w a it­
ing , h e  is e ith e r  fo rced  to  so lic it b u s i­
n ess o r  to  give up h is p rac tice . G iving 
up h is  p rac tice  w ould  be easie r, fo r up 
to  th is  p o in t he  h as  n o n e .”
T he fo reg o in g  is th e  op in ion  of one 
of th ese  young  m en. T h a t of th e  o th e r 
is as fo llow s:
“ T he young  a c c o u n ta n t to d ay  con­
te m p la tin g  e n te r in g  th e  p ro fessio n  of 
P u b lic  A ccoun ting  to  b u ild  a  p rac tice  
o f h is own, u su a lly  does n o t re a liz e  th e  
long, h a rd  row  th a t  aw a its  h im , if he 
h a s  no  fo r tu n a te  co nnec tions r ig h t  a t  
th e  s ta r t  o r  h as  no financia l b ack ing  
fo r  th e  f irs t few  lean  y ea rs . I t  is n o t 
only m y opin ion , b u t  th e  op in ion  of 
som e acco u n tan ts  in  th e  w ork  20 o r 
som e 30 odd y e a rs  th a t  to d ay  th e  p ro ­
fession  is  crow ded  an d  is h ig h ly  com ­
p e titiv e  an d  th a t  th e  av a ilab le  w o rk  is 
n o t sufficient to go a ro u n d . T h is w ould 
n o t be tru e  w ere  a ll th e  a cco u n tan ts  in  
th e  field certified  o r co m p e ten t m en, 
th a t  is, if  th e  in co m p e ten t could  be 
e lim in a ted , b u t th e  field seem s to  be 
o v e rru n  w ith  m any  in co m p e ten t ac­
c o u n ta n ts  w ho a re  ab le  to  secu re  v a lu ­
ab le  en g ag em en ts  because  of th e  fa c t 
th a t  m any  execu tives and  b u sin ess  m en  
seem  to  be u n ab le  to  d is tin g u ish  any  
d ifference betw een  th e  w o rk  of a  ce r­
tified  o r  o th e r  co m p e ten t a cco u n tan t 
an d  th a t  of th e  o th e r  k in d . T he la t te r  
have, in  fac t, som e ad v an ta g es  in  th a t  
w ith  th em  no e th ics  need  be observed  in  
se c u r in g  busin ess  an d  m o st of th is  k in d  
observe no e th ics.
“ T he p ro fess io n  of P u b lic  A ccounting  
h a s  been  o v erad v ertised , in  m y opin ion , 
in  th e  p a s t five y ea rs  o r so, an d  so glow ­
in g  have  been  th e  te rm s  in  w h ich  th e  
so-called  o p p o rtu n itie s  in  th e  p ro fe s­
sion  have  been  described  th a t  schools 
an d  colleges have  en ro lled  la rg e  classes 
in  th e i r  acco u n tan cy  cou rses y e a r  a f te r  
y ear. T his cond ition  is t r u e  today , and  
slow ly  b u t su re ly  th e  re a liz a tio n  th at 
th e  p ro fession  is becom ing  over-crow ded
an d  does n o t fu rn ish  th e  g ran d  o p po r­
tu n i tie s  so lav ish ly  ad v ertise d , w ill seep 
th ro u g h  to  th e  m asses an d  th e  p en d u ­
lu m  w ill beg in  to  sw ing  th e  o th e r  w ay.
“ M eanw hile, m an y  of th e  g ra d u a te s  
of th e se  schools a n d  colleges decide to  
go o u t a f te r  th e ir  sh a re  of th e  lu c ra tiv e  
business to  be h ad  in  th e  P u b lic  A c­
co u n tin g  field, w h e th e r  o r n o t th ey  have 
been  ab le  to  secu re  th e  ce rtif ica te  of a 
C ertified  P u b lic  A ccoun tan t. M any o th e r  
h a lf-b ak ed  s tu d e n ts , n o t even g ra d u a te s  
of accounting  schools, decide to do the  
sam e th in g .
“ In  th e  m ean tim e  th e  qualified  young  
acco u n tan t, observ ing  th e  cu sto m ary  
e th ics, c an n o t ad v e rtise , c an n o t so lic it, 
and  m u s t n o t be tem p ted  to  w in  th e  
c lien ts  of o th e rs . H e m ay h an g  o u t h is 
sh in g le  an d  th e n  s i t  and  w ait, w a tch ­
ing  h is  less e th ica l co m p e tito rs  go ou t 
an d  l i f t  th e  bacon . H e receives v e ry  l i t ­
tle  a ss is ta n c e  o r h e lp fu l advice fro m  h is  
o ld e r co lleagues; th e y  a re  e s tab lish ed ; 
th e y  have  h ad  th e i r  row  to  hoe, le t h im  
hoe h is.
“ S om etim es h e  is ab le  to  w a it i t  o u t; 
if so, he  p e rh ap s  reach es th e  s tag e  
w h ere  he is ab le  to  go a long  an d  bu ild  
up  a su b s ta n tia l c lien te le ; o ften  he 
‘goes u n d e r ’ an d  seeks em p loym en t 
w ith  o th e rs  to  keep  th e  w olf from  th e  
door.
“ W h a t is th e  so lu tio n ?  E d u c a tio n  of 
th e  pub lic  in  em ploy ing  to  a  g re a te r  ex­
te n t certified  o r qualified  acco u n tan ts  
on ly?  M ore s tr in g e n t C. P . A. law s and  
re g u la tio n  of th e  p rac tice  of pub lic  ac­
co u n tin g ?  R ecogn ition  of p ub lic  ac­
co u n tin g  as a  b usiness and  n o t a p ro ­
fession , d isca rd in g  cu s to m ary  e th ic s? ”
G en tlem en , you have  h e a rd  th e  op in ­
ion of th ese  young  m en  and  I th in k  th e  
so lu tio n  of th e i r  p rob lem  is very  m uch 
up to  you. W h a t is be ing  done in  th is  
Society  fo r  th e  e th ica l young  m en is 
p ro b ab ly  k now n  to  you. Is th e re  n o t 
som e w ay w e can  devise to  m ake  h is 
p a th  ea s ie r?  I  th in k  th e re  is an d  I 
th in k  th a t  th e  e n a c tm e n t of law s in 
each of th e  s ta te s  w ill ten d  to  g ra d u a lly  
e lim in a te  th e  in co m p eten t and  m ake th e  
p a th  of th e  y oung  a c c o u n ta n t in th e  
fu tu re  a  m uch  ea s ie r  one.
W IL L IA M  E D W A R D  W O L F F , C. 
P . A., New Y ork  C ity : I have  on 
va rio u s  occasions expressed  m yself 
q u ite  forcibly- upon  th e  e th ics of th e  
p ro fession  of acco u n tin g  an d  i t  is pos­
sib le  th a t  som e o f you g en tlem en  a re  
of th e  op in ion  th a t  I am  too e th ica l, 
m ay  be so, an d  if I  am , m y v iew s w ill 
co u n te rb a lan ce  th e  view s of th o se  w ho 
a re  less e th ica l th a n  w h a t th ey  o u g h t 
to  be. So fa r  a s  I  am  concerned , m y 
s ta tio n e ry  on ly  show s th e  n am e an d  
m y calling , th e re  is no ad d ress , no  te le ­
phone n u m b e r an d  th a t  is n o t lis ted  in  
th e  te lep h o n e  book. You m ay  a sk  how  
can a  c lien t, p ro spec tive  o r o therw ise ,
find you? My an sw er is how  did  those  
find me w hose w ork  I do. I  w ou ld  
u n d e r  no c ircu m stan ces  co nsider sen d ­
ing  o u t ca rd s  a d v e rtis in g  m y w ares  lik e  
a  d ry  goods s to re  o r a b u tch e r. I  am  
a p ro fe ss io n a l m an  n o t a  tra d e sm a n  an d  
w ill n o t low er m y p ro fessio n  to  th e  
level of a  tra d e , n o r is y ou r p ro fession  
to  be c lassed  w ith  th a t  of a  po licem an  
o r a  d e tec tive . T he on ly  c a rd s  I  h av e  
ever se n t o u t a re  th o se  n o tify in g  my 
c lien ts  t h a t  I h a d  m oved to  a n o th e r  ad ­
d ress  an d  th a t  m y  te lep h o n e  n u m b er 
h ad  been changed . You m ay  send  o u t 
ca rd s  an d  c irc u la rs  an d  I have  seen  
som e th a t  w ere  n o t g o tte n  up as  n icely  
as th o se  w hich  a  new  g rocer a ro u n d  
th e  co rn e r h ad  s tu c k  in to  y ou r le t te r  
boxes, b u t a ll  th is  u n p ro fess io n a l an d  
u n e th ica l a d v e rtis in g  so m uch  re so rte d  
to  by cha in  s to re s  an d  ch a in  s to re  ac­
c o u n ta n ts  w ill n o t do you any  good. I t  
cheapens you in  th e  eyes of an y  c lien t, 
m ay  he be ru n n in g  a  p e a n u t s ta n d  o r 
be th e  p re s id e n t of a  la rg e  c o rp o ra tio n ; 
an d  above a ll i t  cheapens you in  th e  
eyes of y o u r ow n p ro fession . T he only 
ad v e rtis in g  th a t  is m o st effective an d  
can n o t be recom m ended  too h ig h ly  is 
th a t  you do good w ork . T h a t becom es 
qu ick ly  know n an d  believe m e I  am  
sp eak in g  fro m  experience . I have 
never h e a rd  of ch a in  s to re  law yers  an d  
in  G rea t B r ita in  w h ere  th e  acco u n tin g  
p ro fessio n  is h e ld  in  h ig h  esteem , I  
u n d e rs ta n d  th a t  ch a in  s to re  a cco u n t­
a n ts  a re  n o t know n  an d  th e  h ig h  s ta n d ­
a rd  of e th ics  does n o t to le ra te  them . 
If th e  leg a l p ro fessio n  can  m a in ta in  a  
h ig h  s ta n d a rd , th e n  I  say  th a t  th e  c e r­
tified  a cco u n tan ts  can  do th e  sam e. T he 
law y er is n o t th e  on ly  one w ho h a s  an y  
b ra in . As a  m a t te r  of fa c t th e  law y er 
an d  th e  a c c o u n ta n t sh o u ld  w ork  to ­
g e th e r  n o t a t  cross pu rposes. In  m y 
es tim a tio n  i t  is h ig h ly  im p ro p er to  send  
o u t so lic ito rs  fo r  b u sin ess; th e  leg a l 
p ro fessio n  in  New Y ork  C ity  a ll of a 
su d d en  h ad  to  face  th e  fa c t th a t  v a rio u s  
k in d s of am b u lan ce  ch ase rs  and  s im i­
la r  specim en  w ere  do ing  b usiness  to 
th e  d e tr im e n t of th e  p ro fessio n  an d  as 
is w ell know n th e  legal p ro fession  go t 
busy  p u rg in g  itse lf  of a h ig h ly  u n d e ­
s ira b le  a d ju n c t. T he certified  acco u n t­
a n ts  can  do th e  sam e th in g . I  do n o t 
concede th a t  m y p ro fession  is in  any  
w ay, shape , fo rm  o r m an n e r in fe r io r  to  
an y  o th e r  an d  I fu lly  hope th a t  th e  ac­
c o u n ta n ts  in  th e  n e a r  fu tu re  w ill com ­
m an d  as h ig h  a re g a rd  an d  re sp ec t as 
an y  o th e r  p ro fession . T h e re  is one o u t­
s ta n d in g  fa c t w hy o u r p ro fessio n  h a s  
n o t rece ived  as m uch  co n sid e ra tio n  as 
I fee l w e sh ou ld  receive an d  th a t  is th e  
p ro n o u n ced  jea lo u sly  betw een  s ta te s . 
I t  is decided ly  u n e th ic a l an d  u n p ro ­
fessio n a l fo r  th e  h o ld e r of a ce rtif ica te  
from  one s ta te  o f th e  U nion to look
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dow n upon  a n o th e r  fro m  a n o th e r  s ta te . 
Mo good can  com e of it , as you know  
in  u n ity  th e re  is s t re n g th  an d  a  house 
d iv ided  a g a in s t itse lf, m u s t fa l l . E  
PL U R IB U S UNUM.
I t  is p resu m ed  th a t  certified  acco u n t­
a n ts  m ak e  no m is tak es . N o th ing  is f u r ­
th e r  f ro m  th e  t r u th  th a n  th is  a sse r tio n ; 
only ta k e  good care  th a t  you a re  th e  guy 
th a t  finds th e m  firs t an d  n o t th e  o th e r  
fellow . P lease  b ea r in  m ind  th a t  certified  
acco u n tan ts  a re  n o t w elcom ed w ith  a 
g re a t d ea l of en th u s ia sm  w h erev er th ey  
m ay be ca lled  to . T h e ir  p resence  is  de­
s ired  n o t b ecause  th ey  a re  handsom e, 
of w hich  k in d  I  on ly  know  a  few , th ey  
a re  th e re  f o r  th e  pu rp o se  of c lean in g  
up a  m ess, s e t tin g  th in g s  to  r ig h ts  and  
som e tim es find ing  o u t th in g s  w h ich  a re  
n o t so p lea san t. I t  is th e n  th a t  th e  
certified  a c c o u n ta n t is ca lled  upon  to 
show  th a t  h e  know s th e  e th ic s  of h is 
p ro fession , th a t  he  h as  th e  necessary  
ta c t  an d  d e m o n s tra te s  th a t  he  is n o t 
a n u isan ce  b u t a  w elcom e v is ito r  ab le  to 
a d ju s t  m a tte rs  to  th e  s a tis fa c tio n  of a ll  
concerned , a n  ad v ise r an d  counselo r 
w ho w hen  he  leaves is a sk ed  how  soon 
h e  can re tu rn  in  o rd e r  to  co n tin u e  th e  
good w ork . T h is  m ay  be an  id ea lis tic  
v iew po in t, b u t w ith o u t id ea ls  th is  w orld  
w ould  be a  v e ry  d re a ry  p lace to  live in .
Now a  g re a t d ea l h a s  been  sa id  an d  
w rit te n  ab o u t th e  re p o r t.  T h e re  is as 
m uch  e th ics  in  i t  in  w rit in g  i t  as th e re  
is in  th e  co n d u c t of th e  certified  ac­
c o u n tan t. I t  il l behooves an y  of us to 
w rite  a docum ent c ritic iz ing  every th ing  
and  everybody . Y ou rem em b er w h a t 
R o b e rt L ou is S tevenson  said .
A sim ple  s ta te m e n t of fa c ts  as fo u n d  
is m ost d e s irab le  an d  a  sim ple s ta te m e n t 
o f reco m m en d a tio n s is w h a t is w an ted . 
M ost of th o se  to  w hom  re p o r ts  a re  su b ­
m itted  a re  n o t fa m ilia r  w ith  th e  h ig h - 
fa lu tin g  ta lk  th a t  som e a c c o u n ta n ts  in ­
du lge  in ; th e y  th in k  th a t  th ey  im p ress  
th e  o th e r  m an  w ith  th e i r  deep k n o w l­
edge an d  im p o rtan ce ; b u t  do th ey ?  
M any re p o r ts  a re  qualified , up  an d  
dow n, r ig h t an d  le f t. W h a t good a re  
th ey ?  I p re fe r  to  ta k e  th e  w hole 
re sp o n sib ility  o r n o n e  an d  i t  w ou ld  n o t 
be th e  f irs t tim e  th a t  I  tu rn e d  a  c lien t 
dow n an d  re fu sed  to  do any  w o rk  fo r 
h im  o r h e r ; I  say  h e r  as w ell, because 
th e  p e ttic o a t is in  business, th e re  to 
stay , w hen  I  fo u n d  th a t  th in g s  w ere n o t 
qu ite  ko sh er.
W e a ll d e s ire  to  e a rn  a  fa ir  am o u n t 
of m oney  so w e can  b ra g  as m uch  as 
o u r n ex t d o o r n e ig h b o r o r p e rh ap s  a 
l i t t le  m ore, b u t th a t  sho u ld  n o t d is to r t 
o u r v iew po in t to  th e  e x te n t of com m er­
c ializ ing  th e  p ro fession . M oney shou ld  
never be w o rsh ipped , i t  sh o u ld  be y ou r 
se rv an t n o t y o u r m a s te r . W h en  you 
do good w o rk  you  can  expect a  fa ir  
rem u n e ra tio n  an d  in  99 o u t of a 100
cases you g e t it . I  i l lu s tra te  th is  by 
m y ow n experience; h e re  i t  is : I  am  
ab le  to m a k e  m yself u n d e rs to o d  in  sev­
e ra l lan g u ag es , besides th e  A m erican  
lan g u ag e  an d  by th e  w ay th is  is a  t r e ­
m endous a sse t to  know  m ore  th a n  one. 
W h ile  I w as in  E u ro p e  th e  la s t  tim e  be­
fo re  th e  w ar, I  m ade  th e  acq u a in tan ce  
of a m an  of v ery  h ig h  ra n k  an d  posi­
tion . H e w as a  m an  of la rg e  m eans 
an d  incom e p rin c ip a lly  derived  fro m  th e  
c u ltiv a tio n  of lan d . In  co n v ersa tio n  h e  
le a rn e d  th a t  I  fo llow ed th e  p ro fessio n  
of a cco u n tin g  w hich  su g g es ted  to  h im  
th e  id ea  of m e in tro d u c in g  a sy s tem  of 
a cco u n tin g  condensed  to  such  a  fo rm  
w hich  w ould  g ive  h im  a com prehensive  
id ea  as to  w h a t he  sh o u ld  receive an d  
w hich  sy s tem  h e  as a  lay m an  could  
easily  u n d e rs ta n d . H e gave m e c a rte  
b lanche  an d  ag reed  w ith  m e upon  a  
c e r ta in  fee  p e r day. I  tra v e lle d  to  h is  
v a rio u s  e s ta te s  an d  a f te r  sev e ra l w eeks 
of good h a rd  w o rk  a rra n g e d  a  v ery  
s im ple m e th o d  of a cco u n tin g  a n d  w hen  
m ee tin g  h im  in  V ien n a  su b m itted  m y 
re p o r t  an d  m eth o d  of ap p lica tio n . A fte r 
re a d in g  i t  and  lis te n in g  to m y ex p lan a­
tio n  h e  s ta te d  th a t  w as w h a t he h ad  
been  lo o k in g  fo r  an d  a sk ed  fo r m y 
b ill. I  h an d ed  i t  to  h im , he  looked  a t 
it, w en t over to a  sa fe  a n d  co u n ted  o u t 
a  n u m b er of b an k n o te s  w hich  he  h an d ed  
to  m e w ith  th e  re m a rk  th a t  th e  am o u n t 
w as doub le  th e  a m o u n t m y b ill called  
fo r  an d  th a t  th e  serv ice re n d e re d  h im  
w as w o rth  i t  an d  m ore. T h is m ay  be 
an  excep tiona l case b u t i t  i l lu s tra te s  
th e  fa c t th a t  good w o rk  is  w an ted  an d  
ap p rec ia ted .
T he p rin c ip le  o f acco u n tin g  is th e  
sam e a ll ov er an d  m y experience  has 
ta u g h t m e th a t  th e o ry  an d  p rinc ip le  
sh o u ld  be m ade  to  fit th e  co n d itio n s as 
you find th em  n o t th e  o th e r  w ay 
a ro u n d . I t  sh o u ld  be bo rne  in  m ind  
th a t  th e  m an  o r  w om an w ho ru n s  a  
business, la rg e  o r sm all, know s a  heap  
m ore  a b o u t i t  th a n  th e  certified  ac­
c o u n ta n t w hose serv ices a re  en lis ted  
fo r  som e rea so n  o r o th e r . I t  h a s  com e 
to  m y no tice  th a t  certified  acco u n tan ts  
have  gone in to  a  busin ess  lik e  b u lls  en ­
te r in g  a  ch in a  shop  an d  th e  dam age 
th ey  h av e  done w as a  p len ty . T h a t r e ­
ac ts  f irs t on  th em , second on th e  p ro ­
fession  an d  does a lo t of h a rm . To ac­
qu ire  know ledge th e  L o rd  h a s  endow ed 
us w ith  tw o eyes an d  tw o e a rs ; to  d is­
tr ib u te  i t  o n ly  one m eans h as  been  p ro ­
v ided  fo r  an d  th a t  is y o u r m o u th  o r th e  
ra tio  is 4 to  1.
T he lo n g er I  live th e  m ore I  rea lize  
how  l i t t le  I  know , b u t I do know  th is  
to  a  v e ry  la rg e  ex ten t, th a t  th e  h ig h e r  
y o u r e th ics, th e  h ig h e r  you ra ise  y o u r 
p ro fession , and  th e  h ig h e r  you ra ise  th e  
p ro fession , th e  h ig h e r  w ill be ra ised  in
th e  eyes of th e  people th e  s ta tu s  o f th e  
C ertified  P u b lic  A ccoun tan t.
H OM ER A. DUNN, C. P . A., N ew  
Y ork C ity : F o r  th e  pu rp o se  of c la r ify ­
in g  Item  10 of th e  P re c e p ts  of P ro fe s ­
siona l C onduct, I w ould lik e  to  read  i t ,  
an d  I believe you w ill th e n  ap p rec ia te  
th a t  th e  p o in t ta k e n  by  th e  y o u n g  
p ra c t it io n e r  w as n o t w ell m ade:
“ S hou ld  n o t en gage  in  an y  o th e r  oc­
cu p a tio n  o r  b usiness  co n jo in tly  w ith  h is  
p ro fess io n a l p rac tice , in  such  m an n e r 
as w ould  n o t be com patib le  or co n sis t­
e n t th e re w ith .”
A ny certified  pub lic  a cc o u n ta n t w ho 
m ay  be  em ployed  by a  co rp o ra tio n  to  
a u d it th e i r  accoun ts, is  e lig ib le  fo r 
m em bersh ip  in  th is  o rg an iza tio n . I f  he  
chooses to  go in , how ever, an d  is a d ­
m itted , he sh ou ld  confo rm  to  th is  ru le , 
and  shou ld  n o t engage in  any  business 
co n jo in tly  w ith  h is  p ro fe ss io n a l p rac ­
tice . T h a t is to  th e  in te re s t  of th e  w ho le  
p ro fession , because  th e  h is to ry  of th e  
g ro w th  of th e  p ro fessio n  h a s  c lea rly  de­
m o n s tra te d , to  som e of th e  o ld e r ones 
of us, a t  le a s t, w ho have tr ie d  to  be 
e th ica l, th a t  th e  m an  w ho c o n jo in tly  en ­
gages in  so m eth in g  else is open  to  
su sp ic ion  on  th e  p a r t  of a  p ro sp ec tiv e  
c lien t, w hen  th a t  p ro spec tive  c lien t d is­
covers th e  fa c t, an d  som etim es th e re  
have  been  in s tan ces  w here  th e  fa c t w as 
d iscovered , th a t  th e  re la tio n sh ip  w as 
b ro k en  because of th a t  fac t. W hy, 
th e re fo re , sho u ld  we n o t ta k e  th e  posi­
tio n  th a t  i t  sh ou ld  n o t be  done con­
jo in tly ?
H av ing  lived  in  a  g re a t  m an y  of th e  
com m erc ia l c e n te rs  of th is  coun try , 
a f te r  I  go t aw ay  fro m  th e  soil, and  
h av in g  ea rly  a ssoc ia ted  w ith  law yers  in  
law  off ices, and  h av in g  been  a co u rt r e ­
p o rte r , I have  h ad  th e  o p p o rtu n ity  to  
observe th e  effo rts  th a t  have  been  p u t 
fo r th  successfu lly  by young  law  p ra c ­
ti tio n e rs , and , in  p a r t ic u la r , one, w ith  
w h ich  p u b lic  a cco u n tan ts , w h e th e r  ce r­
tified  o r  n o t, c an n o t be ju s tly  accused , 
in  la rg e  m easu re , a t  lea s t. Som e of you 
w ill recognize th e  fac t, by re a so n  of 
y o u r ow n c o n tac ts  and  y o u r o b serv a­
tions, th a t  th e  keen , w ell p re p a re d  
y o u n g  law yer, w ho is look ing  fo r a 
p lace in  th e  su n  to  p rac tice , in te re s ts  
h im se lf in  th e  affa irs  of h is  com m unity . 
H e u n d e rta k e s  by  th a t  m eans to  a t ta in  
a  p rom inence  in  th e  com m un ity  m ind—  
in  th e  n ew sp ap e r co lum ns, if  you p lease  
— cred itab le  m ention, th e re , an d  n o t as 
an  am b u lan ce  chaser. T h a t is th e  
m ethod  w hich  he p u rsu es  to  so lic it p ra c ­
tice , an d  h e  does i t  e th ica lly , because  i t  
does so lic it p rac tice . Jo n es  & Shaw  a re  
en g ag ed  in  b usiness  an d  th e y  have  a 
leg a l con troversy , o r th e y  g e t in to  one 
w ith  som e cu sto m er o r som e p a r ty  w ith  
w hom  th ey  have h ad  c o n tra c tu a l re la ­
tions. T hey  have  n ev e r h a d  a law y er 
before , b u t th ey  rem em b er yo u n g
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Sm ith , w hose nam e h a s  been  in  th e  
n ew spapers , an d  w ho h a s  been  m en ­
tio n ed  in  th e  C ham ber of C om m erce, in  
w hich  th e y  a re  m em bers, a s  a  b r ig h t 
a n d  o u ts ta n d in g  young  m an , ta k in g  in ­
te r e s t  in  co m m un ity  affa irs , an d  w ho 
has, if you p lease , jo in ed  th e  C ham ber 
o f C om m erce. T h a t is  w here  we— I in ­
clude m yself, have  been  lax. W e have 
n o t g o tte n  in to  th e  su n  of th e  business 
.com m unity , an d  h av e  n ev e r h ad  con­
ta c ts  so th a t  th e  people  in  th e  b usiness 
com m un ity  knew  o f  us, an d  knew  of us 
c red itab ly  because of th e  w o rk  w e have 
done fo r th e  benefit of th e  co m m un ity  
in  w hich w e hav e  g iven  o u r efforts 
free ly  an d  w ith o u t re se rv e .
M ARTIN K O R T JO H N , C. P . A., New 
Y ork  C ity : I  do n o t know  th a t  I  am  
go ing  to  ad d  co n siderab ly  to  th e  w o rld ’s 
w isdom  a s  to  how  to  o b ta in  clien ts . 
I  h av e  a  few  o b se rv a tio n s  th a t  I  w ill 
offer. I am  one of th o se  w ho h ad  to 
s tru g g le  v ery  h a rd  to  g e t a  few  m ore 
c lien ts , som etim es successfu lly . I t  has 
been m y co n ten tio n  r ig h t  a long  an d  is 
today , th a t  th e re  is  very  l i t t le  co m p ari­
son betw een  m ethods of o b ta in in g  
c lien ts  in  th e  lega l p ro fessio n  an d  in 
th e  acco u n tin g  p ro fessio n . U n fo rtu n ­
a te ly , m any  a cco u n tan ts  overlook  th a t  
fac t.
Mr. D unn spoke  of am b u lan ce  chas­
ing. T he o ld  fa rm e r  to ld  h is  son w hen 
he  sen t h im  fo r th  in to  th e  business 
w orld , “ Boy, do th e  b es t you can. Be 
ho n est. I tr ie d  b o th  w ays.”
Now, am b u lan ce  ch asin g  in  th e  ac­
co u n tin g  field, if  you w ill ju s t  p e rm it 
th a t  te rm , is n o t as bad  as i t  looks. 
One of m y m ost v a lu ab le  c lien ts  today  
is a  concern  w hich  w as on th e  rocks 
a b o u t 1917. I  h e a rd  of th e i r  tro u b le , 
an d  I  w en t am b u lan ce  chasing , if you 
p lease , an d  I  to o k  a tax i fo r  fe a r  som e­
body  w ould  b ea t m e g e ttin g  to  them . I 
g o t th e ir  business. In c id en ta lly , I  be­
lieve  i t  w as th e  f irs t m o n th  th a t  I w as 
p ay in g  re n t, an d  i t  w as a heavy  r e n t—  
$25.00 a  m o n th . I  e a rn ed  $200.00 th a t  
m o n th  from  th em — a  fo r tu n e . T oday 
m y fees from  th a t  concern  a re  ab o u t 
$5 ,000 .00  a y ear. I w ou ld  do fo r th em  
a lm o st a n y th in g  u n d e r  th e  su n — an y ­
th in g  covered  by Jo h n  W ild m a n ’s fo u r­
te e n  p o in ts . I  fee l p ro u d  of th a t  con­
cern , an d  I  fee l p ro u d  of m y effo rts  an d  
of m y success in  g e tt in g  th e ir  business, 
an d  I feel p ro u d  th a t  th ey  a re  looked 
up to  in  th e  com m unity . P e rh a p s  I 
shou ld  have  been  sa tisfied  fo r th ese  
people  to  r in g  m e up. H eaven  know s, 
th e y  w ould  n ev e r have  fo und  m y nam e 
in  th e  te lep h o n e  book a t  th a t  tim e, 
because  i t  w asn ’t  th e re . T hey  needed  
m y serv ices as m uch  as I  needed  th e ir  
business. T h a t is th e  cau tio n  th a t  I 
w an t to  u t te r  a g a in s t s i t t in g  back  in  
y o u r office an d  w a itin g  fo r  c lien ts  to  
com e in.
I  w ish  th a t  m ore  p u b lic ity  could  be 
g iven  by th e  p ro fession . I d isag ree  w ith  
Mr. Lew is th a t  th e re  is too m uch  p u b ­
lic ity . I be lieve th a t  w h a t h e  ac tu a lly  
d id  m ean  w as th e re  w as too m uch  p u b ­
lic ity  by in d iv id u a ls  an d  n o t en ough  by 
th e  p ro fession . I believe th a t  in  New 
Y ork C ity, an d  I  am  su re  th a t  o th e r  
cen te rs  a re  a l i t t le  w orse, if a n y th in g , 
th e  b u sin e ss  com m un ity  is n o t w ell in ­
fo rm ed  as to  how  m uch  serv ice  we can 
re n d e r  fo r a  re la tiv e ly  sm all a m o u n t of 
m oney. I am  su re  th ey  som etim es em ­
ploy a $60.00 o r a  $70.00 a w eek  book­
keeper, w hen  th e y  sho u ld  have a  $30.00 
o r  $35.00 a  w eek g ir l to keep  th e  ac ­
co u n ts  co rrec tly , an d  th e n  g e t a pub lic  
a c c o u n ta n t to  p re p a re  a s ta te m e n t fo r 
th e m  a t  th e  f irs t of th e  m o n th  o r q u a r ­
te r  o r  y ear, as he can  g e t to  them .
I h ad  th e  p le a s a n t experience  ab o u t 
a  y ea r ago of find ing  a  concern  s i tu a te d  
in  th is  w ay, an d  fo r  no b e tte r  reaso n  
th a n  th a t  th e  sup p ly  o f in k  of a c e rta in  
k in d  in  N ew  Y ork  ra n  low. T h is  m ale 
bo o k k eep er w as in  th e  h a b it of p re p a r­
ing  th e  s ta te m e n ts  in  te n  o r tw elve d if­
fe re n t co lored  inks, an d  it  seem s th a t  
on  th is  occasion h e  could  n o t g e t h is  
s ta te m e n t off in  tim e , because th e  su p ­
ply  of one co lored  in k  ra n  o u t befo re  
i t  w as fin ished. T h a t m an w as g e ttin g  
$10 ,000 .00  a  y e a r  fro m  h is  em ployer. 
T he b u sin ess  w as n o t m ak in g  m oney, 
and  th e i r  law y er conceived th e  id e a  th a t  
if som e good fellow  w ho w as n o t over 
e th ica l w en t in  th e re , h e  m ig h t be ab le  
to  show  th em  how  to  m ake m oney. T hey 
have  m ade som e m oney since, an d  one 
rea so n  is th a t  th ey  d isco n tin u ed  th e  
serv ices of th e  $10 ,000 .00  a  y ea r book­
k eep er an d  s u b s ti tu te d  th e re fo r  be tw een  
th re e  an d  fo u r  th o u sa n d  d o lla rs  of ac­
c o u n ta n t’s fees.
W h ile  i t  p e rh a p s  sounds fa llac ious, 
n ev e rth e le ss  I believe th e re  is som e­
th in g  in  go ing  beyond th e  verifica tion  
sh ee ts  an d  sho w in g  people  w ho o u g h t 
to  k n o w  how  to m ak e  m oney. I f  we can 
do th a t ,  I th in k  a l i t t le  am bu lance  ch as­
ing  fo r c lien ts  w ho a re  h eaded  fo r th e  
ro ck s  is e ffo rt w ell spen t. I do n o t be­
lieve I  am  se rv in g  over fifteen  c lien ts  
who h ad  p rev io u sly  em ployed a n o th e r  
acco u n tan t. I b elieve th a t  r a th e r  th a n  
fee lin g  ash am ed  I have th e  r ig h t to feel 
p ro u d  of o ffering  an d  g iv ing  th e  se rv ­
ices o f o u r office to  som e 110 business 
o rg an iza tio n s  w h ich  nev er h a d  acco u n t­
ing  se rv ices  befo re .
MR. DUNN— Som e of you w ho a re  
p re se n t p ro b ab ly  do n o t know  Mr. 
K o rtjo h n  as w e l l  as I do an d  I  am  
a fra id  th a t  in  h is  v e ry  f r a n k  re m a rk s  
he  m ay  have le f t  you w ith  a n  exag­
g e ra te d  im p ress io n  of h is bad  q u a litie s . 
H e is n o t n e a rly  so ex trem e as he w ou ld  
have  you believe. N one of us in  N ew  
Y ork  have  ever h ad  rea so n  to  consider 
h im  a  door-bell r in g e r . I f  h e  h e a rs  of
a p ro sp ec t w ho needs acco u n tin g  
serv ices an d  is n o t a lre a d y  affilia ted  
w ith  a p u b lic  a c c o u n ta n t he  m ay  go 
o u t an d  g e t th e  b usiness. B u t th e re  is 
no e th ic a l ob jec tio n  to  so lic ita tio n  p e r 
se. T he p ro h ib itio n  of th e  codes is 
ag a in s t th e  so lic ita tio n  of th e  c lien ts  of 
an o th e r .
Mr. K ortjo h n ’s p rac tice  is  am ong 
som e of th e  m ost d e s irab le  b usiness  o r­
g an iza tio n s  in  N ew  Y ork , an d  so fa r  as 
I have  ev er h e a rd , i t  is conduc ted  on a  
p lan e  w hich  m eets  th e  ap p ro v a l of th e  
m o st c ircum spec t. I t  seem ed to  me 
th a t  som eone sh ou ld  m ake  th is  s ta te ­
m en t in  o rd e r  th a t  th e  y o u n g er p ra c ­
ti t io n e rs  p re s e n t an d  o th e rs  w ho do n o t 
know  K o rtjo h n  as w ell as I  do m ig h t 
n o t leave  th is  m ee tin g  w ith  a  fa lse  im ­
pression .
W . B. CASTENHOLZ, C. P . A ., C hi­
cago: I th in k  th a t  Mr. K o rtjo h n  
to u ch ed  u p o n  a  v ery  im p o rta n t n o te  
to w a rd s  th e  la s t p a r t  of h is  re m a rk s , 
nam ely , th e  n a tu re  of th e  serv ices th a t  
w ere being  re n d e re d  by pub lic  a cco u n t­
an ts . I t  h a s  a lw ays seem ed  to  m e th a t , 
as business h a s  developed  in  th is  coun ­
try , th e  in d u s tr ia l concerns, them selves, 
a re  eq u ip p in g  them selves w ith  o rd in a ry  
ro u tin e  se rv ice  w hich  seem s to  be in  
m an y  re sp ec ts  th e  lim it of th e  serv ice 
th a t  pub lic  aco cu n tan ts  a re  ren d e rin g . 
I am  th in k in g , of course , of th e  som e­
w h a t la rg e r  o rg an iza tio n . If  we look 
in to  th e  m a tte r  we w ill find th a t  th ey  
p ro b ab ly  have, in  m any  in s tan ces, c e r­
tified pub lic  acco u n tan ts  a t  th e  h ead  of 
th e ir  acco u n tin g  d e p a rtm e n t. In  th a t  
w ay th ey  a re  p re t ty  w ell equ ipped  w ith  
acco u n tin g  ta le n t, so th ey  a re  ab le  to 
p re p a re  b a lan ce  sh ee ts  an d  p ro fit and  
loss s ta te m e n ts . I t  seem s to  m e a 
r a th e r  b a rre n  p ro p o sitio n , fro m  th e  
s ta n d p o in t of th e  c lien t, to  ca ll in  an  
o u ts id e r  —  a  pub lic  p ra c tit io n e r  —  to  
com e in  an d  te ll th em  th a t  th e ir  ac ­
counts a re  correct, w hen they  have 
a lread y  em p loyed  serv ice, a t  som etim es 
v e ry  fa ir  sa la rie s , to give th em  th a t  
v e ry  in fo rm a tio n . So i t  seem s to  m e 
th a t  th e  on ly  w ay in  w hich w e can im ­
p ress  o u r  serv ice upon  p ro spective  
c lien ts , is to  m ak e  th em  rea lize  th a t  we 
have p lu s  se rv ice  to  give— in  o th e r  
w ords, so m eth in g  of a  co n stru c tiv e  
n a tu re — so m eth in g  th a t  is go ing  to  be 
of busin ess  b u ild in g  v a lu e  to  th e  con­
cern  th a t  we m ay  be ap p ro ach in g . T h a t 
is  th e  th in g  th a t  I w an ted  to  sa lv ag e  and  
w an ted  to  im p ress  o u t of th a t  ta lk . I 
th in k  we have go t to  give m ore  th a n  
ju s t  m ere ly  a  v erifica tion  of b a lan ce  
sh e e ts  an d  a p ro fit an d  loss s ta te m e n t. 
W e h av e  go t to  becom e, in  a  w ay, b u s i­
n ess a n a ly s ts , an d  I  th in k  Mr. K o rt­
jo h n  d id  r ig h t  w hen  he  w en t am b u lan ce  
chasing . T he fellow  w ho is dow n and  
o u t, e ith e r  financ ia lly  o r p hysica lly  o r 
( C o n t in u e d  o n  p a g e  25)
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C. P. A. EXAMINATION QUESTIONS, 
CONNECTICUT, NOVEMBER, 1928
AUDITING
N ovem ber 1 4 th , 1928, 9.00 a . m . to
12.30 p. m .
W eig h t of Q u estio n s: F i r s t  e ig h t 
questio n s— 8 p o in ts  e a c h ; L a s t fo u r  
q u estio n s— 9 p o in ts  each ; N ecessary  to 
pass , 75 p o in ts .
1. O u tlin e  a  com plete  p ro g ram  fo r 
ex am in in g  th e  m o rtg ag e  lo an  p ap e rs  of 
a C onnec ticu t sav in g s  b an k .
2. To w h a t e x te n t w ou ld  you a u d it 
o p e ra tin g  acco u n ts  in  m ak in g  a  ba lance  
sh e e t a u d it?
3. In  th e  a u d it  of th e  acco u n ts  of an  
in v es tm en t t r u s t  fo r  w h ich  a  sto ck  
b ro k e rag e  firm  ac ts  a s  fiscal a g e n t, 
w h a t fe a tu re s  w ou ld  you  p a rtic u la r ly  
cover?
4. H ow  w ou ld  you  p roceed  to  sa tis fy  
y o u rse lf  th a t  th e  re p o r t  of taxes re ­
ceived by a  to w n  T re a su re r  re p re se n te d  
a ll of such  re c e ip ts  com ing  in to  h is  
h an d s?
O u tline  p ro ced u re  in  fu ll  d e ta il.
5. W h a t is th e  pu rp o se  of th e  p rem ­
iu m  re se rv e  of a  fire in su ran ce  com ­
pany  an d  how  w ould  you sa tis fy  y o u r­
se lf of th e  co rrec tn e ss  o f sam e in  a  b a l­
an ce  sh e e t a u d it  of such  a  com pany? 
Y our an sw er m u s t be d e ta iled  an d  com ­
p le te .
6. In  a u d it in g  th e  books of a co rp ­
o ra tio n , you find th a t  accoun ts  a re  
c a rr ie d  in  fo u r  b a n k s . A b a lan ce  is on  
deposit in  th re e  o f th e  b an k s  b u t an  
o v e rd ra f t ex is ts  in  th e  com pany ’s ac­
co u n t w ith  th e  fo u r th  b an k . H ow  
w ould  you p re p a re  th e  balance  sh ee t 
in th is  re sp e c t? *
7. W h a t is th e  d ifference  be tw een  
n e t p ro fit an d  n e t incom e in  a p ro fit 
an d  loss s ta te m e n t?
8. As an  A u d ito r  an d  A cco u n tan t 
th e  fo llow ing  is su b m itte d  to  you :
T he P la n t  an d  E q u ip m e n t accoun ts 
of a  co rp o ra tio n  a re  to  be a d ju s te d  on 
th e  basis of a  re c e n t a p p ra isa l. G ross 
cap ita l v a lu es  an d  co rre sp o n d in g  re ­
serves a r e  g re a tly  in  excess of th e  
p rev ious book  figu res.
E x p la in  how  you w ould  p roceed  to  
m ake  th e  a d ju s tm e n ts ;  how  you w ould  
reflect th e  excess v a lu a tio n s ; on  w h a t 
basis you w ou ld  ch a rg e  d ep rec ia tio n ; 
an d  a f te r  h a v in g  d e te rm in ed  th e  
am o u n t to  be c h a rg ed  off, w h a t ac ­
coun ts you w ou ld  effect as a r e s u lt  of 
y ou r e n tr ie s .
9. Y ou a u d it  th e  books of a  co rp o ra ­
tion  sem i-an n u a lly  an d  p re p a re  ta x  re ­
tu rn s  y early . F o r  th e  p a s t  5 y ea rs  
th e ir  b ad  d eb ts  h av e  been  sm a ll an d  en ­
tire ly  w rit te n  off a t  th e  end  o f each
y ea r. W hen  you  m ak e  y o u r 6-30-28 
a u d it  you  find th a t ,  th ro u g h  adverse  
b usiness  co n d itio n s , th e re  a re  ap p ro x i­
m a te ly  $25 ,000  w o rth  of d o u b tfu l ac­
co u n ts  w h ich  a re  m ore  th a n  th re e  
m o n th s  o ld  an d  you a re  in fo rm ed  by 
th e  P re s id e n t th a t  w h ile  h e  ad m its  
th ey  a re  v e ry  d o u b tfu l of co llec tion  he 
does n o t w ish  to  w rite  th em  off a t  6-30- 
28 o r a t  12-31-28 b u t w an ts  to  ded u c t 
th em  on  th e  ta x  re tu rn .
1. W h a t book  e n tr ie s  w ou ld  you 
m ak e  a t  12-31-28?
2. C an th e  c o rp o ra tio n  d ed u c t th em  
on its  ta x  re tu rn ?
3. I f  so, how  w ould  you h an d le  th e  
m a tte r?
10. W h a t is  th e  n o rm a l s to ck  m e th o d  
in  v a lu in g  a  m a n u fa c tu r in g  co n ce rn ’s 
in v en to ry ?  Is  th is  m eth o d  perm iss ib le  
fo r  F e d e ra l  incom e ta x  p u rp o ses?  A 
concern  v a lu e s  its  in v en to ry  a t  co st; 
how  sh o u ld  obso le te  m a te r ia l be v a lu ed  
by  su c h  a  com pany? W ou ld  you be 
sa tisfied  to  accep t book  in v en to ry  q u a n ­
ti t ie s  as c o rre c t u n d e r  an y  c ircu m ­
stan ces  an d , if  so, w hen?
11. In  a u d it in g  th e  accoun ts  of a 
C onnec ticu t tow n, you find th a t  th e  tax  
co llec to r tu rn s  over co llec tions in  th e  
fo rm  as rece iv ed  ( t h a t  is, cash , p o s t 
office m oney  o rd e rs  an d  checks) to  th e  
T ow n T re a su re r  fro m  tim e  to  tim e  as 
th e  T re a su re r  s ta te s  th a t  he needs 
fu n d s  to  m ee t tow n  e x p en d itu re s . 
C om m ent on  th is  con d itio n  an d  s ta te  
w h a t reco m m en d a tio n s  you w ould  m ake  
in  y o u r re p o r t  an d  w h a t you w ou ld  
m en tio n  w ith  re sp ec t to  s ta tu to ry  re ­
q u irem en ts .
12. A m a n u fa c tu r in g  concern  e n te rs  
in to  a  c o n tra c t w ith  a  law  firm  to  
h a n d le  its  ta x  case, a r is in g  o u t of a  
rev en u e  a g e n t’s re p o r t,  w h ich  in d ica te s  
an  a d d itio n a l ta x  of $50 ,000 .00  fo r  th e  
ca le n d a r  y ea rs  1924 an d  1925. T he 
c o n tra c t p rov ides th a t  th e  com pensa­
tio n  due  to  th e  law  firm  fo r  th is  w o rk  
sh a ll be b ased  on a  p e rc e n ta g e  o f 15 
p e r  cen t of an y  sav ings effected , pay ­
ab le  w h en  th e  com pany  fina lly  se ttle s  
th e  ta x  l ia b il ity  fo r  th e  y ea rs  involved  
by g iv ing  a  check  to  th e  C o llec to r of 
In te rn a l R evenue , o r  rece iv in g  a  check  
th ro u g h  h im  fro m  th e  U. S. T re a su ry  
D ep a rtm en t. In  1927 th e  com pany  
rece ives a  le t te r  fro m  th e  Incom e T ax  
U n it in  W a sh in g to n , D. C., in d ic a tin g  
a co rrec tio n  o f th e  rev en u e  a g e n t’s re ­
p o r t  an d  sho w in g  a  rev ised  a d d itio n a l 
ta x  o f $20 ,000 .00  in s te a d  o f th e  $50,-
000.00 p rev io u sly  p roposed  in  th e  
re v en u e  a g e n t’s re p o r t.  T he law  firm  
re fu se s  to  accep t th e  ta x  lia b ility  show n
in  th is  le t te r  an d  s til l  p ro secu tes  th e  
case. In  1928, a  le t te r  is rece ived  fro m  
th e  Incom e T ax  U n it am en d in g  th e  
1927 le t te r  an d  in d ica tin g  a n  over-as­
se ssm en t of $10 ,000 .00 . D u rin g  1928 
th e  com pany  receives a  check  fro m  th e  
T re a su ry  D ep a rtm en t fo r  $10 ,000 .00  in  
p a y m e n t of th e  o v e r-assessm en t m en­
tio n ed  above. W hen  does th e  liab ility  
fo r  th e  law  firm ’s fee acc ru e ; w hen  
sh o u ld  i t  be e n te re d  in  th e  books of th e  
com pany  an d  how  m ay  d ed u c tio n  fo r  
sam e be m ade  in  p re p a r in g  F e d e ra l in ­
com e ta x  re tu rn s ?  Give rea so n s  fo r 
y o u r an sw er as to  w h en  th e  lia b ility  
fo r  th e  co m p en sa tio n  accrues .
COMMERCIAL LAW
N ovem ber 1 5 th , 1928, 9.30 a. m . to
12.30 p. m.
W eig h t of Q uestions: 5 p o in ts  each ; 
N ecessary  to  pass , 75 p o in ts .
1. U pon w h a t fa c ts  does th e  v a lid ity  
of a  m o rtg ag e  fo r  fu tu re  advances de­
pend , so th a t  i t  w ill, as to  each  pay­
m en t, r e ta in  its  p r io r ity  as of th e  d a te  
reco rd ed ?
2. A  w rit in g  w hich  p u rp o r ts  to  be a 
c o n tra c t is to  be te s te d  by w h a t te s ts  
to  d e te rm in e  w h e th e r  o r n o t i t  is a 
v a lid  an d  b in d in g  c o n tra c t?
3. W h a t a re  th e  te s ts  by w hich  i t  is 
d e te rm in e d  w h e th e r  a  p a p e r is a  nego ­
tia b le  do cu m en t o r  n o t?  W ho is  th e  
h o ld e r  in  d u e  course?
4. W h a t fo rm  m ay  th e  co n sid e ra tio n  
fo r  a  c o n tra c t ta k e ?  M ust i t  be  a  
m oney  co n sid e ra tio n ?
5. W h a t do C o n n ec ticu t s ta tu te s  p ro ­
v ide w ith  re sp ec t to  th e  n am e  of a 
co rp o ra tio n ?
6. To w h a t e x te n t is th e  cap ac ity  of 
a  co rp o ra tio n  to  m ak e  c o n tra c ts  
lim ited ?
7. N am e six d iffe ren t c lasses of con­
tr a c ts  w h ich  m u s t be in  w rit in g  to  be 
en fo rced , b ecause  o f th e  s ta tu te  of 
F ra u d s .
8. H ow  m an y  w itn esses m u s t th e re  
be to  a deed  of p ro p e r ty  u n d e r  th e  Con­
n e c tic u t s ta tu te s ?
9. W h a t is an  affidavit, a  co rp o ra tio n  
sole, a  co rp o ra tio n  a g g re g a te ?  C an a  
co rp o ra tio n  sole leg a lly  ex is t u n d e r  
c o rp o ra te  law s o f th e  v a rio u s  s ta te s  of 
th e  U n ited  S ta te s?  W h en  m u s t a 
co rp o ra tio n  b e  o rg an ized  a f te r  fo rm a ­
tio n  in C o nnec ticu t?
10. W h a t a c ts  a re  ac ts  of b a n k ­
ru p tcy ?
11. W h en  m ay  a  b a n k ru p t m ak e  a  
com position  w ith  h is  c re d ito rs?
12. A  C o nnec ticu t c o r p o r a t i o n  
w h ereb y  th e  s to ck h o ld e rs  w ere  d i­
re c to rs , th e  d ire c to rs  v o ted  to  pay  
th em se lv es a t  f irs t $35.00 a  w eek , a n d  
th is  w as la te r  in c rea sed  to  $40 .00 , an d  
fin a lly  $50 a  w eek, w hich  co n tin u ed  to
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be th e  sa la ry  p a id  to them . W as such  
a  vo te  valid?
13. W h a t is th e  e sse n tia l d ifference 
be tw een  a  n o te  payab le  to  b e a re r  and  
one payab le  to  o rd e r?
14. A n o te  m ade p ayab le  in  th e  
U n ited  S ta te s  re a d s  th a t  th e  p ro m ise r 
is  to  pay  100 p o unds s te rlin g . Is it  
n eg o tiab le  and  if so, how  sh o u ld  i t  be 
p a id ?
15. W h a t is m e a n t by th e  p h rase  
"C o u rie r w ith o u t L u g g ag e” in  sp e a k ­
in g  of a n eg o tiab le  in s tru m e n t?  Give 
an  il lu s tra tio n .
16. Does th e  fo llow ing  s tip u la tio n  
ad d ed  to  an  in s tru m e n t o th e rw ise  nego ­
tia b le  affect its  n eg o tiab ility ?  Give 
reaso n s. " I  have  deposited  h e rew ith , 
w ith  th e  E m p ire  P o w er Co., m o rtg ag e  
b onds as c o lla te ra l secu r ity  w h ich  I 
a u th o r iz e  th e  h o ld e r of th is  n o te  upon  
th e  non -p erfo rm an ce  of th is  p rom ise  a t  
m a tu r i ty  to  sell, a t  pub lic  o r p riv a te  
s a le .”
17. May an  a d m in is tra to r  in d eb ted  
to  h is  d eced en t’s e s ta te  m o rtg ag e  to 
h im se lf  as a d m in is tra to r?  Give reaso n .
18. On A pril 28, 1923, V ic to r P o th ie r  
p laced  in  th e  possession  of th e  d e fen d ­
a n t  th ro u g h  its  P re s id e n t an d  A gen t 
th e  sum  of $540 an d  rece ived  from  th e  
D e fen d an t th ro u g h  sa id  p re s id e n t and  
a g e n t six sh a re s  of s to ck  in th e  d e fen d ­
a n t co rp o ra tio n  to g e th e r  w ith  a ce r­
ta in  s ta te m e n t, a  copy of w hich  is as 
fo llow s:
"N ew  H aven , C onn., A pril 28, 1923.
T he R eid  A ir S p ring  C om pany h as  
th is  day sold  to  V ic to r P o th ie r  six 
sh a re s  of T he R eid  A ir S p rin g  Com­
p an y  c ap ita l stock , p a r  v a lu e  $100. per 
sh a re , an d  h e reb y  ag rees to  p u rch ase  
th e  sa id  six  sh a re s  fro m  sa id  V ic to r 
P o th ie r  fo r $540.00 on A u g u st 1, 1923, 
p rov ided  th e  a fo re sa id  V ic to r P o th ie r  
decided  to  se ll sa id  sh a res .
T he R eid  A ir S p rin g  C om pany,
ED W A R D  R E ID ,, P re s .”
On A u g u st 1, 1923, P o th ie r  req u es ted  
re tu rn  of th e  $540 .00  an d  offered  to 
r e tu rn  th e  sh a re s  o f stock . W h a t a re  
h is  r ig h ts  a g a in s t th e  co rp o ra tio n ?
19. A m illin g  com pany in  M inneso ta  
sh ipped  a  ca rlo ad  of flour to  a  g ra in  
d e a le r  in  B rid g ep o rt, an d  a t  th e  sam e 
tim e , th ro u g h  its  M inneso ta  b an k , fo r ­
w ard ed  to  th e  B rid g e p o r t b an k  b ill of 
lad in g  an d  a  d ra f t  upon  th e  consignee  
"p ay ab le  30 days a f te r  a r r iv a l ,”  to ­
g e th e r  w ith  w rit te n  in s tru c tio n s  to 
" s u r re n d e r  th e  d o cu m en t upon  d ra w e e ’s 
accep tan ce  of th e  d ra f t,  p ayab le  30 days 
a f te r  th e  a r r iv a l  of c a r .” T he B rid g e ­
p o r t  b an k  rece ived  th e se  pap ers  on  N o­
vem ber 10 th , and  gave im m ed ia te  in ­
s tru c tio n s  th e re o f  to  th e  consignee, 
w h ich  tw o days la te r  accep ted  th e  d ra f t.  
T h e reu p o n  th e  b an k , m ak in g  no effo rt
to in v es tig a te  th e  a r r iv a l of th e  car, 
w h ich  in  fa c t d id  n o t a r r iv e  in  B rid g e­
p o r t u n ti l  N ovem ber 27 th , b u t fo llow ing  
in  th a t  re sp ec t a  custom  am ong  th e  
b anks of th a t  c ity  to t r e a t  th e  ac­
cep tance  of such  d ra f t  as e s tab lish in g  
th e  a rr iv a l of th e  c a r an d  as fixing th e  
due d a te  of th e  in s tru m e n t, im m ed ia te ly  
re leased  th e  bill of lad in g  to  th e  con­
signee , and  on th e  sam e day  took  back 
an  a ss ig n m en t of i t  as se cu rity  fo r  a 
lo an  w hich  w as nev er paid . On N o­
vem ber 22d, b a n k ru p tc y  p roceed ings 
w ere in s ti tu te d  a g a in s t th e  consignee, 
and  sh o r tly  a f te r  th a t  d a te  and  before 
th e  b an k  h ad  o b ta in ed  possession  of 
th e  car, th e  sh ip p e r gave to the  c a r r ie r  
a no tice of s to p p ag e  in  tra n s itu . W ho 
is e n ti tle d  to  th e  flour?
G ive reaso n s  fo r y o u r answ er.
20. A C o nnec ticu t C o rp o ra tio n  h ad  
been au th o rized  to  issue $435,000 of 
stock , be ing  $350,000 9 per cen t cu m u ­
la tiv e  p re fe rre d , h av in g  a  p a r  v a lu e  of 
$100. p e r sh a re , an d  $85,000 of com ­
m on stock , d iv ided  in  3,400 sh a re s  of 
th e  p a r  v a lu e  o f $25 .00 . In  S ep tem ber
1923, th e  D efen d an t h ad  o u ts ta n d in g  
th e  $85,000  of com m on stock  an d  n o t 
m ore th a n  $139 ,000  of p re fe rre d  stock . 
On S ep tem ber 17, 1923 a m ee tin g  of 
th e  s to ck h o ld e rs  o f th e  co rp o ra tio n  w as 
h eld  a t  w h ich  a  re so lu tio n  w as ad o p ted  
p ro v id in g  th a t  th e  cap ita l s to ck  be in ­
c reased  fro m  $435,000 to  $600,000 by 
in c rea s in g  th e  p re fe rre d  stock  from  
3,500 to  6 ,000 sh a re s  o f th e  p a r  v a lu e  
of $100. re t i r in g  3,400 of th e  com m on 
sto ck  an d  is su in g  25,000 sh a re s  of 
com m on sto ck  o f no p a r  va lue . T he 
C o rp o ra tio n  n ev e r filed w ith  th e  Secre­
ta ry  of S ta te  a  ce rtif ica te  show ing  such 
a tte m p te d  am en d m en t of its  ce rtif ica te  
of in co rp o ra tio n ; n ev e r h a d  p a id  to  th e  
S ta te  th e  re q u ire d  fee fo r  in c rease  of 
th e  c a p ita l stock . A bou t th e  tim e  of 
th e  h o ld in g  o f th is  m ee tin g  th e  D i­
re c to rs  em ployed  one Z ork  to  m a rk e t 
th e  sto ck  of th e  co rp o ra tio n , g iv ing  h im  
g en e ra l a u th o r ity  to  ta k e  such  s tep s as 
w ere  necessa ry  to  p u t th e  stock  on th e  
m a rk e t, an d  fu rn ish e d  h im  w ith  an  
office in  N ew  Y ork  City, le t te r  h ead s  
an d  c irc u la rs  d escrib in g  th e  stock . T he 
sto ck  w as offered  in  u n its  of tw o sh a re s  
of p re fe rre d  an d  one sh a re  of com m on 
a t  th e  p rice  of $300 fo r each  u n it. One 
T ay lo r p u rch ased  severa l o f th ese  u n its  
o f th is  stock , an d  gave h is n eg o tiab le  
n o tes  th e re fo r . Can sa id  T ay lo r resc ind  
th e  sale  and  recover back  th e  n o tes  o r 
th e ir  va lue , if  p a id ?
ACCOUNTING, THEORY AND  
PRACTICE  
P a rt I
N ovem ber 14 th , 1928, 1.00 p. m . to
6.00 p. m .
W eig h t o f Q u estio n s: F ir s t  3— 8
p o in ts  each ; No. 4 & 5— 10 p o in ts  each ; 
No. 6— 20— p o in ts ; 7— 36 po in ts. N ec­
e ssa ry  to pass, 75 po in ts.
1. F ro m  w h a t sources do th e  in d irec t 
rev en u es  of a m u n ic ip a lity  em an a te?
2. O u tline  th e  p ro ced u re  of acco u n t­
ing  fo r ch a rg es  to  p a tie n ts  in  a h o sp ita l 
an d  th e  led g er co n tro l th e re fo r .
3. D iscuss th e  v a rio u s  fe a tu re s  of 
m ach ines now  av a ilab le  fo r m ach ine  
bo o k k eep in g  of accoun ts  receivab le . 
C ite a  defin ite  exam ple of som e concern  
w ith  w h ich  you a re  fam ilia r , w h a t type 
of m ach ine  you w ould  recom m end  to 
b est h an d le  its  accoun ts receivab le  and  
why.
4. W h a t e n tr ie s  a re  m ade fo r m a­
te r ia l , lab o r an d  m a n u fa c tu r in g  expen­
ses fro m  o rig in a l p u rch ase  th ro u g h  
fa b r ic a tio n  to  u lt im a te  sa le  in  a m a n u ­
fa c tu r in g  concern  o p e ra tin g  u n d e r  a 
cost sy s tem ; also  show  in  com parison  
e n tr ie s  n ecessary  fo r th e  sam e com ­
pany  if no cost system  w as m a in ta in ed .
5. H ow  sh o u ld  a  m un ic ipa l b u d g e t 
be p rep a red  an d  th e  p ro p e r ty  ta x  ra te  
d e te rm in ed ?  P re p a re  such  a  b u d g e t 
show ing  a t  le a s t 30 item s. H ow  w ould  
you tr e a t  w ith  su n d ry  re fu n d s?
6. P re p a re  a  s ta te m e n t of cond ition  
of T he F a rm e rs  B an k  fro m  th e  fo llow ­
ing  figu res: S u rp lu s m u s t be sup p lied  
by can d id a te .
C a p i ta l  s to c k  ......................................... $300,000.00
U n d iv id e d  p ro f its  ..............................  113 ,343.60
C o lla te r a l  lo a n s  ...................................  4 ,335,441.91
C a s h ie r s ’ c h e c k s  ................................. 100,588.71
U . S. Gov. s e c u r i t ie s  .......................  149,530.00
D iv id e n d s  u n p a id  ..............................  120.00
S a v in g s  d e p o s it s  ................................. 3 ,559,219.62
S a v in g s  c a s h  ........................................  189 ,662.79
S av in g 's  D e p a r tm e n t  s e c u r i t ie s  . . 1 ,111,605.00
S a v in g s  D e p t . lo a n s — r e a l  e s t a t e .  1 ,914,050.00
S a v in g s  D e p t . lo a n s — c o l la te r a l  . 353,901.83
B ills  d is c o u n te d  ...................................  7,297,970.52
D e m a n d  lo a n s  .................... . ..............  484,725.48
O v e r d r a f ts  .............................................  2,793.57
O th e r  s e c u r i t ie s  ...................................  1 ,249,835.63
B a n k in g  h o u s e  ......................................  500,000.00
C e r tif ie d  c h e c k s  ...................................  217 ,546 .36
T r u s t  d e p o s it s  ......................................  214,721.40
R e s e rv e d  fo r  in te r e s t ,  ta x e s ,  e tc . .  97,453.38
D u e  to  b a n k s  a n d  b a n k e r s ..........  277,315.51
C a s h  o n  h a n d ........................................  387,213.67
G e n e r a l  d e p o s i t s  ................................. 9 ,476,593.23
C e r t i f ic a te s  o f  d e p o s it  ....................  4 ,421,543.97
D u e  f ro m  re s e r v e  a g e n t s ...............  1 ,429,640.94
D u e  f r o m  b a n k s  a n d  b a n k e r s  . . .  73,820.81
C h ec k s  a n d  e x c h a n g e s ....................  252 ,234.78
W h a t do th e  S ta tu te s  p rov ide  w ith  
respect to  sav ings d epartm en t assets?
7. T he G u a ra n ty  M ortgage  C om pany 
ag reed  to  u n d e rw rite  an  $800,000 firs t 
m o rtg ag e  on  a  h o te l an d  office bu ild in g , 
ad v an c in g  sa id  sum  as co n s tru c tio n  
p ro g resses. $692 ,500  h ad  a lre a d y  been  
advanced  w hen  th e  ow ners filed a p e ti­
tio n  in  b an k ru p tcy , leav in g  th e  b u ild ­
ing  u n com ple ted . T h ere  w as also  a  
$66,500  second  m o rtg ag e  a g a in s t  th e  
p ro p e rty , w h ich  w as h e ld  by  o u ts id e  
p a rtie s . F o rec lo su re  p roceed ings w ere  
im m ed ia te ly  in s ti tu te d  by th e  G u a ran ­
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ty  M ortgage C om pany to  p ro te c t th e  
in te re s ts  of its  b o n d h o ld e rs  and  th e  
o w n ers  of th e  second m o rtg ag e . D u r­
ing  th e  p eriod  of th e  p roceed ings p a s t 
due in te re s t , taxes , in su ran ce , e tc ., h ad  
accrued  a m o u n tin g  to $119 ,987 .89 , in 
a d d itio n  to  lega l fees of $8,000 to  be 
p a id  by th e  M ortgage  C om pany. Jo h n  
Doe h ad  p rev iously  ob ta in ed , by due 
leg a l p rocess, a c la im  of $15,250 a g a in s t 
th e  p ro p e rty , re p re se n tin g  com m ission 
ea rn ed  in  n e g o tia tin g  fo r  th e  o rig in a l 
p ro p e rty  ow ners th e  above second m o r t­
gage. S im u ltan eo u sly  w ith  th e  fo re ­
c lo su re  ac tion , a su i t w as b ro u g h t 
a g a in s t T he C en tra l B ond ing  C om pany, 
w hereby  $76,5 00 w as recovered  on th e  
bond  by w hich  th e  B ond ing  Co. g u a ra n ­
teed  th e  com pletion  of th e  b u ild in g , b u t 
fa iled  to  do so.
A t co u rt sa le  T he Gay R ea lty  Com ­
pany  ag reed  to p u rch ase  th e  p ro p e r ty  
o n  te rm s  se t dow n by T he G u a ran ty  
M ortgage C om pany, w h ich  p rov ided  
th a t  T he M ortgage  C om pany w ould  
ta k e  a new  $800,000 firs t m o rtg ag e  su b ­
jec t to a  ren ew a l ch a rg e  of 5 p e r cen t 
c o m m i s s i o n ;  th a t  in d ep en d e n tly  
th ro u g h  its  su b s id ia ry , T he G u a ran ty  
C ap ita l C o rp o ra tio n , i t  w ou ld  ta k e  a 
$350,000 second m o rtg ag e  su b je c t to 
10 per cen t com m ission  th e re o n ; th e  
la t te r  C om pany ag reed  to  advance 
$19 0,000 fo r th e  com pletion  of th e  
b u ild in g  an d  assum e th e  Jo h n  Doe 
claim .
In  d e te rm in in g  th e  a m o u n t of th e  
tw o m o rtg ag es , a ll  eq u itie s , c la im s an d  
com m issions w ere in c lu d ed  th e re in  to ­
g e th e r  w ith  th e  sum  of $50 ,000 , w hich, 
w hen b u ild in g  is com pleted , is to  be 
paid  in to  T he P a rk  H o te l C om pany, a  
com pany  to  be o rg an ized  an d  ow ned by 
The G u a ra n ty  C ap ita l C o rp o ra tio n  fo r  
th e  p u rp o se  of o p e ra tin g  th e  ho te l. 
One h a lf  th e  p ro fits  f ro m  th e  h o te l b u s i­
ness w ill acc ru e  to  T he G u a ran ty  C api­
ta l  C o rp o ra tio n  an d  th e  o th e r  h a lf  to  
th e  Gay R ea lty  C om pany, th is  be ing  
one of th e  co n d itio n s w hich  induced  
th e  la t te r  com pany  to  p u rch ase  th e  
b u ild ing . A ny d ifference  b e tw een  th e  
to ta l  eq u itie s  in  th e  p ro p e r ty  a n d  th e  
new  m o rtg ag es  acc ru es  to  th e  G u a ran ty  
C ap ita l C o rp o ra tio n  as a  g a in  o r  a loss, 
acco rd ing  to  u n d e rs ta n d in g  w ith  T he 
G u a ran ty  M ortgage  C om pany. D u rin g  
co u rt p roceed ings th e  M ortgage  Co. h ad  
a lread y  advanced  an  a d d it io n a l $92,000 
to w ard  co n s tru c tio n , w h ich  a m o u n t is 
to  be a d ju s te d  th ro u g h  th e  in te r-com - 
panies, an d  is a lre a d y  a  p a r t  of th e  
$190,000 re fe rre d  to  above.
* * *
R eq u ired : J o u rn a l e n tr ie s  an d  led g e r 
accoun ts to  reflec t th e  tra n sa c tio n s  on 
books of th e  com pan ies, show ing  
respective  eq u itie s , l ia b ilitie s  an d  in te r ­
com pany accoun ts, e tc ., an d  a m o u n t of
no te  g iven  by th e  G u a ra n ty  C ap ita l 
C o rp o ra tio n  to  T he G u a ra n ty  M ortgage  
C om pany fo r th e  excess of th e  l a t t e r ’s 
in v es tm en t over th e  a m o u n t of new  firs t 
m o rtg ag e  b onds i t  rece ived .
ACCOUNTING, THEORY AND P R A C ­
TICE  
P art II
N ovem ber 1 5 th , 1928, 1.00 p. m . to
6.00 p. m.
W eig h t of q u es tio n s: F i r s t  4— 8 
p o in ts  e ach ; fifth— 16 p o in ts ; s ix th —  
52 p o in ts . N ecessary  to  pass, 75 po in ts.
1. a. W h a t is U se an d  O ccupancy In ­
su ran ce?
b. W h a t does i t  cover an d  w hen  is i t  
o p e ra tiv e?
c. W h a t  item s m u s t you secu re  fo r 
P ro o f of Loss?
2. W h a t w ould  be th e  effect on u n it 
costs o f  a  change  in  th e  ca le n d a r p ro ­
v id ing  fo r a  y e a r  of th ir te e n  m o n th s of 
tw en ty -e ig h t d ays each  in s te a d  o f 
tw elve m o n th s  a s  a t  p re se n t?
3. A co rp o ra tio n  spends $500 ,000  on 
a n  a d v e rtis in g  cam p a ig n  d u rin g  th e  firs t 
six m o n th s  of th e  y e a r  1922 an d  expects 
to  beg in  to  secu re  benefits  th e re fro m  on 
an d  a f te r  Ju ly  1, 1922, an d  fo r  th re e  
succeed ing  years .
H ow  w ould  you h a n d le  th is  expend i­
tu r e  o n  th e  p u b lish ed  b a lan ce  sh e e t an d  
profit an d  loss a cco u n t issued  to  s to ck ­
ho ld e rs?  H ow  w ould  you h a n d le  i t  on 
th e  incom e ta x  r e tu r n  fo r  1922?
4. A co rp o ra tio n  h a s  a n u m b er of in ­
v es tm en ts  in  s tocks an d  bonds w hich 
a re  lis ted  an d  have  a  defin ite  m a rk e t 
p rice  fro m  day  to  day . I t  c a rr ie d  th em  
a t  th e ir  cost p rices  in th e  led g e r and  
w ishes to  re ta in  th ese  cost p rices  and , 
a t  th e  sam e tim e , to  have  th em  show n 
in  th e  m o n th ly  ba lance  sh e e t a t  th e  
m a rk e t prices.
S ta te  a  conven ien t m eth o d  o f  do ing  
th is  w ith o u t c h an g in g  th e  co s t v a lu e s  
in  th e  ledger.
5. P re p a re  a  s ta te m e n t of R esources 
a n d  th e i r  a p p lic a tio n  fro m  th e  fo llow ­
ing :
P r o g re s s iv e  M a n u f a c tu r in g  Co.
C O M P A R A T IV E  B A L A N C E  S H E E T S
D ec. 31 D ec. 31
A ss e ts .  1926 1927
C a s h  ................................................  $25,000 $ 15,000
A c c o u n ts  r e c e i v a b l e ...............  60,000 85,000
In v e n to r ie s  .................................  150,000 225,000
T r e a s u r y  n o t e s .......................... 100,000 ................
L a n d  ................................................  50,000 90,000
B u ild in g s  ......................................  70,000 180,000
M a c h in e ry  a n d  e q u ip m e n t.  125,000 220,000
P r e p a id  e x p e n s e s  ..................... 3,000 5,000
T o ta l  a s s e t s  ..................  583,000 820,000
L ia b i l i t ie s .
N o te s  p a y a b l e ............................  $5,000 $50,000
A c c o u n ts  p a y a b le  ..................  20,000 30,000
R e s e rv e  f o r  d e p re c ia t io n  . .  40 ,000 60,000
C a p i ta l  s to c k  .......... ................. 400,000 500,000
S u r p lu s  ...........................................  118,000 180,000
T o ta l  l i a b i l i t i e s ..........  583,000 820,000
A n a ly s is  o f  S u rp lu s .
B a la n c e , J a n u a r y  1, 1927 ....................... $118,000
N e t  in c o m e  .....................................................  90,000
T o ta l  .....................................................  208,000
L e ss ,
F e d e r a l  t a x e s  p a i d ......................................  4,000
D iv id e n d s  p a id  .............................................. 24,000
B a la n c e  D e c e m b e r  31, 1927 . . .  . 180,000
6. T h e  b a l a n c e  s h e e t  o f  T h e  U n i v e r ­
s a l  M fg .  C o m p a n y ,  a  C o n n e c t i c u t  c o r ­
p o r a t i o n ,  a s  o f  M a r c h  31, 1928, w a s  a s  
f o l l o w s :
A sse ts .
F ix e d  A s s e ts —
L a n d  ............. .................... $65,000
B u ild in g s  .......................  $607,800
L e s s  r e s e r v e  fo r  d e ­
p re c ia t io n  .................. 106,900
--------------- 500,900
M a c h in e ry  a n d  e q u ip ­
m e n t .  ............................  1,296,900
L e s s  re s e rv e  f o r  d e ­
p re c ia t io n  .................. 530,000
--------------- 766,900
T oo ls, d ie s , e tc ............. 663,000
L e s s  re s e r v e  f o r  d e ­
p re c ia t io n  ..................  168,400
--------------- 494,600
Office f u r n i tu r e  a n d
e q u ip m e n t ................ 24,400
L e s s  re s e r v e  f o r  d e ­
p re c ia t io n  ..................  17,900
--------------- 6,500
A u to  e q u ip m e n t  . . . .  12,500 
L e s s  r e s e r v e  f o r  d e ­
p re c ia t io n  ..................  9,000
-------------- 3,500
N e t  V a lu e  —  F ix e d
A s s e ts  .......................  1,837,400
P a t e n t s  ..............................  75,000
S e c u r i t ie s  o w n e d  ..........  22,000
I n v e n to r y  a n d  C u r r e n t
A s s e t s :
I n v e n to r y —
R a w  m a te r ia l s  a n d
s u p p lie s  ...............  130,200
W o rk  in  p ro c e ss  . .  450,100 
F in i s h e d  g o o d s  . . .  215,000
T o ta l  i n v e n to r y .  795,300
C u r r e n t  A s s e ts —
C a s h  o n  h a n d  a n d  in
b a n k s  .........................  225 ,000
N o te s  re c e iv a b le  . . . .  4,000 
A c c o u n ts  re c e iv a b le  . 272,000
T o ta l  C u r r e n t  A s ­
s e t s  .........................  501,000
T o ta l  I n v e n to r y  a n d  
C u r r e n t  A s s e ts  . . .  
D e fe r r e d  C h a rg e s —  
P r e p a id  in s u r a n c e  . .  
P r e p a id  i n te r e s t  . . . .  
I n v e n to r y  o f  a d v e r t i s ­
in g  a n d  office s u p ­
p lie s  ............................
E x p e r im e n ta l
e x p e n s e s  ....................
D e fe r r e d  b o n d
d is c o u n t  ....................
T o ta l  D e fe r r e d
C h a r g e s  ....................
T o ta l  A s s e ts  ..........
1 ,296,300
3,300
3,000
28,000
60,000
12,700
107,000
3 ,337,700
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L ia b i l i t ie s .
C a p i ta l  S to c k —
C o m m o n  $25 p a r  v a lu e  e a c h . . .  $1 ,000,000 
P r e f e r r e d  $25 p a r  v a lu e  e a c h . . .  750,000
C a p i ta l  s to c k  o u t s t a n d i n g . . . .  1 ,750,000 
F ix e d  L ia b i l i t ie s .
F i r s t  m o r tg a g e  7 p e r  c e n t  b o n d s  550,000 
C u r r e n t  L ia b i l i t ie s .
N o te s  p a y a b le ,  b a n k s  $673,000 
A c c o u n ts  p a y a b le  . . .  33,200 
A c c ru e d  c i ty  t a x e s . . 6,400 
A c c ru e d  b o n d  in te r e s t
p a y a b l e .......................  19,250
A c c ru e d  F e d e r a l
ta x e s ,  1927 .............  15,000
T o ta l  C u r r e n t
L ia b i l i t ie s  . . . . .  746,850
S u r p lu s  .................................  290,850
T o ta l  L ia b i l i t ie s  . .  3 ,337,700
I t  w as decided  to  reo rg an ize  th e  com ­
p an y  as  of th a t  d a te  an d  you w ere  en ­
gaged  to  m ak e  a n  a u d it  fo r  th e  p a s t 
y e a r  an d  th r e e  m o n th s , p re p a re  a  b a l­
ance  sh e e t o f th e  re o rg a n iz e d  com- 
pany , close th e  books of th e  old com ­
p an y  an d  open  a  new  se t of books fo r 
th e  com pany  a f te r  reorgan iza tion . T he 
necessa ry  leg a l s tep s  h av e  a lre a d y  been  
ta k e n  to  effect th e  re o rg a n iz a tio n  an d  
i t  h a s  been  decided  to  have  an  a p p ra isa l 
com pany  ap p ra ise  th e  fixed asse ts  an d  
th e  in v en to rie s  to  e s ta b lish  v a lu e s  fo r  
th e  reo rg an ized  com pany. T he A p­
p ra isa l C om pany show ed th e  fo llow ing  
sound  v a lu e s :
L a n d  ...............................................................  $65,000
B u ild in g s  .....................................................  548,000
M a c h in e ry  a n d  e q u i p m e n t ...............  629,000
T oo ls, d ie s , e tc ............................................. 200,000
O ffice f u r n i tu r e  a n d  e q u ip m e n t . .  14,000
A u to  e q u ip m e n t  ......................................  4,000
R a w  m a te r ia l s  a n d  s u p p l ie s  . . . .  106,000
W o r k  in  p ro c e s s  .................................  269,000
F in is h e d  g o o d s  ......................................... 200,000
You w ere  in s tru c te d  as a re s u lt  of 
y o u r  a u d it to  d e te rm in e  p ro p e r va lues 
fo r  th e  o th e r  a sse ts  and  liab ilitie s  and  
you found  th e  fo llow ing  changes neces­
sa ry :
1. P a te n ts  w ere a ll of U n ited  S ta te s  
issue; w ere show n on th e  books a t  cost 
an d  h ad  n o t been  am o rtized  based  on 
legal life  since acq u is itio n  on A pril 1, 
1917. T he p a te n ts  w ere  a ll new  issues 
on d a te  of acq u is itio n  w ith  th e  excep­
tio n  of one, w hich  h ad  been issued  on 
N ovem ber 1, 1915, an d  cost $12 ,000 .00 .
2. T he se c u ritie s  h ad  a  m a rk e t v a lue  
on M arch 31, 1928, o f $13 ,800 .00 .
3. A ccounts rece iv ab le  con ta ined  ac­
coun ts to ta lin g  $50 ,000.00 deem ed to  
be unco llectab le .
4. T he in v en to ry  o f a d v e rtis in g  and  
office su p p lies  an d  ex p e rim en ta l ex­
penses w ere fo u n d  to  be o f no  v a lue .
5. T he c u rre n t liab ilitie s  w ere  co r­
re c t as s ta te d  except fo r  th e  fo llow ing:
A ccounts payab le  w ere  u n d e rs ta te d  
in  th e  am o u n t of $3 ,000.00.
F e d e ra l tax es fo r  th e  ca le n d a r y ear
1927 h ad  been  ca lcu la ted  w ith o u t con­
s id e ra tio n  of a  loss show n by th e  1926 
re tu rn  of $25 ,000 .00 , d iv idends re ­
ceived $600.00 an d  d o n a tio n s of 
$350.00.
No s ta te  ta x  liab ility  h ad  been ac­
c ru ed  on th e  books.
O pera tions fo r  th e  firs t th re e  m on ths 
of 1928 show ed a  tax ab le  incom e of 
$ 6 , 0 0 0 .0 0 .
A new  com pany  is fo rm ed  w ith  a 
c ap ita liza tio n  of 250,000 sh a re s  of 
$10.00 p a r  v a lu e  each ; a ll be ing  o f one 
class, a n d  ta k e s  over th e  a sse ts  of th e  
o ld com pany an d  assum es its  liab ilitie s  
in  co n sid e ra tio n  of issu in g  to  th e  old 
com pany 25,000 sh a re s  in  th e  new  com ­
pany . In  acco rdance  w ith  ag reem en t 
th e  new  com pany th e n  issues to  the  
p re fe rre d  an d  com m on sto ck h o ld e rs  of 
th e  old com pany, sh a re s  on th e  basis  of 
1½ sh a res  of new  stock  fo r  each  sh a re  
of o ld  stock  a t  p a r  fo r cash.
T he new  com pany  th e n  decla res a 
stock  d iv idend  of 20 p er cen t to ta lin g
26,000 sh a re s .
T he old com pany  th en  re t ire s  its  p re ­
fe r re d  stock  by  exchang ing  i t s  s tock  in  
th e  new  com pany w ith  its  p re fe rre d  
s to ck h o ld e rs  on  a  sh a re  fo r  sh a re  basis.
T he new  com pany th e n  re t ire s  th e  
bonded in d eb ted n ess  in  cash  and  re t ire s  
th e  n o te  in d eb ted n ess  on th e  basis  of 
55 p e r  cen t cash  an d  45 p e r cen t stock  
in  th e  new  com pany.
R eq u ired :
(a )  B alance sh e e t of new  com pany 
a f te r  refin an c in g  h a s  been  accom ­
p lished .
(b ) Jo u rn a l e n tr ie s  to  a d ju s t and  
close books o f o ld  com pany.
(c) J o u rn a l  e n tr ie s  to  open books of 
new  com pany  a n d  reflect consum m a­
tio n  of cap ita liza tio n  ag reem en t as ou t- 
lin ed above.
HOW TH E ACCOUNTANT CAN 
BETTER SERVE THE 
BUSINESS PUBLIC
( C o n t in u e d  f r o m  p a g e  12)
(1 )  G enerally , th e  tim e  sale  p rice  is 
considerab ly  la rg e r  th a n  th e  cash  sale 
p rice , a n d  th is  d ifference re p re se n ts  
th e  p ay m en t of in te re s t fo r th e  ex ten ­
sion o f tim e  of paym ent. T he p rac tice  
of p e rm ittin g  th e  an tic ip a tio n  of p rofits 
by u sin g  th e  fu l l tim e  sa les p rice  in  de­
te rm in in g  c u r re n t p rofits , shou ld  be 
abo lished ; an d  th e  p rofits shou ld  be 
d e te rm in ed  en tire ly  upon  th e  basis  of 
th e  cash  sale  p rice, an d  th e  d ifference 
shou ld  be p laced  in  a  d e fe rred  incom e 
accoun t an d  only  be considered  a  p ro fit 
as i t  is ra ta b ly  collected .
(2 ) A n a d d itio n a l rese rv e  fu n d  
shou ld  be se t up  ag a in s t in s ta llm en t 
sa les co n tra c ts  o r  leases, eq u iv a len t to  
th e  av erag e  a m o u n t o f repossessions 
based  upon  p a s t experience. A nd a  fu r ­
th e r  rese rv e  shou ld  be s e t up eq u a l to
th e  a m o u n t o f a ll in s ta llm en t p aper 
over 90 days p a s t due  accord ing  to  th e  
te rm s. G enera lly  speak ing , no  in s ta l l­
m en t p ap e r sh o u ld  be p e rm itte d  to  go 
beyond 90 days p a s t due  accord ing  to 
its  te rm s  w ith o u t a  repossession  being  
m ade.
(3 ) In s ta llm e n t p ap e r shou ld  be 
ca re fu lly  aged  accord ing  to  its  te rm s; 
an d  w h erev e r possib le  th e  certifica te  of 
th e  C. P . A. sh o u ld  give an  accu ra te  
su m m ary  show ing  th e  a m o u n t of such 
p a p e r w hich  is c u rre n t, 30 days p a s t 
due, 60 days p a s t due, 90 days p a s t 
due, an d  in  excess of 90 days p a s t due. 
T he p rac tice  of ag ing  in s ta llm e n t paper, 
based  upon  th e  d a te  of la s t p ay m en t 
w ith o u t re g a rd  to  th e  te rm s  of th e  con­
tr a c t,  sh o u ld  be d iscon tinued .
(4 ) W h ere  th e  in s ta llm e n t p ap e r is 
d iscoun ted  w ith  a finance com pany o r 
bank , an d  th e  te rm s of p ay m en t a re  
sh o r te r  th a n  th e  te rm s  of th e  in s ta l l­
m en t paper, i t  is  im p era tiv e  th a t  a  c a re ­
fu l ana ly s is  be m ade of th e  cap ita l em ­
ployed in  th e  business to  d e te rm in e  
w h e th e r o r n o t su ch  ca p ita l is sufficient 
to  ex tend  such  c red it. I f  i t  is  no t, it  
sh o u ld  be so s ta te d  in  th e  certified  
public  a c c o u n ta n t’s certificate .
(5 )  Sound in s ta llm e n t se lling  is pos­
sib le  on ly  w hen  th e  am o u n t o f such 
sa les an d  th e  te rm s  of p ay m en t g ra n te d  
b ea r a  p ro p e r re la tio n sh ip  to  th e  cap ita l 
of th e  d ea le r  o r th e  m a n u fa c tu re r  c re ­
a tin g  such  sale. W h erev e r th ese  lim its  
a re  d is reg a rd ed , th e  d ea le r o r m an u ­
fa c tu re r  is in  a  d an g ero u s position  and  
is h ead ed  fo r  rece iv ersh ip  o r  b a n k ­
ru p tc y . C ertified  pub lic  a cco u n tan ts  
w ill he lp  th e ir  c lien ts  as w ell as b an k s 
an d  in v es tm en t d ea le rs  if  th ey  w ill en ­
cou rage  c lien ts  to  keep  th e ir  in s ta ll­
m e n t o p e ra tio n s w ith in  th e ir  cap ita l.
(6 )  G enera lly  sp eak in g , a ll concerns 
engaged  in  in s ta llm e n t se lling  shou ld  
re p o r t th e ir  p ro fits  to  th e  G overnm en t 
fo r ta x  p u rposes on  a  d e fe rred  incom e 
basis, w h e th e r o r  n o t th ey  re d isco u n t 
th e ir  in s ta llm e n t p ap e r w ith  finance 
com panies o r  b an k s, if such  red isco u n t 
is w ith  recou rse .
(7 )  I t  is a  bad  p rac tice  fo r  concerns 
engaged  in  in s ta llm e n t se lling  to  pay a 
g re a te r  com m ission  to  th e ir  sa lesm en  
th a n  th e  dow n paym e received . Any 
advances to  sa lesm en , w h e th e r due  to  
p ay m en t of a  la rg e r  com m ission  th a n  
th e  dow n p ay m en t o r to  th e  ch a rg in g  
back  of com m issions due  to  reposses­
sions— o r to  an y  o th e r  reaso n — shou ld  
n o t be cap ita lized  an d  ca rr ie d  as  an  a s ­
s e t u n less i t  can  be proved  beyond  ques­
tio n  th a t  such  item s a re  read ily  col­
lec tib le  w ith in  a  reaso n ab le  tim e.. I f  
possib le, a  p o rtio n  of each  sa lem an ’s 
com m ission  shou ld  be re ta in e d  by  th e  
m a n u fa c tu re r  o r d ea le r as a  re se rv e  fo r  
repossessions.
(8 )  T he v a lu a tio n  of repossessions 
in  th e  in v en to ry  is  a n o th e r  ite m  w hich
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needs a tte n tio n . I f  i t  is th e  policy  of 
th e  m a n u fa c tu re r  o r d e a le r to  reco n d i­
tio n  th e  p ro d u c t an d  se ll i t  a g a in  as 
new , repossessions m ay  be v a lu ed  in  
th e  in v en to ry  a t  th e  o rig in a l cost less a  
s u b s ta n tia l a llow ance  fo r  re co n d itio n ­
ing . If  th is  is  th e  policy, i t  sh o u ld  be 
so no ted  by th e  a c co u n tan t, w ith  a re ­
co m m en d a tio n  th a t  a  la rg e r  in v en to ry  
re se rv e  be ca rr ied . If  th e  repossessed  
p ro d u c t is so ld  a t  a  low er p rice  a f te r  
re co n d itio n in g , i t  sh o u ld  be v a lu ed  in  
th e  in v en to ry  a t  th e  p ro p e r p ro p o rtio n  
o f th e  o rig in a l cost w ith  due a llow ance 
fo r reco n d itio n in g .
(9 ) W here  m a n u fa c tu re rs  do n o t 
them se lves sell on tim e  b u t sell th e ir  
p ro d u c t th ro u g h  d ea le rs  w ho do, an d  
th e  m a n u fa c tu re r  g ra n ts  c re d it to  such 
d e a le r b u t h a s  no  re sp o n sib ility  w ith  
re sp ec t to  in s ta llm e n t p ap er, a  su b s ta n ­
tia l re se rv e  sh o u ld  be se t up  a g a in s t 
th e  c re d it ex tended . If  th e  m an u ­
fa c tu re r  p u rch ases  an y  of such  in s ta l l­
m en t p ap e r from  dea le rs , o r is re sp o n ­
sib le  by en d o rsem en t o r o th e rw ise  to  
finance com pan ies o r b an k s , such  p ap er 
shou ld  be tre a te d  in  th e  sam e m an n e r 
as th o u g h  th e  m a n u fa c tu re r  m ade th e  
sa les  d irec t.
In s ta llm e n t sa les  can  be conducted  
on a  sound  basis if  k ep t w ith in  p ro p er 
bounds. P u b lic  a cco u n tan ts  can  re n d e r  
a g re a t serv ice  if  th e y  w ill analyze  th e  
d an g e r zones in  a ll lin es  of in s ta llm e n t 
se lling  an d  ca ll th em  to  th e  a tte n tio n  
of th e ir  c lien ts  as w ell as to  in te re s te d  
banks an d  in v es tm en t d ea le rs .
Y our o rg an iza tio n , as w ell as y o u r 
in d iv id u a l m em bers, have doub tless  
s tru g g le d  w ith  th e  p rob lem s I m en tio n  
above an d  w h ich  I  consider p a ram o u n t. 
You m ay even  h av e  fo u n d  som e of th e  
an sw ers  b u t have  been  u n ab le  to  p u t 
th em  in to  p rac tice . To th e  in v es tm en t 
b a n k e r an d  to  th e  in v es tin g  pub lic  i t  
is becom ing  in c rea s in g ly  im p o rta n t to  
h ave  th e  fac ts  d isclosed  in  an  u n d e r­
stan d ab le  m an n e r . M uch c re d it w ill 
be due to  y o u r p ro fess io n  w hen , as an d  
if (as we say  in  th e  secu r ity  business) 
you give to  us an d  o u r c lien ts  a tru e  
x -ray  p ic tu re  in  y o u r certified  a u d it.
ETHICAL PROBLEMS 
IN  BUILDING PRACTICES
( C o n t in u e d  f r o m  p a g e  20)
m en ta lly , is th e  m an  w ho needs help , 
an d  I th in k  i t  is a  good th in g  to  help  
th o se  people. In  o th e r  w ords, i t  is ta k ­
in g  a bad  co n d itio n , a  bad  b usiness  
s itu a tio n , a sick  business, an d  m ak in g  a  
h e a lth y  b usiness  o u t o f it  th ro u g h  con­
s tru c tiv e  serv ice an d  n o t by m ere ly  
v e rify in g  ba lance  sh ee ts  and  m ak in g  o u t 
p ro fit and  loss s ta te m e n ts .
B. S. M O TH ER SH EA D , C. P . A., 
T exas: I w an t to  connec t up  th e  po in t
b ro u g h t o u t by Mr. D unn an d  Mr. K o rt- 
jo h n  w ith  a  specific in s tan ce . Mr. D unn  
spoke of th e  v a lu e  o f co o p era tin g  w ith  
th e  civic o rg an iza tio n s  in  a  city . T h e re  
is no q u es tio n  b u t w h a t th a t  is a  very  
v a lu ab le  field of en d eav o r fo r th e  young  
acco u n tan t. A ny acc o u n ta n t w ho sits  
in  h is office an d  p rops h is heels on h is 
desk  an d  w a its  fo r  w ork  to  com e in, 
m ig h t ju s t  as p ro fitab ly  spend  h is  tim e 
hom e in  bed, because  i t  ju s t  d o esn ’t 
com e th a t  w ay, and  w h ile  i t  is n o t a d ­
v isab le  th a t  he go o u t an d  m ak e  a door- 
to -d o o r canvass, th e re  a re  o th e r  th in g s  
th a t  he  can  do. H e shou ld  b ea r in  m ind  
th e  fa c t th a t  serv ice precedes com pen­
sa tio n , an d  h e  m u s t n o t look fo r com ­
p en sa tio n  befo re  he p e rfo rm s th e  se rv ­
ice. T h a t lead s  u p to  th e  p o in t I w an t 
to  m en tio n  an d  i l lu s tra te  by  a  specific 
exam ple.
I know  of one a c c o u n ta n t th a t  de­
veloped  th e  th eo ry  th a t  h is civic o rg a n i­
za tio n  sh o u ld  have  a  com m ittee  or 
b u reau , if  you w an t to te rm  it such , 
th a t  w ou ld  re n d e r  ass is tan ce  to  con­
ce rn s th a t  w ere  g e ttin g  in to  difficulties. 
H e to o k  h is  idea  to  th e  C ham ber of 
C om m erce and  p u t i t  over w ith  them . 
Such a b u re a u  w as o rgan ized  an d  th ey  
ask ed  h im  to  h ead  th e  b u reau , w hich 
he  d id . H e w as w illing  to  re n d e r  serv ice 
w ith o u t look ing  fo r  com pensation . T he 
re s u lt  w as th a t  q u ite  a few  concerns 
cam e to th is  free  se rv ice  clin ic , if you 
w an t to  ca ll i t  such , and  v a lu ab le  a s ­
s is tan ce  w as g iven to  those  concerns, 
an d  h is  re m u n e ra tio n  cam e from  th e  
fa c t th a t  h e  fo rm ed  co n tac ts  w hich, 
a f te r  th o se  concerns w ere re h a b ili ta te d , 
w ere v ery  v a lu ab le  to  h im .
PA R R Y  B A R N ES, C. P . A., M issouri: 
T h e re  is one experience  I have  had  
d ea lin g  w ith  p ro spec tive  c lien ts  th a t  
m ig h t be of v a lu e  to  th e  young  acco u n t­
an t. I  am  a  young  acco u n tan t, m yself. 
V ery  f re q u e n tly  in dea lin g  w ith  a  sm all 
o r m ed ium  sized business concern , if  th e  
ra te  o f $35.00 to  $50.00 a day  is 
quo ted , th e re  is a ten d en cy  on th e  p a r t 
of th e  p ro spec tive  c lien t to  fee l th a t  th e  
ra te  is too  h igh . I t  seem s to  m e th a t  
th e  best policy  is to  p o in t o u t th a t ,  as 
b ro u g h t o u t in  th e  d iscussion  h e re , 
la rg e  firm s em ploy  co m p tro lle rs  and  
tr e a s u re r s  and  financia l officers a t  sa l­
a rie s  of $ 15 ,000 .00 o r $20 ,000 .00  to 
$30 ,000 .00  a  y e a r  and  u pw ards to  fo r­
m u la te  defin ite  financ ia l po lic ies fo r  th e  
in s ti tu tio n s  w ith  w hich  th ey  a re  con­
nected . I f  th e  a c c o u n ta n t w ho is d ea l­
ing  w ith  a  sm all u n it  in  th e  sam e in ­
d u s try  can p o in t o u t th a t  he can re n d e r  
m ore  serv ice and  is as w ell equ ipped  to 
do i t  a s th e  m an  w ho is  a t  th e  h ead  of 
th e  acco u n tin g  in  a  b ig  in s ti tu tio n , b u t 
th a t  in s te a d  of em ploy ing  h im  p e rm a­
n en tly  a t, say, $15 ,000 .00  a  y ea r, th a t  
sm all concern  need  pay h im  on ly  $50.00 
a  day  fo r th e  tim e  th ey  m ay  need  him
d u rin g  th e  y ea r, in  d ea lin g  w ith  any  
p ro b lem  th a t  m ay  com e up, w h ere  th e y  
can  com m un ica te  w ith  th e  acc o u n ta n t 
an d  ca ll fo r  h is  advice, th a t  sh ou ld  im ­
p ress  them . I t  is n o t n ecessary  to  e la ­
b o ra te  on  th e  th o u g h t, b u t w e find i t  
f re q u e n tly  induces a c lien t to  accep t a 
serv ice w h ich  o th e rw ise  he  w ould  
th in k  he could  n o t pay  fo r. W hen  he  
rea lizes  th a t  he  can  g e t th e  sam e k in d  
of adv ice  a s  h is  la rg e s t co m p e tito r gets , 
fo r  m uch  less m oney, he  alw ays w el­
com es th e  serv ice.
REMARKS ON DEPRECIATION
( C o n t in u e d  f r o m  p a g e  15)
th e  a m o u n t o f th a t  loss. S hou ld  any  
sa lvage  v a lu e  be fo und  to  ex is t a t  th e  
tim e  of th e  sa le  i t  w ill be c lea r p rofit, 
su b jec t to th e  expenses in c id en ta l to  its  
d isposal.
In  re a lity  w h a t occurs is n o t u su a lly  
an  obsolescence of th e  equ ip m en t, b a t  
r a th e r  a  re a liz a tio n  of th e  in ad eq u acy  of 
th e  b u ild in g  o r site , o r  b o th ; o r th e  
obsolescence m ay be due  to  o th e r  causes 
w hich  in  a rap id ly  g row in g  an d  ev er 
c h an g in g  c ity  like  New Y ork affect loca­
tio n s  an d  th e  businesses possib le  a t  such  
loca tions . W h a te v e r te ch n ica l nam e 
m ay be g iven to  it, th e re  is none th e  
less a  loss w h ich  h a s  to  be recogn ized  
an d  m e t by th e  business. I t  is  th e  ty p e  
o f loss w hich those  o p e ra tin g  th e  b u s i­
ness sh o u ld  have  been ab le  to  fo resee  
in  sufficient tim e to  p rov ide  fo r  it , an d  
to ta k e  such  p rov ision  o u t of p ro fits , as 
se t fo r th  in  th e  fo reg o in g  d iscussion , 
an d  seem ing ly  th is  loss w ould  n o t be 
ded u c tib le  in  ta x  r e tu rn s  u n d e r  th e  re g ­
u la tio n s  u n ti l th e  exact a m o u n t o f th e  
to ta l loss h as  been a sce rta in ed  th ro u g h  
th e  d isposa l of th e  p ro p e rty .
I t  ap p ea rs  to  me th a t  special in v es ti­
g a tio n  shou ld  be m ade by th e  h o te l in ­
d u s try  in to  th is  phase  of th e  h o te l b u s i­
ness  an d  th e  re s u lts  m ig h t th e n  be su b ­
m itted  to  th e  B u reau  of In te rn a l R ev­
enue  fo r  its  con sid e ra tio n .
T he p ro p o s itio n  to  b e  advanced  to  
th e  B u reau  w hen  th e  find ings a re  su b ­
m itted  w ould be a lo n g  th e  g en e ra l lines  
in d ica ted  h e re u n d e r :
(1 ) S hall a  h o te l a t  th e  beg in n in g  of 
its  ex is tence  have th e  r ig h t to  s ta te  in 
advance  th e  period  e s tim a ted  as being  
its  possib le  u se fu l life , an d  p rov ide  fo r  
th e  recovery  of i t s  c ap ita l in v es tm en t 
o v e r th e  period  of th a t  e s tim a te d  u se fu l 
life?  T he e s tim a te  of possib le  u se fu l 
life  to be rev ised  w hen  and  if its  o p e ra t­
ing  experience , or o th e r  v a lid  c ircu m ­
stances, in d ica te  an  e r ro r  in th e  o rig in a l 
e s tim a te  of u se fu l life.
(2 )  I f  so in w h a t m an n e r sh a ll de­
p rec ia tio n  be ta k e n  in  ta x  re tu rn s , in  
o rd e r  to  sp read  th e  loss ra ta b ly  over th e  
e s tim a ted  u se fu l life  of th e  p ro p e r ty ?
L e t us look a t  a n o th e r  p hase  of th e
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lieve th a t  th e  c ap ita l in v e s tm e n t in  
m ovable  eq u ip m en t sh o u ld  be recovered  
o u t of th e  p ro fits  in  a  b r ie fe r  period  
d u rin g  th e  firs t y ea rs  of th e  ex is tence  
o f th e  h o te l, fo r  th e  reaso n  th a t  th e  
h o te l h a s  th e n  passed  th ro u g h  its  m ost 
p ro fitab le  perio d , an d  th e re a f te r  i t  w ill 
u n d erg o  a s tru g g le  to  m ake  p ro fits , 
w h ich  s tru g g le  w ill becom e h a rd e r  w ith  
each  succeed ing  y ea r. Such a p ro p o si­
tio n  fro m  a busin ess  s ta n d p o in t m ay o r 
m ay n o t be considered  good p ro ced u re , 
how ever, th e re  is no d o u b t th a t  it  does 
accom plish  tw o very  im p o rta n t ob jects. 
F ir s t ,  i t  g e ts  r ig h t  dow n to  th e  bo tto m  
of w h a t c o n s titu te s  co n serv a tiv e  h o te l 
o p e ra tio n  conducted  fo r th e  p u rp o se  of 
c re a tin g  an d  m a in ta in in g  a  f a ir  an d  re a ­
sonab le  p rofit, and  pay in g  a  fa i r  an d  
rea so n ab le  ta x  on such  p ro fits  re g a rd ­
less of th e  ta x  ra te s  w h ich  m ay app ly  in 
th e  sev e ra l y e a rs  of its  ex is tence ; and  
second, i t  ap p ea rs  to  be th e  m ethod  
m ost conducive to  sa fe g u a rd in g  th e  cap­
i ta l  in v es tm en t of th e  s to ck h o ld e r, or 
th e  in d iv id u a l ow ner as th e  case m ay  
be.
I have  h ad  l i t t le  to say  w ith  re fe ren ce  
to  th e  d ep rec ia tio n  of h o te l b u ild in g s 
a n d  of b u ild in g  m echan ica l eq u ip m en t. 
T h is  is n o t because I re g a rd  d ep rec ia ­
tio n  of th e se  a sse ts  as u n im p o rta n t. 
I t  is because  of th re e  reaso n s: F ir s tly , 
th a t  very  m any ho te ls a re  operated  
on leaseh o ld  by se p a ra te  p ro p r ie to rs  
an d  n o t by b u ild in g  ow ners them selves. 
Secondly, th a t  w e can  v isua lize  th e  
te rm s of u se fu l life  of th e  v a rio u s  item s 
of m ovable  eq u ip m en t m uch  m ore c le a r­
ly  th a n  w e can  th o se  of th e  com ponen t 
e lem en ts  of a  b u ild in g  a n d  its  m ech an ­
ica l eq u ip m en t, an d  th ird ly , because  so 
m any  s tu d ies  of b u ild in g  d ep rec ia tio n  
a re  being  co nducted  a t  th is  p re sen t 
tim e  by asso c ia tio n s of b u ild in g  ow ners 
an d  m an ag e rs  th a t  i t  seem ed to  m e w ell 
to  rese rve  th e  su b je c t of b u ild in g  de- 
p rec ia tio n  fo r  fu tu re  co n sid e ra tio n .
I am  ca llin g  to  y o u r m ind  th e se  su b ­
je c ts  because I  am  firm ly  convinced, 
from  such  o b se rv a tio n  an d  s tu d y  as I 
h av e  been ab le  to  m ak e  of d ep rec ia tio n  
in  re la tio n  to  h o te l e n te rp rise s , th a t  we 
w ill n o t g e t dow n to  a  tr u e  know ledge 
o f w h a t c o n s titu te s  c o rrec t acco u n tin g  
an d  co rrec t ta x  p ro ced u re  in  re sp ec t 
th e re to  u n ti l  we h av e  m ade  th e  re q u is ­
ite  re sea rch  s tu d ie s  fro m  w hich  in te l­
lig en t conclusions m ay  be d raw n . I 
can  see no rea so n  w hy e ith e r  th e  B u reau  
o f In te rn a l R evenue o r  th e  h o te l in d u s ­
t ry  sh ou ld  find i t  n ecessa ry  to  com e to 
an y  h a s ty  a g re e m e n t on a m a tte r  of th is  
im p o rtan ce , w h e rea s  th e re  is  every  
u rg e n t reaso n  fo r  ta k in g  a p p ro p r ia te  
tim e  fo r  sufficiently  d e ta iled  s tu d ie s  to  
be m ade.
I th a n k  you fo r y o u r a tte n tio n .
CALIFORNIA
A special m eeting  of the  San F ra n ­
cisco C hapter of th e  C alifo rn ia  S ta te  
Society of Certified Public A ccountan ts 
w as held a t  th e  E ng ineers Club, San 
F rancisco , on D ecember 7, 1928 a t 6:30 
P .M .
The purpose of th e  m eeting  w as the  
p resen ta tion  to  H enry  R and H atfield of 
an  aw ard  of m erit fo r ou ts tan d in g  l i t ­
e ra ry  achievem ent aw arded by the  f ra ­
te rn ity  of B eta A lpha Psi.
P res id en t H a rry  J . Cooper presided, 
and  B. W. B ours acted  as Secretary .
A fte r an  address of welcome by N. L. 
M cLaren, P re s id en t of th e  Society, Mr. 
H a rry  D. K errig an , P res id en t of the  
B erkeley C hapter, and Mr. R. R. Behlow, 
P res id en t of th e  S tuden t Body of the  
U niversity  of Sou thern  C alifornia, spoke.
The p resen ta tio n  of th e  aw ard  of m erit 
w as th en  m ade by Mr. John  F. Forbes in  
the  follow ing language.
“The accoun ting  fra te rn ity  of B eta 
A lpha P si has aw arded H enry  R and 
H atfield  a  c ita tion  for th e  ou ts tand ing  
achievem ent in  accounting  li te ra tu re  
du rin g  a recen t tw elve-m onths period, 
and we have gathered  together fo r the  
purpose of fo rm ally  p resen ting  h im  w ith  
a b it  of parchm ent, w hich expresses 
som eth ing  of th e  d is tin c tio n  w hich is 
h is  and som eth ing  of the  sen tim en t 
w hich h is f ra te rn ity  b ro th ers  feel in  
acc la im ing  h im . B u t w e have  assem bled  
as w ell for th e  a ltogether m ore hum an  
and p leasing  purpose of b reak ing  bread 
w ith  h im — of fra te rn iz in g  w ith  h im — 
of g ree ting  h im  as  one of ourselves—as 
one of those in  whose honor before the  
sacred  sh rin e  of friendsh ip  we place 
our b rig h tes t candle,
“Some flute-voiced o ra to r m igh t have 
been m ore app rop ria te ly  chosen to ex­
press to n ig h t your feelings for Dr. H a t­
field, and  to  te ll you in  tu rn  in  m ore 
colorful language th a n  m ine some th in g s 
you m ay n o t know  of h im —as a m an— 
as a  scholar—as an  au th o r—as a teacher 
—as an  ad m in is tra to r—or as a friend . 
F o r he is p reem inen t in  each of these 
spheres and m any  o thers. N othing, 
how ever, could be m ore d is taste fu l and 
d is tressing  to  D r. H atfield th a n  to  have 
to  s i t  and lis ten  to  an  o rnate  rec ita l of 
h is  accom plishm ents and h is  v irtues, for 
h is o u ts tand ing  ch a rac te ris tic  is m od­
esty.
“I suppose to  be tru e  to  form  as an  
accoun tan t I ought in  add ition  to de­
scrib ing  h im  as being th e  em bodim ent of 
so m any  professional ideals, to add th a t 
if  a  balance sheet of h is  life w ere draw n 
as  a t  th is  da te , how  unnecessary  i t  
would be to  engage th e  services of some 
app ra isa l com pany to  assum e th e  re ­
sponsib ility  for th e  values of th e  assets 
described thereon . D epreciate them  as
you m ay, th ey  s till rem ain  m ore th a n  
am ple. C haracter, in d u stry , valor, tr u th , 
th e  love of h is  fellows, a re  b u t a  few 
of th e  m any  to  w hich we a ll u n qua li­
fiedly certify . T here a re  none of th e  
m eaner litt le  liab ilitie s  of jealously  o r 
avarice, b u t only the  g rea t fixed perm a­
n en t ob ligation  to  serve h is fellow-men. 
And th e  su rp lu s would be se t up in  
th e  G erm an fash ion , being the  sp iritu a l 
com pensation fo r ea rn es t effort less th e  
am ortiza tion  of th e  years.
“I t  -has been m y s in gu la rly  good fo r­
tu n e  to  have know n H enry  R and H atfield 
in tim ate ly  for som e tw en ty  years, and 
I have never know n his a ttitu d e  to  be 
o ther th a n  fearless no r h is judgm ent 
to  be o ther th an  sound, and w hether 
as D ean of th e  F acu ltie s  he w as s tru g ­
gling  w ith  th e  budget and the  funds- 
consum ing personnel of the  U n iversity  
of C alifornia, o r w hether h is w as th e  
hum bler ta sk  of try in g  to  drive th e  
eq u a tio n  “A ssets eq u a l liab ilitie s  p lu s 
p ro p rie to rsh ip ” in to  th e  ivory dome of 
some re lu c tan t under-graduate , h is  pa­
tience is lim itless, h is  en thusiasm  you th ­
ful, and h is  hope e ternal. A nd fa r  
m ore im p o rtan t th a n  a ll th e  res t, h is  
hum drum  everyday  U niversity  w ork has 
ever been -the source of in sp ira tio n  to  
thousands upon thousands of young  m en  
and women.
“T hrough  th e  en tire  period of my ac­
quain tance  w ith  him , he has displayed 
no t only a  large and constan t in te re s t 
in  ou r profession and ou r endeavor to  
m ake i t  g rea t, b u t he has w atched w ith  
so licitude and sym pathy  the  strugg les 
and progress of the ind iv idual m em bers 
of it. No one has m ore friends w ith in  
th e  profession th an  he.
“H is l i te r a ry  efforts have en larged  
our m inds and extended our m en ta l 
horizon. He has led us up s trange  and 
in te re s tin g  he ig h ts  and to  u n fam ilia r  
up land  rea lm s of accoun ting  though t, 
and w e a re  a ll n a tu ra lly  app rec ia tive  
and gra tefu l. H is ex trao rd in a ry  w ork 
in  m any  d irec tions in  our U niversity , 
in  ou r governm ent, in  and for countless 
societies and  com m ittees, w ins ou r p rid e  
and our approval, and  h is constan t so­
lic itude  for and  cooperation w ith  every­
th in g  associated  w ith  th e  profession of 
accounting, have aw akened w ith in  ou r 
h ea rts  a  feeling  of m ost profound u nder­
stan d in g  and affection.
“And so because of a ll these th in g s , 
bu t m ost of a ll because we know  you, 
because you a re  ou r friend  and com rade, 
it  gives me m uch pleasure to  hand you 
th is  scroll on behalf of your f r a te rn i ty  
b ro th e rs  of B eta A lpha Psi.”
Mr. H atfield accepted th e  aw ard  w ith  
an  app rop ria te  address.
Mr. F . W. W oodbridge, C hairm an of 
the  D epartm en t of A ccounting of th e
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U niversity  of Sou thern  C alifornia, then  
gave a  h is to ry  of th e  B eta  A lpha P si f r a ­
te rn ity  and  a very  in te re s tin g  account 
of th e  purposes and  w ork of th e  f ra te r­
n ity .
Dr. R eid L. McClung, D ean of the 
College of Comm erce, U n iversity  of 
S ou thern  C alifornia, and Mr. H . F . 
G rady, D ean of the  College of Commerce, 
U n iversity  of C alifornia, th en  addressed 
th e  m eeting.
A fter a genera l recep tion  for Mr. H a t­
field, th e  m eeting  ad journed.
D ISTRICT OF COLUMBIA
The D is tric t of C olum bia In s titu te  of 
Certified Public A ccountan ts held its  reg ­
u la r  q u a rte rly  m eeting  a t  th e  City Club 
on W ednesday evening, Decem ber 19,
1928. Follow ing th e  d in n e r th e  usual 
business w as tran sac ted . The subject for 
d iscussion for th e  evening w as “The Re­
sponsib ility  of the  C. P. A. in  the  M atter 
of Inven to ry .” P apers  w ere p resen ted  by 
H aro ld  A nderson and John  H. Sim on 
a fte r  w hich a  general d iscussion w as 
entered  upon by th e  m em bers p resent.
The C om m ittee on A dvertising  recom ­
m ended th a t  th e  In s titu te  suggest to  its  
m em bers th e  in ad v isab ility  of in d iv id u a l 
d irec to ry  advertisem en ts and th a t  in  lieu 
thereo f i t  use such space in  th e  d irec to ry  
fo r an  In s titu te  announcem ent as m igh t 
be though t advisable, a f te r  consu lting  all 
m em bers. T he rep o rt of th e  Com m ittee 
w as received and they  w ere requested  
to  confer w ith  certified public account­
a n ts  in  th e  D is tric t of Colum bia in  re ­
gard  to  the  m a tte r  and  rep o rt a t the  
nex t m eeting.
INDIANA 
The In d ian a  A ssociation  of Certified 
Public A ccountants h a s  issued a th ird  of 
a series of six  sh o rt b u lle tin s  w hich w ill 
be published a t  in te rv a ls  d u ring  1928-
1929. T h is la s t bu lle tin  is on th e  sub­
jec t of “Cash Safeguards.”
IOWA
T he Iow a Society of Certified Public 
A ccountan ts had  a  m ee ting  a t  Cedar 
R apids on S atu rday , D ecem ber 29, 1928, 
for the  purpose of d iscussing  a  bill w hich 
had been d ra fted  by th e ir  L egislative 
Com m ittee fo r p resen ta tio n  to the  1929 
L egislature.
M ASSACHUSETTS 
Ins tead  of hav ing  th e  usual d inner 
m eeting  w ith  an  ou ts ide  speaker, the 
M assachusetts Society of Certified Public 
A ccountants, a t  its  N ovem ber 26, 1928, 
m eeting  tr ied  out th e  p lan  of conducting 
a forum . A lis t of tw en ty  questions had 
been sen t ou t w ith  a  notice of th e  m eet­
ing. The fac t th a t  only five of th e  tw enty  
questions w ere discussed in  the  tw o-hour 
period of th e  m eeting  w ould ind ica te  th a t
the  experim en t w as a  happy one. Jam es 
W illing  w as C hairm an of the  m eeting  and 
called on various m em bers to open the  
d iscussion on each of th e  questions. T his 
w as followed by a genera l discussion a fte r  
w hich a n  in fo rm al vote w as tak en  in  
o rder to  obtain  th e  sen tim en t of those 
p resen t on th e  question  a t issue.
F o r th e  benefit of o th e r S ta te  Societies 
th a t  m ay be contem plating  securing in ­
te re s tin g  m eetings we are  p rin tin g  the  
en tire  lis t  of questions compiled by the 
M assachusetts Society:
1. Should earned  su rp lu s  be re s tric ted  
to  th e  u n d is trib u ted  balance of ea rn ings 
a ris in g  from  th e  opera tions of th e  p res­
en t corporation?
2. Does good accounting  prac tice  per­
m it of s ta tin g  earn ings before deducting  
depreciation  or rep lacem ent charges, p ro ­
vided th e  fac t of such  non-deduction (bu t 
no t am ounts) is sta ted?
3. If  the  ag reem ent covering th e  issue 
of p re fe rred  stock by a co rporation  pro­
vides fo r the  se ttin g  aside annua lly  ou t 
of ea rn in g s on M arch 1st of each year, of 
a  s tip u la ted  sinking-fund provision, is  i t  
necessary  to  qualify  th e  earned su rp lu s  
account on  a  D ecem ber 31st balance sheet 
w ith  respect to the  provision to  be m ade 
on M arch 1st of th e  succeeding year?
4. Should provision  be m ade fo r U. S. 
incom e tax  on un d is trib u ted  profits of 
foreign com panies included in  consoli­
dated  balance sheets and  ea rn in g s fig­
ures?
5. W hen appreciated  values a re  being 
used in  th e  financing (m odified) balance 
sheet, should such appreciated  values of 
p lan t be used as basis fo r depreciation  a l­
low ances in  de te rm in in g  ea rn ings stated  
fo r a period of years p receding the  date 
of th e  new  financing?
6. Should su rp lu s appropria ted  for the  
re tire m en t of p re fe rred  stock under th e  
p rovisions of a  p referred-stock agreem en t 
be considered as  perm anen tly  approp­
ria ted  u n til th e  en tire  issue of p re fe rred  
stock has been re tire d ?
7. In  th e  event a bond issue is re tire d  
is i t  sound accounting  procedure to  
charge off th e  d iscount unam ortized  a t 
date  of re tire m en t aga in s t a  su rp lus a r is ­
ing  from  an  ap p ra isa l of the  com pany’s 
fixed asse ts?
8. U nder w h a t c ircum stances, if any, 
should accoun tan ts p e rm it th e  cita tion  of 
th e ir  nam es in  p rospectuses as au th o rity  
fo r e stim a tes  of fu tu re  earn ings?  F o r ex­
am ple, recen t p rospectus offering shares 
in a com pany organized d u rin g  1927 for 
th e  exp lo ita tion  of an  e lec trical device, 
con ta ins th e  follow ing parag rap h :
M essrs. —— - ---------------------  Public Ac­
countan ts, have estim ated  th e  Com pany’s 
earn in g s fo r th e  ca lendar year 1928, based 
on a  gross sales p rogram  of approx i­
m ately  $4,000,000. T his estim ate  reflects 
all m axim um  costs inciden t to  th e  p ro­
duction, adv ertis in g  and d is trib u tio n  of
th e  Com pany’s p roduct and ind ica tes th e  
n e t profits of th e  Company, before de­
prec ia tion  and F edera l Taxes for th a t  pe­
riod , w ill be $802,656, w hich is equ ivalen t 
to  approxim ately  $3.40 per share  of com­
m on stock  ou tstand ing .
9. Is  i t  sound accounting procedure to 
w rite  off th e  unam ortized  d iscount on 
bonds s t i l l  o u ts tand ing  a g a in s t cap ita l 
su rp lu s created  by w ritin g  down th e  par 
or s ta ted  value of th e  corpora tion ’s capi­
ta l  stock, in  o rder to  relieve fu tu re  ea rn ­
ings of th e  annual am ortiza tion  charge?
10. M ust th e  financing balance sheet 
m ake provision fo r th e  expenses of con­
so lidation  or financing?
11. In  p rep a rin g  a  balance sheet, is it 
sound accounting  procedure to  show 
losses from  operations a s  a charge 
ag a in s t cap ita l su rp lu s and to  ca rry  fo r­
w ard  th e  n e t figure as cap ita l su rp lus 
in  s ta tin g  the  opening su rp lus on the  
balance sheet p repared  a t  th e  end of th e  
succeeding year?
12. W ould i t  be sound accounting  pro­
cedure fo r a  corporation  to  w rite  off good­
w ill o r o th e r in tang ib le  asse ts  by charg ­
ing  them  off a g a in s t a su rp lu s a ris in g  
from  the  app ra isa l of the com pany’s fixed 
p ropertie s?
13. Should the  basis of v a lu a tio n  be 
s ta ted  fo r such balance sheet item s as 
inventories, investm en ts and p lan t, or is 
i t  to  be assum ed, in  absence of con tra ry  
com m ent, th a t  th e  item s a re  valued in  
accordance w ith  sound accounting  p rin ­
ciples?
14. Should all d ividends declared be 
considered to  be payable out of earned  
surp lus, un less definitely stipu la ted  o th e r­
w ise in  th e  decla ra to ry  reso lu tion?
15. Should div idends declared by a  sub­
sid ia ry  ou t of th e  ea rn ings accum ulated  
by th e  subsid ia ry  p rio r to  th e  date  of its  
acqu isition  by th e  hold ing  com pany be 
added to  th e  earned su rp lus of th e  hold­
ing  com pany?
16. I f  d iv idends a re  to be show n on the  
balance sheet a s  a  deduction from  all 
types of su rp lu s combined, should no t the  
B oard of D irectors of th e  c o rp o ra tio n  
tak e  ap p rop ria te  action  to  designate  th e  
specific su rp lu s  accounts from  w hich th e  
d iv idends a re  to  be considered to  have 
been payable, in  o rder to  perm it the  
p roper segregation  of th e  balances in  the  
several su rp lus accounts as of th e  be­
g inn ing  of th e  follow ing year?
17. Should saleable m a te ria ls  acquired 
for fixed asse t ex tension be carried  as 
c u rren t or fixed assets, e. g., ra ils  in  a  
ra ilro ad  com pany?
R elated  question:
W hen m in u tes  (or con trac ts) ind ica te  
th a t  expend itu res fo r new  construction  
a re  to  be m ade, w here should tem porary  
investm en ts or idle cash be carried , i t  
being  th e  in ten tio n  to employ them  for 
construction?
18. Is  i t  p roper to  add to th e  cost of
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im proved rea l es ta te  bought fo r resa le  or 
constructed  for sale, th e  excess of cu rre n t 
charges fo r in te rest, taxes, m ain tenance 
and opera ting  expenses over ren ta l o r 
sim ila r incom e received u n ti l  th e  rea l 
esta te  is  sold? I t  is assum ed th a t  i t  is 
c lear from  th e  p a s t h is to ry  of th e  com­
pany  th a t  its  business is p rim arily  th a t  
of buying  rea l e s ta te  and  construc ting  
bu ild ings for resa le  a s  d is tingu ished  from  
holding rea l e s ta te  for its  opera ting  in ­
come.
19. Should div idends declared, “pay­
able out of th e  su rp lu s of th e  co rpora tion” 
w ithou t any  definite designation  of the  
su rp lu s  ou t of w hich they  a re  payable, in  
excess of th e  balance in  earned  su rp lu s be 
show n to  produce a deficit?
20. Or m ay such d ividends, if  declared 
in  excess of th e  balance in  earned  su r­
plus, be show n on the  balance sheet as a 
deduction from  all types of su rp lu s com­
bined?
MICHIGAN
The M ichigan A ssociation of Certified 
P ublic A ccountants held an  open m eeting 
a t the  C adillac A th letic  Club, D etro it, on  
F rid ay  evening, Decem ber 28, 1928. Fol­
low ing the  usual d inner P au l S. Gibson, 
of H ask in s & Sells, New York, p resented  
th e  subject of “The P roper C lassification 
of A ccountancy S ervices” to  th e  m ore 
th a n  one hundred  accoun tan ts p resent.
M INNESOTA
A t th e  N ovem ber m ee tin g  of th e  M in­
n eso ta  Society  of C ertified  P u b lic  Ac­
co u n tan ts , h e ld  a t  th e  M inneso ta  Club, 
S t. P a u l, on N ovem ber 22, 1928, H om er
S. P ace  spoke to  an  assem b lage  of som e 
fifty on the  topic “The F u tu re  of Public 
A ccountancy  P ra c t ic e .”
A t th e  m ee tin g  held  on D ecem ber 18, 
1928, in  M inneapolis, H e rm an  C. J . 
Pe isch  gave an  in te re s tin g  an d  p rac tic a l 
ad d ress  on “ E th ic a l P ro b lem s in 
M ethods of B u ild ing  P ra c tic e  by Y oung 
P u b lic  A c co u n tan ts .” T he m ee tin g  w as 
w ell a tte n d e d  by b o th  th e  m em bers and  
uncertif ied  acco u n tan ts  w ho h ad  been 
in v ited . T he d iscussion  w hich follow ed 
th e  ad d re ss  w as live ly  an d  g en e ra l and  
tes tified  to  th e  in te re s t  w hich  those  
p re se n t had  in  th e  su b jec t.
NORTH CAROLINA
P resid en t Wm. H. Z im m erm an has ap­
pointed  th e  follow ing com m ittees to  serve 
for the  year end ing  Septem ber 30, 1929: 
STANDING COMMITTEES. M em ber­
sh ip—F. O’C. F le tcher, C hairm an, Ashe­
v ille ; S. H. W iley, S alisbu ry ; H. F. 
B lackw ell, C harlo tte. L egisla tion—Geo.
H. Adams, C hairm an, C harlo tte ; D. H. 
McCollough, C harlo tte ; Chas. E. Elber- 
s on, W inston-Salem . P ub lic ity  and  E du­
ca tion  —  F re d e r ic k  M oore, C ha irm an ,
C harlo tte ; W. E . S tevens, L eno ir; M. W. 
M acRae, Rocky M ount. M eetings—W. C. 
N ichols, C hairm an, W ilm ington ; R obert 
C. C arter, R ale igh ; N eal S. Zeigler, C har­
lo tte. Public A ffairs—D. R. Hollowell, 
C hairm an, G reensboro; H. G. B rubaker, 
C harlo tte ; J . Irv in g  Mason, A sheville. 
A rb itra tio n —W alter C harnley, C hairm an, 
C harlo tte ; Jo h n  E . Eck, G astonia; John
B. Rodgers, S tatesville .
SPECIA L COM MITTEES. N a tu ra l B us­
iness Y ear— Jo h n  E. W ilson , C ha irm an , 
A sheville; K. E . Thies, C harlo tte ; C. F. 
D elam ar, D urham . In te rn a tio n a l Con­
gress, New York, Septem ber, 1929—Geo.
E. Wood, C hairm an, C harlo tte ; C harles
H. Goodno, R ale igh ; J . B. McCabe, W il­
m ington. P rofessional-E ducational Con­
ta c t—E. E. Peacock, C hairm an, U niver­
s ity  of N orth  C aro lina; R. W. H enninger, 
S ta te  College; F ra n k  Lea Jackson, D avid­
son College; J . H . Shields, Duke U niver­
sity .
OREGON
The reg u la r m onth ly  m eeting of the  
O regon S ta te  Society  of C ertified  P u b ­
lic A cco u n tan ts  w as held  D ecem ber 17,
1928, 6 P . M., a t  th e  U n iv ers ity  Club, 
in  co n ju n c tio n  w ith  th e  P o r t la n d  
C hapter, R obert M orris A ssociates, w ith  
about tw enty-one m em bers of th e  So­
ciety present.
A fter d in n e r had been served P res i­
d en t Wood of th e  Society called the 
m eeting  to  o rder and  in troduced  the 
m em bers of th e  Society to the  m em bers 
of R obert M orris A ssociates. He then  
tu rned  the  m eeting  over to  Mr. R ussell 
of P en in su la  N ational B ank, P residen t 
of th e  P o rtland  C hapter of R obert Mor­
r is  A ssociates, w ho spoke briefly on 
in ter-group  re lations.
Mr. R ussell in troduced to both  socie­
ties Dr. N orm an F. Coleman, P res id en t 
of Reed College, P ortland , who gave an 
add ress on th e  progress being m ade to­
day tow ard h arn essin g  economic forces 
in  business.
Mr. R ussell th en  introduced  as the 
topic of discussion for th e  evening, 
“Shall th e  accoun tan t verify  th e  inven­
to ry .” Mr. Godfrey C. Blohm, C ashier, 
W est Coast N ational B ank, p resented  the 
b an k er’s po in t of view , s tre ss in g  the  
poin ts th a t  as in  a  survey of 3842 s ta te ­
m en ts the  inven to ry  constitu ted  24 per 
cen t of th e  to ta l a sse ts  its  im portance 
m ust be adm itted , and th a t  th e  banker 
is p a rticu la rly  in terested  in  th e  problem s 
of obsolence, w riting-up, and unbalanced 
item s in  connection w ith  inventories.
Mr. L. D. K ork, res id en t m anager of 
L ybrand, Ross Bros. & M ontgom ery, in ­
troduced the  subject from  the  accoun­
ta n ts  po in t of view. A dm itting  th a t th e  
inven tory , as by and  large  the  la rgest 
single item  on a  balance sheet and the  
one m ost susceptible to  m ista tem en t,
m ust be verified. Mr. K ork p resen ted  
th e  case from  th e  s tandpo in t of m oral 
responsib ility  o f the  a u d ito r; th ere  be­
ing, he said , p rac tica lly  no basis of legal 
responsib ility . Mr. K ork  th en  fu r th e r  
adm itted  th a t, except u nder th e  m ost 
favorable conditions, th e  accoun tan t is 
not com petent to  take  and p rice  inven­
to ries. B ut, he sta ted , th e  accountan t 
is able by accounting  m ethods to verify  
the  inven to ry  and  th a t he  m ust assum e 
th e  responsib ility . B ankers, h e  said, 
should analyse m ore carefu lly  th e  ac­
coun tan ts certificate to  see th e  scope of 
th e  au d it, and  should in s is t upon com­
pletely  verified sta tem en ts.
Mr. R ussell asked how accoun tan ts 
v e rify  inven to ries, and  Mr. A. L. A ndrus, 
re s id en t m anager of Peat, M arw ick M it­
chell & Co., enum erated  the  m easures 
of exam in ing  o rig ina l count sheets, see­
ing  th a t  th e  sheets a re  p roperly  in itia led , 
checking to  sum m ary  sheets, te s ts  of ex­
tension  and  footings, te s ts  of p rices w ith  
invoices and  w ith  p revious inventory , 
and th e  g ross profits test.
Mr. W hitfield, R esiden t P a r tn e r  of 
Pace, Gore & M cLaren Co., spoke on the 
subject of fiscal and  ca lendar business 
years, and the  unnecessary  difficulties 
of confirm ation of inventories on ac­
count of th e  w idespread use of th e  calen­
d a r business year. O thers com m enting 
on th e  sub ject w ere Mr. Blohm , Mr. Rae, 
Mr. Wood, Mr. Saw tell, Mr. M cIntosh 
and  Mr. H ickok, who asked if a  sched­
ule of p roper dates of closing for various 
in d u s trie s  could be w orked out by th e  
accoun tan ts and fu rn ished  to  bankers. 
A liason com m ittee of bankers and ac­
co un tan ts  w as suggested.
Mr. W hitfield spoke on the  proposed 
new  accountancy legisla tion  act, ac­
q ua in ting  th e  bankers w ith  the  needs 
of the  accounting  profession in  the  way 
of such legislation . Mr. Rae, of Alex 
R ae & Co., recalled th e  assistance fu r­
n ished  by th e  bank ing  f ra te rn ity  a t  th e  
tim e of th e  adoption of th e  p resen t ac ­
countancy act, and  asked th e  sam e sup­
p o rt of th e  proposed act.
PEN N SY LV A N IA  
T he P it ts b u rg h  C h ap te r of th e  P e n n ­
sy lvan ia  In s titu te  of Certified Public Ac­
c o u n ta n ts  m et a t  th e  H o te l H en ry  on 
T h u rsd a y  even ing , D ecem ber 6, 1928, a t 
6 :3 0  p. m.
Mr. F ra n k  C. H a rp e r, e d ito r  of 
“ G rea te r P i t ts b u rg h ” an d  co lu m n is t in  
“ T he P it ts b u rg h  P re s s ” w as sp eak e r of 
th e  even ing  an d  d iscussed  th e  m odern  
n ew spaper fro m  th e  v iew po in t of th e  
p u b lish e r an d  th e  read e r.
As a  p ra c tic a l study , th re e  certified  
pub lic  acco u n tan ts , n o t m em bers of th e  
P ittsb u rg h  C hapter, had been invited  to  
th e  m ee tin g  an d  an  in v ita tio n  w as g iven  
to p resen t reasons w hy they  had no t 
jo ined . T hese  reaso n s  w ere d iscussed
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by m em bers of th e  c h a p te r  p re sen t. As 
a  re s u lt  of th is  d iscussion  i t  is believed  
th a t  th e  w hole p ro b lem  of th e  re la tio n  
of professional o rgan iza tions to  ind i­
v id u a l m em bers of th e  p ro fession  w as 
ca lled  to  th e  a tte n tio n  of b o th  m em bers 
and  non-m em bers of th e  P ittsb u rg h  
C h ap te r as i t  h ad  n ev er been  b ro u g h t 
befo re  a n d  i t  is expected  th a t  th e  h e lp ­
fu l c ritic ism  m ay  be of a ss is tan ce  in  
s tre n g th e n in g  th e  o rg an iza tio n .
TEX A S
J. R. N elson, P re s id e n t of th e  Texas 
Society  of C ertified  P u b lic  A ccoun tan ts, 
h a s  nam ed  th e  fo llow ing  com m ittee  
ch a irm en : L eg isla tio n , A. E . Myles, 
W ich ita  F a l l s ; P u b lic  R e la tio n s , W . M. 
A ikm an , San A n ton io ; E d u ca tio n , C. H . 
M orris , F o r t  W o rth ; C oopera tion  w ith  
O th e r S ocieties, N. O. R ich a rd so n , B eau ­
m o n t; R u les  of P ro fe ss io n a l C onduct. 
W . P . P e te r , D a lla s ; C om m ercia l A rb i­
tra tio n , J . A. P h illip s , H o u sto n ; N a tu ra l 
B usiness Y ear, H . G. M ayhew , F o r t  
W o rth .
W EST V IRG IN IA
The W est V irg in ia  Society of Certified 
Public A ccountan ts held a  m eeting  a t 
C harleston on  S atu rday , D ecember 29,
1928, fo r the  purpose of d iscussing  a reg-
M. D. B achrach  & Compan y, Certified 
P ublic A ccountants, and  A drian  F. 
Sanderbeck, C. P. A., announce th e  con­
solidation  of th e ir  professional practices 
under th e  firm  sty le  of B achrach, Sander­
beck & Company, Certified Public  Ac­
countan ts, F a rm ers  B ank  B uild ing, P it ts ­
burgh, P ennsy lvania .
A llen R. S m art & Company, w ith  head­
q u a rte rs  in  Chicago, announce th a t  
Joseph F . M cCarthy, C. P. A., re tire d  from  
m em bership  in  th e  firm  on D ecember 
31, 1928, to  tak e  a  position  w ith  one of 
th e ir  clients.
A. Lee R aw lings and  Company, C erti­
fied Public A ccountan ts, of N orfolk, V ir­
g in ia, announce th a t  Jo h n  W illson R aw l­
ings has become a  m em ber of th e ir  staff. 
Mr. R aw lings, w ho is  a  son of A. Lee 
R aw lings, has  ju s t com pleted a  course in  
h igher accountancy and law  in  New York.
Ludew ig & D eutsch, Certified Public 
A ccountants, announce th e  rem oval of 
th e ir  office to  18 E a s t 48th S tree t, New 
York City.
Moses H. R othm an, announces the  
opening of h is  law  office a t  277 B roadw ay, 
New Y ork City, fo r th e  general p ractice  
of law.
u la to ry  bill w hich had  been d ra fted  by a  
com m ittee of th e  Society.
W ISCONSIN
W ednesday evening, D ecember 26, a 
jo in t conference w as held  a t  th e  City 
Club, M ilw aukee, W isconsin, betw een cer­
tified public accountan ts, m em bers of th e  
W isconsin Society, and  public account­
an ts , m em bers of th e  M ilw aukee Society.
T he S ecre tary  of The A m erican So­
c iety  p resen ted  a  s ta tem en t of th e  condi­
tions u n d er w hich each of th e  e igh t s ta te  
reg u la to ry  law s w ere passed and  elabor­
ated  upon th e  po in ts a t  w hich th e  M ichi­
gan  law  differed from  th e  o thers, s tre ss­
ing, how ever, the  fac t th a t  M aryland de­
served th e  c red it fo r hav ing  enacted the  
firs t regu la to ry  legislation .
H e w as followed by F red  E llio tt, rep­
resen tin g  th e  Public A ccountan ts of 
A m erica, and  E rn e s t S. R asta ll, C hair­
m an  of th e  Illino is B oard of Public Ac­
co u n tan t E xam iners. Mr. H. W. Condit, 
P res id en t of th e  P ublic A ccountants As­
sociation  of Illino is w as also p resen t and 
in troduced  b u t did n o t m ake an y  ex­
tended  rem ark s. T h is w as th e  fou rth  
conference w hich h a s  been held w ith  a 
view  of w ritin g  a  reg u la to ry  law  for th e  
S ta te  of W isconsin w hich w ill have the  
suppo rt of a t  leas t th e  la rg e  m a jo rity  of 
bo th  certified and uncertified men.
A lfred R oseroot, Public A ccountant, an ­
nounces th e  rem oval of h is  office to  1040 
W ayne S tree t, D etro it, M ichigan.
E dw ard  H. Copes, C. P  .A., announces 
th e  rem oval of h is  office to  the  C onti­
n en ta l B uild ing , B altim ore, M aryland.
F . A. R. M cFadden, C. P. A., has 
recen tly  been elected T reasu re r of th e  
C onsolidated Gas U tilities  Company, 
O klahom a City, O klahom a.
B yron P. H a rris , C. P. A., fo rm erly  of 
the  P h ilade lph ia  office of A rth u r M orton & 
Co., is now  w ith  th e  A tlan ta  office, 1130 
C andler B uilding.
A. W. H auge, C. P. A., fo rm erly  of th e  
M inneapolis office of H ask in s & Sells, h as 
been tran sfe rred  to  the  firm ’s D etro it of­
fice, F ir s t  N atonal B ank  B uilding.
R osen thaler, B ernard  & Co., Certified 
Public A ccountants, announce th e  re ­
m oval of th e ir  offices a t  D etro it, M ichigan, 
from  the  B uhl B u ild ing  to  2263 F ir s t  N a­
tiona l B ank  B uild ing. 
C harles H. Steel & Company, Certified 
P ublic  A ccountants, announce th e  re­
m oval of th e ir  office to  712 P rov iden t 
T ru s t B uild ing, Ph iladelph ia , Pa.
C harles F . R ittenhouee & Company, 
Certified Public  A ccountants, 89 S ta te  
S tree t, Boston, M assachusetts, announce 
th a t  C larence B. E. Rosen, C. P. A., be­
cam e a  m em ber of th e  firm  on Ja n u a ry  1,
1929.
H . W infield  W rig h t & C om pany, C er­
tified  P u b lic  A ccoun tan ts , an n o u n ce  th e  
rem o v a l of th e ir  offices to  th e  L edger 
B u ild in g , S ix th  an d  C h e s tn u t S tree ts , 
P h ila d e lp h ia , P a .
BOARD OF DIRECTORS 
MEETING
The B oard of D irec to rs of The A m eri­
can Society held i ts  w in te r m eeting  a t 
The Stevens, Chicago, T h u rsd ay  and F r i­
day, Decem ber 27 and  28, 1928. Mem­
bers p resen t: P res id en t A. C. U pleger, 
F ir s t  V ice-President, Jam es F . H ughes, 
Second V ice-President, T. J . W itting , 
S ecretary , D. W. S pringer, T reasu re r, T.
H. E vans. D irec to rs: E a r l S. C la rk , 
H om er A. D unn, H a rry  B. Scott, W. D. 
W all, G. P. E llis , H . C. J . Peisch  and H. 
J . M iller, also P. W. P inkerton , C hair­
m an  of th e  A dvisory C om m ittee, and J.
B. T anner, Member.
D uring  th e  m eeting  an  o p p o rtun ity  was 
p resen ted  for con ferring  w ith  F ay e tte  H. 
E lw ell, C hairm an  of th e  C om m ittee on 
E ducation , W. B. C astenholz, C hairm an 
of th e  C om m ittee on  Pan-A m erican Re­
la tions , E . L. K ohler, C hairm an  of th e  
C om m ittee on T echnical A ffairs and W. 
T. Sunley, new ly selected ed ito r of our 
f irs t D epartm en t on Q uestions and  A n­
sw ers.
The B oard lunched toge ther T hursday  
an d  F rid a y  and  w ere guests of th e  
Chicago con tingen t fo r d in n er T hu rsday  
evening.
T he in fo rm al m eeting  began T hursday  
m orn ing  a t  ten , m erg ing  in to  a  fo rm al 
m ee tin g  fo llow ing  lunch , w ith  a  recess 
fo r  d in n e r , an d  co n tin u in g  u n ti l  1 1 :4 5  
p. m. F rid a y  m orn ing  we began a t 
ten  and  except fo r lunch w ere in  session 
u n til th ree , save for a sh o r t period w hen 
th e  B oard  paid  its  respects in  a  body to  
the  m eeting  of th e  A m erican  A ssocia­
tio n  of U n ivers ity  In s tru c to rs  in  Ac­
counting, a t  w hich  tim e  a  form al rep o rt 
of progress w as given w ith  regard  to  the  
w ork o f ou r C om m ittee on C lassification 
of A ccountancy Services, w hich com m it­
tee  had  been appoin ted  on th e  request of 
th e  U n ivers ity  In s tru c to rs  a  y ear ago.
G eneral p lans w ere ou tlined  fo r the  
a n n u a l m eeting  of The A m erican So­
ciety  to  be held i n  New York, Septem ­
ber 5, 6, and  7, 1929, im m ediately  preced­
ing  th e  In te rn a tio n a l C ongress on Ac­
counting  to  be held the  w eek beginn ing  
Septem ber 9. H otel Roosevelt w ill be 
h ead q u arte rs  fo r the  m eetings of The 
A m erican  Society.
ANNOUNCEMENTS
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Most of the  discussion w as of a type 
w hich does n o t lend itse lf to  a  new s re ­
p o rtin g  sty le and re la ted  to  m a tte rs  
w hich w ill go to th e  various com m ittees 
for la te r  action.
Follow ing a leng thy  discussion on th e  
genera l question  of accountancy leg is­
la tio n  i t  w as unanim ously  voted th a t  “I t  
is th e  sense of th e  B oard  of D irectors 
th a t  th e  policy of The A m erican Society 
should be to  suppo rt new leg isla tion  of 
th e  two-type class, defend p resen t C. P. 
A. law s w hen a ttacked  and ass is t S tate 
societies in  securing  new  leg isla tion  th a t  
is no t opposed to  th e  two-type class.”
REGULATORY LEGISLATION 
AND THE NON-CERTIFIED
(C o n tin u e d  f r o m  p a g e  2 )
w ith s ta n d in g  th e ir  fa ilu re  th ey  w ere  y e t 
m ore  qualified  th a n  c e rta in  o th e r  m en 
who have gone to  th e  schools an d  
passed .
M any certified  m en  w ill a d m it th a t  
th ey  have  on  th e i r  s ta ffs very  capab le  
no n certif ied  m en  w ho, fo r som e u n ac ­
countable reason, can n o t pass th e  ex­
am in a tio n s , an d  fo r  som e o th e r  unac­
c o u n tab le  reaso n , a re  n o t in business 
fo r  them selves.
M ost pub lic  acco u n tan ts  e n te re d  th e  
p rac tice  b ecause  th e y  th o u g h t th e m ­
selves fit, a s a  m an  m ig h t s t a r t  in  an y  
leg itim a te  business. H av in g  s ta r te d , 
an d  h av in g  fo u n d  them se lv es ab le  th e re ­
by to e a rn  a live lihood , an d  h av in g  in  
d u e  course  acq u ired  a  p ro p e r ty  r ig h t in  
such  p rac tice , th ey  n a tu ra lly  fee l th a t  
w hen law s a re  passed p rovid ing  th a t  cer­
ta in  in s ti tu tio n s  be a u d ite d  by C. P . A. 
m en only, w hen  effo rts  a re  m ade to  se­
cu re  p riv ileged  co m m un ica tion  in  th e  
co u rts  fo r C. P . A. m en  only , w hen  
b an k s  in tim a te  to  th e i r  b o rro w ers  th a t  
th ey  em ploy  C. P . A. m en  only, w hen 
su p p o r t an d  b ack in g  of th e  C ham ber of 
C om m erce of th e  U nited  S ta te s  an d  of 
th e  R o b e rt M orris A ssociates is acco rd ­
ed to th e  C. P . A. m en only, n a tu ra lly , 
I  say , th ey  com e to  fee l th a t  th ey  a re  
be ing  u n fa ir ly  d isc rim in a ted  ag a in s t, 
fo r, th e y  say , th ey  a re , if  co m peten t, 
j u s t  as law fu lly  e n ti tle d  to  th ese  fields 
of endeavor and such backing  and sup ­
p o rt as any .
The certified m en a re  organized n a ­
tiona lly  and locally, one w as a  p rom inen t 
m em ber of th e  C ham ber of Commerce, 
and they, th e  uncertified, feel th a t these 
th ings  have come abou t th rough  or­
ganized effort. T he uncertified, gen­
era lly  speaking, a re  unorganized.
T h is is the  p ic tu re  as the  noncerti­
fied m an sees it. I t  is  w ith  th e  hope 
th a t  all m ay  see i t  as he does th a t I 
p a in t i t  here, and  then  ra ise  th e  ques­
tion : W hat can we a ll do in  k ind ly
cooperation, w ith  in ju stice  to  none, for 
the  benefit of all?
The Illino is experim en t is w ell w orth  
w atching. T his law  contains one grave 
e rro r of in justice . In  th e  w aiver sec­
tion  i t  concedes th a t th e  recen t C. P. A. 
has dem onstra ted  h is  fitness, bu t denies 
th a t  th e  high-grade noncertified employe 
has. I t  has o ther fau lts , b u t on the 
whole i t  is a  long step  in  th e  r ig h t d i­
rection.
INTERNATIONAL CONGRESS 
ON ACCOUNTING
(C o n tin u e d  f r o m  p a g e  6 ) 
in d u s try  to be established. In  th e  a fte r­
noon budgets re la tin g  to  M unicipal and 
o ther G overnm ental u n its  w ill be con­
sidered.
S a tu rday  m orn ing  will be given over 
to the  business of th e  congress, touching 
on such questions as the  value of an  
In te rn a tio n a l C ham ber of A ccountants, 
an  In te rn a tio n a l periodical for Ac­
countan ts, th e  adoption of the  N atu ra l 
B usiness Y ear, th e  adoption of a  th i r ­
teen  m onth  C alendar Year, the  provid­
ing  fo r a skeleton o rganization  for th e  
nex t congress and any  non-binding reso ­
lu tions w hich m ay be subm itted  by the 
delegates.
PR IZ E S
T hrough  th e  generosity  of one of its  
m em bers, th e  E xecutive Com m ittee of 
th e  Congress on A ccounting h a s  offered 
th ree  prizes of $500, $300 and $200, each.
C om petitors m u s t be under th ir ty  
years of age, m u st w rite  on a  subject 
contained in  th e  official program  of the  
Congress, and  m u s t be m em bers of a 
recognized accounting  organization , 
ju n io rs  in  a  public accounting  office or 
s tu d en ts  a tten d in g  an  accounting class 
in  any  recognized accounting school (in ­
clud ing  correspondence schools) in  the 
world.
T he papers subm itted  m ust show  con­
s tru c tiv e  o r o rig inal th ough t and m ust 
be subm itted  before M ay 1, 1929. If 
feasible, a u th o rs  receiv ing  aw ards w ill 
be asked to  read  th e ir  papers a t the 
Congress. T he judges fo r th e  contest 
w ill be P a tr ic k  W. R. Glover, P res iden t 
of th e  New Y ork S ta te  Society of Cer­
tified Public A ccountants, John  T. M ad­
den, D ean, New York U niversity  and 
Roy B. K ester, P rofessor of A ccounting 
a t  Colum bia U niversity .
LOUISIANA DISTRICT COURT 
DECISION
(C o n tin u e d  f ro m  p a g e  3 ) 
fo unded  up o n  its  v io la tio n ”— H olm an  
vs. Jo h n so n , 1 Cowp. 343. A nd th is  
m u s t n ecessa rily  be tru e , w h e th e r  th e  
v io la tio n  consis ts  in  do ing  so m eth in g  
w hich  is i n  its e lf  p ro h ib ited  g enera lly , 
o r w h e th e r  i t  consis ts  in  th e  do ing  of
so m eth in g  by  a  p e rso n  fo rb id d en  to  do 
w h a t o th e rs  a re  au th o rized  by law  to  
do.
In  th e  B e rg h au s  case, 13 L a. A 210, 
a  p ro p e r ty  ow ner c o n trac ted  to  pay  a 
pub lic  fire fig h tin g  com pany fo r ex­
tin g u ish in g  a co tto n  fire. T he c o n tra c t 
w as h e ld  vo id  because, th e  d u ty  of th e  
com pany  being  to  th e  pub lic  g en era lly , 
its  m em bers w ere  w ith o u t r ig h t to con­
t r a c t  fo r an d  receive com pensa tion  from  
p riv a te  p ersons. T he c o n tra c t be ing  
one re p ro b a te d  by pub lic  policy, an d  il­
legal, to en fo rce  i t  w ould  be to  undo  
w h a t th e  c o u rts  w ere  c rea ted  to  do.
“ W hen  th e  law  m ak in g  pow er sp eak s 
u pon  a p a r t ic u la r  su b jec t, pub lic  policy 
in  such  a case is w h a t th e  s ta tu te  en ­
acts . If  th e  law  p ro h ib its  an y  c o n tra c t
* * * a c o n tra c t * * m ade in v io la tio n  
of su ch  a law  is v o id .” U. S. vs. F re ig h t 
A ssn. 41 L. E d . 1007.
“ T h e re  can  be no civ il r ig h t w h ere  
th e re  can  be no leg a l rem edy , and  th e re  
can  be no lega l rem edy  fo r th a t  w hich  
is in  itse lf  i l le g a l.” B an vs. O wens, 
7 L. E d ., 512.
L ord  H o lt is qu o ted  in  13 C. J . 433 
a s  say in g , in  an  o ld  case, th a t  every  
c o n tra c t m ade  u n law fu l by s ta tu te  is 
void , w ith o u t express m en tio n  m ade 
th e re o f  by th e  s ta tu te , because a  p en ­
a lty  im p lies p ro h ib itio n . T he sam e 
w ork , Vol. 13, p. 423, dec la res:
“ W h ere  a license  o r ce rtif ica te  is r e ­
q u ired  by s ta tu te  a s  a  re q u is ite  fo r one 
p rac tic in g  a  p a r t ic u la r  p ro fession , an  
a g re e m e n t o f a  p ro fessio n a l c h a ra c te r  
w ith o u t such  license  o r ce rtif ica te  is 
o rd in a rily  h e ld  illeg a l an d  vo id . T h is 
is tru e , fo r exam ple, o r an  a g re e m e n t 
m ade by an  un licen sed  o r un certif ied  
physic ian , an  a tto rn e y  a t  law , a  con­
v eyancer, an  en g in ee r, o r  a  school 
te ac h e r. T he a u th o r it ie s  a re  in  accord  
on th is  p o in t, w h ere  th e  license is  r e ­
q u ired  fo r pub lic  p ro tec tio n  an d  to  p re ­
v en t im p ro p e r p erso n s fro m  ac tin g  in  
a  p a r t ic u la r  cap ac ity  an d  n o t fo r  
rev en u e  p u rp o ses o n ly .”
On page 424 of th e  sam e vo lum e i t  is 
sa id  th a t  if  an  a g re e m e n t b in d s th e  
p a rtie s  to  do, o r  if  th e  co n sid e ra tio n  is 
to  do so m eth in g  opposed to  th e  pub lic  
policy  of th e  s ta te , i t  is illeg a l an d  a b ­
so lu te ly  vo id , how ever so lem n ly  m ade.
In  th e  ea r ly  L o u is ian a  case o f D avis 
vs. H o lb ro o k , 1 A. 176 i t  is sa id : “ A 
p a r ty  w ill n o t be h e a rd  w ho ask s  th e  
c o u rt to  re liev e  h im  fro m  consequences 
of h av in g  v io la ted  th e  law .” I f  R o n a ld - 
son p rac tic ed  pub lic  acco u n tan cy  in  
L o u is ian a , u s in g  th e  ab b rev ia tio n  “ C.  
P . A .,” w ith o u t h av in g  re g is te re d  h is  
Texas certif ica te , h e  v io la ted  th e  law  
w hich  d ec la res  such  p rac tic e  u n law fu l. 
A ll o f th e  a u th o r it ie s  say  th a t  th e  law  
w ill n o t com pensa te  h im  fo r v io la tin g  
th e  law .
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T h a t h e  d id  p rac tic e  in  L o u is ian a  
w ith o u t com ply ing  w ith  o u r law  is be­
yond d eb a te . T he “ a u d it in g ” w as done 
here , even a ssu m in g  th a t  th e  re p o r ts  
w ere w rit te n  in T exas; an d  h is  re p o r ts  
o f a  L o u is ian a  b usiness, d e liv e red  to  a  
L ou isian a  co rp o ra tio n  fo r  use  w ith  its  
hom e banks, sig n ed  “ C. P . A .” w ith o u t 
qualifica tion , c o n s titu te s  th e  co n d u c t­
ing  of a  L o u is ian a  p rac tice . H e p re ­
sen ts  h is  su i t  a s  a  C ertified  P u b lic  Ac­
c o u n tan t. T he c o n tra c t upon  w hich  he 
dec la res  is  a  L o u is ian a  co n tra c t. One 
iso la ted  a c t w ou ld  n o t c o n s titu te  p ra c ­
tice ; b u t a  c o n tin u o u s  em p loym en t fo r 
one or m ore  c lien ts  is h a b itu a l, an d  b e­
com es “p ra c tic e .”
I t  m ay  be sa id  th a t  th e  r ig id  te rm s  of 
th e  s ta tu te  w ere  n o t in te n d e d  to  app ly  
to  qualified  pub lic  a c c o u n ta n ts  of o th e r  
s ta te s  w ho p u rsu e  th e i r  ca llin g  in  
L ou isiana . T he te rm s  of th e  s ta tu te  
itse lf  a re  to  th e  c o n tra ry . Such a n  ac­
co u n tan t, a t  th e  d isc re tio n  of th e  bo ard , 
m ay have h is  ce rtif ica te  re g is te re d  w ith ­
o u t th e  u su a l ex am in a tio n , p rov ided  
h is hom e s ta te  g ra n ts  th e  sam e p riv ilege  
to  L o u is ian a  a c c o u n ta n ts ; b u t th is  is a  
d isc re tio n a ry  g ra n t. C e rta in ly  th e  
board  w ould  in q u ire  a s  to  good ch a ra c ­
te r , an d  p re su m ab ly  as to  ed u ca tio n  an d  
experience b efo re  g ra n t in g  th e  re g is ­
tra tio n . P ra c tic e  w ith o u t su ch  p re ­
cau tio n s is th e  ex ac t th in g  fro m  w hich  
o u r law  m ak e rs  so u g h t to  p ro te c t th e  
public.
The c o n tra c t of em p lo y m en t su ed  on  
h av ing  been  fo u n d  to  be u n law fu l, u n d e r 
a s ta tu te  d ec la rin g  th e  pub lic  policy  of 
th e  s ta te , i t  is w ho lly  u n im p o rta n t to  
th e  law , in  a  s u i t  to  en fo rce  th e  con­
tra c t, w h e th e r  i t  w as e n te re d  in to  and  
ca rr ie d  o u t in  good f a i th  o r b ad  fa ith , 
o r w h e th e r  e ith e r  p a r ty  h a s  been  in ­
ju re d  o r benefited  th e reb y . In  an y  
ev en t com pliance w ith  th e  c o n tra c t can  
never fo rm  th e  b asis  o f reco v ery  a t  law . 
H ow ever h a rs h  th is  d o c tr in e  m ay  ap ­
p ear, i t  is  th e  d u ty  of th e  c o u rts  to  ta k e  
th e  law  as th e  law  m a k e r  h a n d s  it  
dow n, an d  so en fo rce  i t  acco rd in g  to  
th e  d ec la red  pub lic  po licy  of th e  s ta te . 
W e m u s t obey th is  d u ty  in  th e  p re se n t 
case.
The d e fe n d a n t reco n v en es fo r  recov­
e ry  of m oney  p a id  fo r  a u d its  w h ich  it  
d ecla res to  have  been  w o rth less , an d  
fo r dam ages fo r  in ju ry  a lleg ed  to  have  
re su lted  fro m  in c o rre c t a u d its  a n d  re ­
ports. B o th  d em an d s  w ill be re je c te d . 
W ith o u t go ing  in to  th e  ev idence in  an y  
deta il, i t  suffices to  say  th a t  cu lpab le  
m alp ractice  by th e  p la in tiff is n o t es­
tab lished . As to  th e  d em an d  fo r  d am ­
ages, th e re  is no ev idence of th e i r  in ­
fliction to  an y  m e a su ra b le  ex ten t.
I t  is th e re fo re  o rd e red , a d ju d g e d  an d  
decreed  th a t  th e  dem an d s of th e  p la in ­
tiff an d  of th e  d e fe n d a n t be re je c te d  
a t  th e  cost of th e  p la in tiff.
T h u s  done, re a d  an d  signed  in  open 
co u rt, a t  L ak e  C h arles , L o u isian a , th is  
6 th  day  of A u g u st 1928.
(S ig n ed ) JE R R Y  C LIN E,
D is tr ic t Ju d g e .
ARBITRATION
T he N a tio n a l E conom ic L eague  h as  
ju s t  re le a se d  th e  v o te  of i ts  N a tio n a l 
C ouncil on  th e  A d m in is tra tio n  of J u s ­
tice.
T h e  p u rp o se  of th e  L eag u e  is  to  c re ­
a te  a n  in fo rm ed  an d  d is in te re s te d  le a ­
d e rsh ip  fo r  pub lic  op in ion— a lead e rsh ip  
th a t  is f re e  fro m  p a r t is a n  b ias o r c lass 
in te re s t  an d  th a t  w ill be accep ted  as 
re p re se n tin g  sim ply  th e  b est th o u g h t of 
th is  co u n try .
I ts  N a tio n a l C ouncil in c lu d es in  its  
m em bersh ip  p re s id en ts  an d  p ro fesso rs  
of u n iv e rs itie s , ju d g es , law yers , b a n k ­
ers , m e rch an ts , m a n u fa c tu re rs , fa rm ers , 
lab o r le ad e rs , e tc . T he a im  is  to  m ak e  
it  re p re se n ta tiv e  of th e  in fo rm ed  an d  
u n b iased  op in io n  of th e  e n tire  c o u n try  
an d  its  m em bers a re  n o m in a ted  an d  d i­
re c tly  e lec ted  fro m  th e ir  ow n s ta te s  w ith  
th is  end  in  view .
One th o u sa n d  an d  s ix teen  b a llo ts  
w ere  c a s t in  th e  re c e n t vo te . U nder th e  
g e n e ra l h ead in g  “ A rb itra tio n ” th e  r e ­
su l t o f th e  vo te  w as as fo llow s:
“ Do you fav o r leg is la tio n  in  y o u r 
S ta te  m ak in g  ag reem en ts  to  a rb i tr a te  
busin ess  d isp u tes  v a lid  an d  en fo rceab le  
by a  sum m ary  procedure?
Yes No
(a )  W h ere  th e  a g re e m e n t 
covers b o th  ex is tin g  con­
tro v e rs ie s  an d  co n tro v e r­
sies w hich  m ay  a r ise  in
th e  fu tu re ?  .......................  530 223
(b )  W h ere  th e  a rb i tra tio n  is 
lim ited  to  co n tro v e rsie s  
ex is tin g  w hen  th e  a g re e ­
m e n t is m ade? .................. 482 140
BOUND VOLUMES
OF
THE CERTIFIED 
PUBLIC ACCOUNTANT
W ITH  COM PLETE IN DEX
No. 3— Y ear 1923 ..............................  $5
No. 3— Year 1924 ..............................  $5
No. 4— January to  June, 1925 . . . .  $3 
No. 5— Ju ly  to  December, 1925 . . $3
No. 6— Year 1926 ..............................  $5
No. 7— Y ear 1927 ..............................  $5
No. 8— Year 1928 ..............................  $5
THE CERTIFIED 
PUBLIC ACCOUNTANT
N at’l  P ress B ld g. W ashington, D . C .
NOTES
D aniel J. O’B rien, C. P. A., W ashing­
ton, D. C., has been elected a  d irecto r in  
the  M erchants B ank  and  T ru s t Com­
pany, W ashington, D. C.
E ric  L. K ohler, C. P. A., Chicago, I l li­
nois, has succeeded W. A. Paton, C. P. A., 
of A nn A rbor, M ichigan, as ed ito r of The 
A ccounting Review, official organ  of the  
A m erican A ssociation of U niversity  In ­
s tru c to rs  in  Accounting.
Ja m e s  A. C ouncilor, fo rm er P re s i­
d e n t of T he A m erican  Society, is C h a ir­
m an  of th e  B u d g e t an d  A u d itin g  Com­
m ittee  of th e  g en e ra l In a u g u ra tio n  Com­
m itte e  w h ich  w ill have  ch a rg e  of th e  
in a u g u ra tio n  fe s tiv itie s  M arch 4, nex t.
H e rb e r t R app , C. P . A., h a s  been  
appointed  a ss is ta n t chief of th e  B ureau  
of Efficiency. Mr. Rapp, w ho h a s  been 
w ith  th e  B u reau  fo r a b o u t te n  yea rs , 
w ill have  d ire c t su perv is ion  o ver th e  
b u re a u ’s in v e s tig a tio n  in to  D is tr ic t of 
C olum bia affairs .
The W isconsin Investm en t Company 
announces th a t  S tephen W. G ilm an, 
C. P . A., and  E m eritu s  P ro fesso r o f  
B usiness A dm in istra tion  a t  th e  U niver­
s ity  of W isconsin, h as  been elected a 
m em ber of th e  Board of D irec to rs of the  
Company.
P au l O. D ittm ar, C. P . A., of Chicago, 
addressed  th e  Cost A ssociation of th e  
Illin o is  M anufacturers A ssociation, De­
cem ber 17, 1928, on th e  sub ject of "Ac­
coun ting  for F ixed P roperties  and  D epre­
c ia tion .”
D uring  the  p as t s u m m e r  G. W. 
Schw artz, Senior P a r tn e r  o f  G. W. 
Schw artz and D aughter, Certified Public 
A ccountants, of Chicago, Illino is de­
livered  a n  address before th e  Tell 
C ity (In d ian a) K iw anis C lub on  “Tell 
C ity 's Most Im p o rtan t B usiness E n ­
te rp rise .”
Classified Advertisements
A d v e r t is in g  c o p y  f o r  th i s  p a g e  s h o u ld  be  
re c e iv e d  in  th e  office o f  T H E  C E R T I F IE D  
P U B L IC  A C C O U N T A N T  n o t  l a t e r  t h a n  th e  
2 5 th  d a y  o f  th e  m o n th  p re c e d in g 1 th e  m o n th  
o f  p u b lic a t io n .  R a t e s  f o r  “ H e lp  W a n te d ” a n d  
" S i tu a t io n  W a n te d ,” $3.00 p e r  in c h  o r  f r a c ­
t io n  th e r e o f  (7  lin e s  to  a n  in c h )  f o r  o n e  in ­
s e r t io n .  T h e  r a t e  f o r  “ M isc e lla n e o u s ”  i s  $5.00 
p e r  in c h  f o r  e a c h  in s e r t io n .
A C C O U N T A N T S — L e a d i n g  f i r m  o f  c e r t i ­
f ie d  p u b l i c  a c c o u n t a n t s  d e s i r e s  t o  o b ­
t a i n  s e v e r a l  i n - c h a r g e ,  s e n i o r  a s s i s t a n t ,  
a n d  j u n i o r  a s s i s t a n t  a c c o u n t a n t s .  R e ­
p l i e s  m u s t  b e  c o n c i s e  a n d  s t a t e  in  o r d e r —  
n a m e ,  a d d r e s s ,  t e l e p h o n e ,  a g e ,  r e l i g i o n , 
e d u c a t i o n ,  e x p e r i e n c e ,  p r e s e n t  c o n n e c ­
t io n ,  s a l a r y  e x p e c t a t i o n ,  a n d  h o w  s o o n  
a v a i la b le .— A d d re s s  K  213. T H E  C E R T I ­
F I E D  P U B L IC  A C C O U N T A N T .
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A new, original and d is­
tinctive library of law 
w ritten  especially for the 
laym an and student in 
non-technical language by 
recognized authorities.
A valuable reference li­
brary for the accountant. 
Clear, concise, thoroughly 
indexed, and recognised as 
authoritative and com­
plete. Goes to every mem­
ber as a pa rt of his 
course.
WHY THE ACCOUNTANT WHO KNOWS LA W 
CAN BETTER SERVE THE EXECUTIVE 
COUNCILS OF BUSINESS
THE many legal aspects of modem accountancy point to the advantages of thorough legal knowledge on the part of accountants desiring 
to increase the value of their services, whether in 
private or public accounting work.
Time and again during the course of his work— 
in connection, for example, with reorganizations, 
mergers, income tax disputes, and many other situ­
ations—an accountant is faced with legal problems 
of a highly technical nature. Often his entire pro­
cedure hinges upon the correct understanding of 
these problems.
For this reason, the accountant who also knows 
law can render a larger service to his client or 
employer—not only in accurately picturing the status 
of a business insofar as its corporate relations with 
the State and federal governments are concerned 
but also in helping to determine feasible readjust­
ments that will mean a sounder financial structure, 
capable of yielding increased dividends to the stock­
holders.
Many accountants today are preparing to render 
this larger service, not with any idea of practicing 
law or encroaching on the field of the lawyer but 
simply to make themselves more efficient as account­
ants. It is estimated that during the past five years 
more members of the profession have undertaken and 
completed the equivalent of a full university course 
in law than during any other period since account­
ancy was placed on a professional basis in this 
country.
LaSalle Home-Study Law Courses Supply Broad 
Legal Knowledge
As an effective means toward acquiring a sound 
and practical understanding of law, LaSalle Exten­
sion University offers a complete home-study course 
leading to the degree of LL. B. as well as a short 
course in Commercial Law.
This training may be carried on at home or in the 
office during spare time, without interference with 
business duties. Text-books, lesson talks, lectures, 
quizzes, have been prepared by leading members of 
the American Bar—prominent pracitioners, judges, 
law professors and experts in accounting juris­
prudence.
Under the LaSalle Problem Method, the member 
covers the same ground covered in resident law 
schools, studies the same cases, learns the principles 
that govern them from some of the highest legal 
and university authorities in the country. LaSalle 
law graduates have passed the Bar examinations in 
practically every State in the Union.
Liberal Consultation Privileges on All Legal or 
Business Problems
Members enrolling with LaSalle for training in 
law are entitled to free consultation with any or all 
departments of the university—with relation to prob­
lems concerning not merely law but also accountancy, 
business management, traffic management, etc., etc. 
This broad consultation service has been of great 
help to thousands of enrolled members, and is especi­
ally valuable to men and women actively engaged in 
accounting work.
Write for Catalog and Complete Information
Write today for detailed outline of the LaSalle 
Law Course and membership privileges. This obli­
gates you in no manner—and it will bring you 
information likely to prove of greatest help.
Dept. L-136
LaSALLE EXTENSION UNIVERSITY
4101 So. Michigan Avenue Chicago, Ill.
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N ow  Ready 1929 Supplement
to Robert H. Montgomery's
1927  Incom e T a x  P roced u re
Have You Ordered Your Copy?THIS new 750-page S u p p l e m e n t  brings sharply down to date the information on determination of taxable income and preparation of returns which was contained in Mr. Mont­
gomery’s 1927 book covering this ground. It embodies every­
thing that has happened in  the past two years.
It gives you the procedure under the 1928 law, including 
Mr. Montgomery’s personal comments and interpretations on 
the new 1929 Treasury Regulations; together with official 
rulings, Court and Tax Board decisions handed down since 
1927. It is the up-to-the-minute expression of Mr. Mont­
gomery’s counsel and recommendations as developed through 
twelve annual editions of his famous manual.
No matter how well acquainted you have been with income 
tax matters, for 1929 work this S u p p l e m e n t  offers what is
Incomparably the Quickest, Safest Way to Check 
Your Procedure and Post Yourself on Changes
The new manual is so arranged that you do not have to 
read over material that you already know. You simply thumb 
through the book and see what changes or amplifications have 
been made in your existing procedure. The information is 
tied right in with page references to related material in the 
present (1927) volume so that, if need arises, you can get 
directly on any desired point a trustworthy net answer which 
considers all income tax practice to date.
For any question you are likely to have, the S u p p l e m e n t  
sums up all legal and accounting requirements into plain, 
positive statements of rights and procedure, with specific sug­
gestions by which to protect your position as needed. The 
price is $7.50-—the very minimum outlay for the very maxi­
mum of help.
The Personal Work of an 
Outstanding Authority
The b ig  characteristic o f  Mr. M ontgomery’s  
m anual is  tha t he takes the responsibility of inter­
pretation, considering the  law  and official rulings, 
and g ives you, in  one place, final expert opinion 
on the precise procedure for 1929.
The tim e and labor sav in g  advantages are ob­
v iou sly  im possible to  over-estim ate. T w elve annual 
editions have show n the m anual to  be ju st  w h at 
is  w anted. The to ta l issu e  h as reached th e  im pres­
siv e  figure o f over 120,000 copies.
Mr. M ontgom ery is  em inently qualified for  th is  
work. For y ears h e  h as m ade a  specia l stu d y  o f  
ta x  legislation . T oday he stan d s a s  one o f  A m erica’s  
very h igh est authorities. H e is  a  Certified Public  
A ccou n tan t; C ounsellor-at-L aw ; m ember o f  th e  
firm o f  Ly brand. R oss Bros. & M ontgom ery; Editor  
o f  th e  Financial Handbook; Author o f Auditing, 
and o f I n c o m e  T a x  P r o c e d u r e ,  1917-1929.
H is counsel a s  g iven  in  th is publication combines 
the  view points o f the law yer and the accountant.
For
Twelve
Years
the
Standard
If you already have Montgomery’s “1927 Income Tax Procedure,” 
or are thoroughly familiar with the tax situation as developed 
under successive laws, then you need nothing else but the 
SUPPLEMENT to prepare and safeguard the most complicated 
return. If you have not the 1927 book covering this procedure, 
we have still a limited number on hand—less than 300—which 
early purchasers may secure with the SUPPLEMENT at a 
special combination price of $12.50.
Order Now for Early Delivery
As has always been the case with 
Montgomery’s manuals in previous 
years, this 1929 S u p p l e m e n t  will be 
in heavy demand. Your letter or the 
order form at the right, mailed now, 
will insure delivery of your copy 
promptly, carriage charges prepaid. 
Needless to say, your order carries 
with it the customary 5-day exami­
nation privilege.
“No Other Tax Publication 
Replaces Montgomery’s”
S E N D  T H IS O R D E R  FORM  TO—
The Ronald Press Company |
15 East 26th Street,
New York, N. Y.
Send me postpaid the 1929 Supplement to Montgomery’s 1927 Income 
Tax Procedure. Within five days after receiving the book, I will send 
you $7.50 in full payment. Or, if it is not what I want, I will return the 
book to you.
( ) C heck  h ere  i f  y o u  w a n t  a lso  th e  v o lu m e  o f  M o n tgom ery’s 1927 
Income Tax Procedure c o v e r in g  p rep a ra tio n  o f  re tu rn s a s  e s ta b ­
lish e d  u n d er p rev io u s  la w s , to g e th e r  w ith  th e  1929 Supplement a t  
th e  sp e c ia l co m b in a tio n  price o f  $ 12.50. (N o te: L e ss  th a n  300 co p ies  
o f  1927 book  on h and— o n ly  ea r ly  p u rch a ser s can  be su p p lied .)
N am e (p lease  prin t) ............................................................................................ ...........................
B usiness Address ............................ ........... .......................... ................................ ...... ......................
C i t y .............. ........................................................... ...............  S tate . . .
F irm  ......................................................................................  P osition
Signature .............. .................................. ...................................................
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FEBRUARY, 1929
To Candidates
fo r the next C. P. A. Exam ination
IN addition to its regular Course, the International Accountants Society, Inc., offers a special Coaching Course for Accountants who are planning to take the C. P. A. 
Examination.
This Course w ill be supplied only to those who are already competent accountants, 
as no attempt is made to teach general accounting in  this course. The instruction is 
pointed directly at the C. P. A. Examination.  
Something more than a knowledge o f accounting is necessary to insure success in  
the exam ination room.
Solving examination problems is vastly different from the usual work o f making au­
dits, installing systems, or conducting investigations. Many men with little  or no practical 
experience can solve C. P. A. problems readily—many others w ith years o f experience 
flounder p itifu lly  in  the examination room. WHY? The candidate is required to work 
at top speed. He must work with lim ited information. He has to construct definitions. 
Very often it is necessary for him  to use unusual working sheets.
The C .P.A . Coaching Course given by the International Accountants Society, Inc., pre­
pares you to meet such conditions. The fee is $42 and the text consists of twenty lessons.
Particularly noteworthy features o f  the training are:
100 problems in  Practical Accounting with 
solutions and comments 
100 questions and answers in Accounting Law 
100 questions and answers in  Auditing 
100 questions and answers in  Theory of 
Accounts
Elaborate explanations and comments that in­
clude, in addition to the finished statements or 
solutions, such items as suggestions for "Notes 
to the Examiner,”  working sheets, side calcu­
lations, use of proper terminology, and discus­
sions of authoritative opinions.
Problems and questions (1) actually used in 
a C. P. A. or an A. I. A. examination, or (2) 
specially prepared to train the candidate in 
handling certain points like ly to be encoun­
tered in the examination.
Personal correction, criticism, and grading of 
every examination paper by a Certified Public 
Accountant who has himself passed the C.P. A. 
examination. There are sixteen such Certified 
Public Accountants on the Active Faculty of 
the International Accountants Society, Inc.
A SPECIAL booklet, “H ow  to  P repare  f o r  the C. P . A . E x a m in a t io n ," now  rea d y  f o r  those 
  w ho are  interested. For a  fr e e  copy, ju s t  w rite  yo u r nam e an d  address below  a n d  m ail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c ie ty ,  I nc.
A Division o f the 
A LE X A N D E R  H A M IL T O N  IN S T IT U T E
To the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
Send me the special book let, "How to Prepare for the C. P. A . Examination,” 
which describes your special Coaching Course for accountants.
\ Name.. __Company................................................Address---------------------------- -----
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“The secret of happiness is not doing what one likes, but in 
liking what one has to d o .”
James M . B arrie.
This month the editor exercises his prerogative and omits the usual monthly 
communication of the president, as the first article overran its intended limits.
REGULATORY LEGISLATION AND THE 
CERTIFIED PUBLIC ACCOUNTANT
D. W. SPRINGER, C. P. A.
LAST month we carried an article by Ernest S. Rastall, Chair­man and non-certified member 
of the Illinois Board of Examiners of 
Public Accountants, on “Regulatory 
Legislation and the Non-certified.” If 
any of our readers overlooked the same, 
we commend it to their attention as a 
fair and sane statement of the group 
represented by him.
This month we hope to present as 
clearly the viewpoint of the certified 
public accountants with regard to reg­
ulatory legislation.
The writer agrees with the statement 
that it is not only now but always has 
been unfortunate that the New York ac­
countants in the first instance chose the 
permissive rather than the regulatory 
type of law. True it is that most of 
the C. P. A. laws contained a statement 
in the title to the effect that it was a 
bill to regulate public accounting, but 
as a matter of fact, there was no reg­
ulation. The boards created by the 
laws passed up to 1921, when the last 
State enacted C. P. A. legislation, wer e 
permitted to give examinations under 
certain conditions, issue certificates to 
those who passed, bring action against 
any who claimed to be certified when 
they were not and revoke certificates 
for cause.
However the individual whose certi­
ficate was revoked was at liberty to con­
tinue practice as a public accountant 
and thus, so far as the public was con­
cerned, it was possible for him to still 
continue any practices which had been 
considered by the Board so subversive 
to the public welfare as to warrant it 
in revoking the certificate. The state­
ment has often been made that the 
authority to revoke C. P. A. certificates 
was merely a paper authority, which 
had never been exercised. However, 
our records show that on at least 
twenty-four occasions State boards have 
cancelled and revoked certificates for 
cause and in many other cases they have 
been temporarily suspended.
Beginning with New York in 1896, 
by 1921, just twenty-five years later, 
every State in the Union had passed 
the permissive type of legislation. Dur­
ing the first ten years eight states had 
followed the lead of New York.
In 1924, Maryland passed the first 
regulatory law, followed a month later 
by Louisiana. In 1925, Tennessee, 
North Carolina, Illinois, and Michigan 
passed regulatory laws. The Supreme 
Court of Illinois declared its law to be 
unconstitutional, although in the de­
cision the following statement was in­
terpolated: “We do not say that it is be­
yond the power of the General Assembly 
to enact a statute requiring that no 
one shall use the term ‘certified public 
accountant’ or the term ‘public ac­
countant’ without having met the re­
quirements of such an Act. Such a 
provision may well be within the power 
of the legislature on the ground that it 
is to the public interest. . . ”
In 1927, Illinois passed a second reg­
ulatory Act, different in character than 
either of the previous ones in that a 
second board was established to care 
for the registration feature while the 
old law, which provided for the C. P. A. 
examinations, was retained. The same 
year Florida stepped into the regula­
tory class and in 1928 Virginia did.
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Within, therefore, a period of five years 
from the passage of the first regulatory 
law seven states had followed the lead 
of Maryland, showing that the regula­
tory type of legislation, so far, has 
progressed about twice as rapidly as 
did the first or permissive type of ac­
countancy legislation.
In December, 1924, on the invitation of 
The American Society, members of State 
boards and officers of State societies, 
r presenting twenty-three states, met at 
Washington and discussed accounting 
legislation. As a result of that con­
ference it was agreed that what is 
known as a two-class type of law would 
be in the interest of the public. This 
proposition was discussed from a broad 
public standpoint, without any thought 
of personal gain save as the profession 
of which they were members would be 
better able to serve the public. Al­
though many of the certified men felt 
that the effect of such legislation might 
be to unduly recognize the public ac­
countant and would not necessarily be 
beneficial to the public, they have 
learned by the experience with states 
where it has been tried that the public 
has been benefited.
Regulatory legislation has no basis 
on which it can be defended except the 
public need. Since the war the number 
of public accountants has increased 
very rapidly. The cost-plus type of 
contract and the increased necessity for 
keeping records and having audits 
which the income tax laws stimulated, 
together with the general impression 
that it was an occupation preparation 
for which could be easily and quickly 
attained and the emoluments from 
which were exceedingly lucrative, has 
made it a fertile field for youthful am­
bitions with the result that a larger 
percentage of inexperienced, illy pre­
pared and, in some cases, unscrupulous 
persons, have entered the field than 
heretofore.
During this same period business con­
ditions have so changed that invest­
ments have become widely scattered. 
Stocks and bonds are no longer ex­
pected to be retained by the financial 
houses which float them but the under­
writings are made for the profits aris-
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in g  in  th e  f irs t in s ta n c e , w ith  th e  
avow ed in te n tio n  of re sa le . W ith  th e  
increased  p ro sp erity  w hich  h a s  come 
to  th e  co u n try , even  th o u g h  i t  w as 
c la im ed  d u rin g  th e  la s t  p o litica l cam ­
pa ign  th a t  i t  w as ficticious, a  la rge  
p a r t  of o u r  c itiz en sh ip  h a s  jo in ed  th e  
in v es tin g  c lass an d  th e  necess ity  fo r  in ­
d ep en d en t a u d it  s ta te m e n ts  h a s  rap id ly  
in creased . T he pub lic  h a s  an  in te re s t , 
th e re fo re , w h ich  needs to  b e  p ro tec ted  
a s  i t  d id  n o t have  p r io r  to  th e  develop­
m en t o f th e  c o rp o ra te  p lan  of m an ag e­
m en t an d  p r io r  to  th e  tim e  w h en  secu ri­
tie s  of a ll  fo rm s w ere  p laced  on th e  
m a rk e t in  su ch  a m o u n ts  a s  to  be a v a il­
ab le  to  th e  sm all in v e s to r  a s  w ell a s  to  
th e  la rge .
N ot only have th e  public accountan ts, 
a s  a  g ro u p , ra p id ly  in c reased  in  n u m ­
bers d u rin g  th is  period b u t so have th e  
certified public accoun tan ts. The la t te r  is 
th e  only accounting  group  of w hich we 
have h a d  a n y  m ean s  of d e te rm in in g  a t  
a l l  a c cu ra te ly  th e  n u m b e r th ro u g h o u t 
th e  e n tire  co u n try . D u rin g  th e  tw en ty - 
one  y e a rs  fo llow ing  th e  firs t N ew  Y ork  
law , o r up  to  th e  close o f 1917, 3,401 C. 
P . A. certificates had  been issued, w hereas 
a t  th e  p re s e n t tim e , a lth o u g h  m an y  of 
th e  re p o r ts  fro m  th e  N ovem ber exam i­
n a tio n s , la s t, h ave  n o t y e t been  re ­
ceived , we h av e  a  re co rd  of 13 ,213 C. P .
A. c e rtif ic a te s  w h ich  h av e  been  issued . 
In c lu d ed  in  th a t  n u m b e r a re  1 ,945 d u p ­
lica te  ce rtif ica tes , w h ere  h o ld e rs  of a  
ce rtif ica te  in  one S ta te  h av e  secu red  a 
ce rtif ica te  in  a n o th e r  S ta te  based  upon  
th e  firs t ce rtifica te .
W hen  th e s e  v a rio u s  C. P . A. law s 
w ere passed , in  a ll cases th e y  co n ta ined  
w h a t w as know n as a  w a iv e r p rov ision , 
u n d e r  w h ich  ce rtif ica te s  as certified  
p u b lic  a c c o u n ta n ts  w ere  issu ed  to  th o se  
w ho w ere in p rac tic e  a t  th e  tim e  th e  
la w  w as passed  an d  w ho m ade  app lica ­
tio n  th e re fo r . A lto g e th e r 1,915 such  
ce rtif ica tes  Were issued , five s ta te s  con­
tr ib u t in g  o v e r e ig h t h u n d re d . F o u r  
s ta te s  issu ed  no w a iv e r ce rtif ica tes  an d  
s ix  o th e r s  is su ed  w aiv ers  to  on ly  th e  
m em bers o f th e  f irs t B oard . S ince th e  
is su an ce  of th e  w aivers , d e a th  an d  re ­
t i re m e n t,  as w ell a s  th e  en tra n c e  of 
som e o f th e  h o ld e rs  in to  p r iv a te  b u si­
n e ss , have  rem oved  fro m  th e  ra n k s  o f 
p ra c tic in g  certified  p u b lic  a cc o u n ta n ts 
in  th e  n e ig h b o rh o o d  of 60 p e r  c en t of 
th o s e  w ho secu red  such  certifica tes .
In  re p ly  to  le t te r s  re c e n tly  se n t to  
S ta te  B oards, an sw ers  w ere  received  
sh o w in g  th a t  of th e  1,915 p e rso n s  w ho 
rece iv ed  w a iv e r ce rtif ica te s  on ly  727 
a r e  now  en g ag ed  in  pub lic  acco u n tin g , 
one-six th  o f th e m  be in g  in  one S ta te  
w h ich  h a s  opened  its  w a iv e r th re e  
tim es .
S ince 1896 , c e rtif ica te s  hav e  been  is­
s u e d  to  9 ,353 p e rso n s  as th e  r e s u lt  of 
e x a m in a tio n . Of cou rse  m an y  of th ese
h av e  le f t  th e  p u b lic  acco u n tin g  field  fo r  
p r iv a te  b usiness , on  acco u n t of r e t i r e ­
m e n t an d  in  som e cases d u e  to  d e a th  
sum m ons. W e en d eav o r to  c o rrec t o u r 
C. P . A. m a ilin g  l i s t  tw ice  a  y e a r  an d  
each  tim e , w h ile  w e ad d  m an y  new  
nam es, we lose tr a c k  an d  a re  u n ab le  to  
loca te  a  good m any . In  o u r  la s t  m ailin g , 
tw o  m o n th s  ago , w e h a d  th e  n am es an d  
a d d resses  o f over 9 ,400 certified  pub lic  
a cco u n tan ts . T h e  p e rcen tag e  of h o ld e rs  
o f w a iv e r ce rtif ica te s  now  p rac tic in g  to  
h o ld e rs  o f ex am in a tio n  ce rtif ica te s  now  
p ra c tic in g  is  p ra c tic a lly  on e -h a lf th e  
p e rcen tag e  o f th e  to ta l  w a iv e r c e r t i­
ficates issu ed  to  to ta l  ex am in a tio n  cer­
tifica te s  issu ed , a s  in  re c e n t y e a rs  p ra c ­
tic a lly  a ll  th e  ad d itio n s  have  com e 
th ro u g h  th e  ex am in a tio n  ro u te .
W ith  th e  in tro d u c tio n  o f re g u la to ry  
leg is la tio n , w h ich  re q u ire d  th e  re g is tr a ­
tio n  of a l l  pub lic  a cco u n tan ts , th e re  h as  
been  secu red  in  a t  le a s t e ig h t s ta te s  an  
an sw er to  th e  q u es tio n  m uch  d iscussed  
p r io r  to  th a t  tim e , a s  to  how  m an y  p u b ­
lic a c c o u n ta n ts  th e re  w ere  in  th e  U n ited  
S ta te s , th e  e s tim a te s  h av in g  ru n  in to  
th e  h u n d re d s  o f th o u sa n d s  in  som e in ­
s tances. I f  th e  e ig h t s ta te s  o f M ary­
lan d , L o u is ian a , T ennessee , N o rth  C aro ­
lin a , M ichigan, Illino is , F lo r id a , an d  
V irg in ia  a re  av e rag e , so f a r  a s  th e  coun­
t r y  a s  a  w ho le  is  concerned , i t  is t r u e  
t h a t  th e  non -certified  p u b lic  acco u n t­
a n ts  p ra c tic a lly  eq u a l in  n u m b e r th e  
ce rtified  p ub lic  a c c o u n ta n ts . Illin o is  
h a s  n o t y e t com pleted  ac tio n  on a ll  of 
its  ap p lic a tio n s  b u t, m ak in g  as  f a i r  an  
e s tim a te  a s  possib le , i t  w ill m a in ta in  
a b o u t th e  50-50 p ro p o rtio n  in  i t s  r e g -  
is tra t io n s  b e tw een  certified  an d  n o n ­
certified  m en.
In  fa irn e ss  to  b o th  g roups , fo r p u r ­
poses of com parison , acco u n t sh o u ld  be 
ta k e n  o f th e  re la tiv e  sizes of th e  o r­
g an iza tio n s  involved . O th e r th in g s  be­
ing  eq u a l, th e  a cco u n tin g  o rg an iza tio n  
w ith  five m en  w ill do p ra c tic a lly  five 
tim es  as m uch  w o rk  a s  th e  acco u n tin g  
o rg a n iz a tio n  com posed of a  s ing le  in ­
d iv id u a l. W hile , th e re fo re , th e  n u m b er 
of o r ig in a l non -certified  re g is te re d  m en 
in  th e  e ig h t s ta te s  w ith  re g u la to ry  leg is­
la tio n  w a s  p ra c tic a lly  th e  sam e as th e  
n u m b e r o f re g is te re d  certified  m en in  
th o se  sam e s ta te s  a t  th e  sam e tim e , th e  
o rg an iza tio n s  of th e  certified  m en  w ere  
d o ing  p ra c tic a lly  80 p e r  c en t of th e  ac- 
cou n tin g  w o rk , based  on  th e  n u m b e r of 
m en em ployed . In  M ichigan i t  w as 87 
p e r  cen t.
In  six  of th e  e ig h t s ta te s  now  h av in g  
re g u la to ry  law s, w h en  th o se  law s w ere  
p assed  th e  w aiv er c lause , so f a r  as c e r­
tified public accoun tan ts w ere concerned, 
w as n o t opened  b u t pub lic  a c co u n tan t 
ce rtif ica tes  w ere  g iven  to  th o se  in  p rac ­
tic e  w hen  th e  law  w as passed . In  tw o 
of th e  s ta te s  th e  w aiv er w as p a r t ia l ly  
reo p en ed  an d  C. P . A. ce rtif ica te s  w ere
is su ed  to  p u b lic  a c c o u n ta n ts  w ho h a d  
been  in  p ra c tic e  fo r  a  defin ite  p e rio d  of 
tim e , w ith  p u b lic  a cc o u n ta n t ce rtif ica te s  
g iven  to  th o se  w ho h a d  n o t h a d  th e  r e ­
q u ired  experience .
Since th e  p assag e  of th e se  law s, in  
each  of th e  s ta te s , excep t Illin o is , w h ere  
th e re  a re  tw o  b o ard s , an d  V irg in ia , 
w h ere  th e  law  h as  b u t re cen tly  gone 
in to  effect, h o ld e rs  o f p u b lic  acco u n t­
a n t  c e rtif ica te s  h av e  ta k e n  th e  C. P . A. 
ex am in a tio n s  a n d  in  m an y  cases 
p assed  th em . T he ten d en cy  o f th a t  
leg is la tio n , th e re fo re , h a s  been  to  
lessen  th e  n u m b er of p u b lic  acco u n tan ts  
a n d  to  in c rease  th e  n u m b e r of ce rtified  
pub lic  a cco u n tan ts , b ecause  in  a ll cases, 
excep t Illin o is , th e  on ly  m e th o d  by 
w hich  one m ig h t e n te r  th e  p u b lic  ac­
c o u n tin g  field  a f te r  th e  passage  o f th e  
law  w as b y  ta k in g  a  C. P . A. ex am in a­
tion .
In  no  S ta te  w h ere  re g u la to ry  leg is­
la tio n  h a s  been  en ac ted  is th e re  an y  
ev idence th a t  th e  leg is la tio n  h a s  n o t 
been  in  th e  in te re s t  of th e  pub lic . In  
fa c t th e re  is m uch  benefit th a t  can  be 
d irec tly  tra c e d  to  it . E ach  of th e  law s 
h a s  been  so m ew h a t d iffe ren t fro m  th e  
o th e rs , b u t in  g en e ra l, each  h a s  p ro ­
v ided  th a t  no  one m ig h t p rac tice , e ith e r  
a s  a  C. P . A. o r a s  a  pub lic  a cco u n tan t, 
excep t a s  he  o r  she  w as a n n u a lly  re g is ­
te re d  w ith  th e  S ta te  B o ard  a n d  th e  
b o a rd s  h av e  been  g iven  pow er to  r e ­
voke  th e  certif ica te s  th u s  issued , w h ich , 
if  done, w ou ld  p lace  th e  fo rm e r  h o ld e r  
in  th e  sam e p o sitio n  as th e  law y er, th e  
doc to r, th e  d e n tis t, o r an y  o th e r  p ro fe s ­
s io n a l m an , w ho h as  been re g u la r ly  
d isb a rre d  acco rd ing  to  th e  law s gov­
e rn in g  h is  p ro fession .
F rom  th e  standpo in t of th e  public, 
therefo re , th e re  has no t been and  canno t 
be, an y  question  as to  th e  value of th is  
leg islation . R eg istra tio n  is th e  only m eans 
by w hich th e  incom peten t o r  unscrupu ­
lous ind iv idua l m ay  be preven ted  from  
in ju rin g  th e  investing  public as a  re su lt 
of re p o r ts  p repared  by h im  no t revealing  
w h at they  should show, w hether such lack  
w as due  e ith e r  to  design or to  ignorance.
A t th e  p re s e n t tim e , in  a  dozen s ta te s , 
th e re  is  a  d iscussion  co ncern ing  re g u la ­
to ry  leg isla tion . In  p rac tica lly  a ll of 
th e m  d iffe ren t v iew s have  been  ex­
p ressed  by  th e  tw o  g ro u p s o f a cco u n t­
a n ts , ce rtified  an d  non-certified , a s  to  
th e  u se  of th e  w a iv e r an d  a s  to  th e  con­
tin u in g  ti tle .
E x cep t in  M ichigan, one o f th e  
s ta te s  th a t  n ev e r issued  an y  w a iv e r 
certificates, w hen each law  w as being 
considered th e re  w as a  desire  on th e  p a r t  
of m any  of th e  public accoun tan ts to 
have th e  w aiver clause reopened so th a t 
C. P. A. certifica tes m igh t be issued to; 
them . In  a ll cases, how ever, th e  pub lic  
accoun tan ts w ere divided a s  to  w hether 
th i s  w as in  the  in te re s t of th e  public.
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In  M aryland and  L ouisiana, tw o y ea rs  
a f te r  th e  reg u la to ry  law s had  been passed, 
a ttem p ts  w ere m ade to  reopen th e  w aiver 
certificate clause fo r th e  ho lders of public 
accoun tan t certificates, b u t th e  public ac­
co u n tan ts  w ere  n o t agreed  am ong them ­
selves. I  quote from  tw o le tte rs  w ritten  
in  connection  w ith  these  a ttem p ts  to  re ­
open the  w aiver, a s  show ing th a t  some of 
th e  public  accoun tan ts view ed th e  s i tu a ­
tion  from  th e  professional s tandpo in t 
ra th e r  th a n  from  a  m erely  personal de­
sire.
One said  “I  am  of th e  opinion th a t  i t  
w ould  be a  se rio u s m is tak e  to  en ac t th e  
proposed am endm ent and  do no t favor 
i t s  passage even though  I  could, u nder 
the proposed b ill, become a  C. P . A.
“In  th e  first place, I  am  quite  su re  th a t 
the  business in s ti tu tio n s  in  o u r  own 
S tate , as w ell as in  o th e r s ta tes , and the  
accounting  boards of o th e r s ta te s  would 
consider th e  proposed leg isla tion  as a 
step backw ards, and  th a t  th e  accounting  
profession w ould be discredited .
“In  th e  second place I  am  of th e  opin­
ion th a t  th e re  a re  som e w ho a re  now  
h o ld in g  pub lic  a c c o u n ta n t ce rtif ica tes  
w ho a re  n o t qualified  to  receive  and , in  
ju s tic e  to  th o se  now  h o ld in g  certified  
p ub lic  a c c o u n ta n t ce rtif ica tes , sho u ld  
n o t receive C. P . A. ce rtif ica tes  by  leg is­
la tio n .
“T hird , I  am  of th e  opinion th a t  those 
receiv ing public  accoun tan t certificates 
under th e  law, w ho desired  an d  w ere w ill­
ing to  pu t fo r th  th e  necessary  effort to  se­
cure certified certificates, have am ple op­
p o rtu n ity  in  w hich to  do so.”
A nother w ro te: “I  know  a  few  account­
an ts  now holding P. A. certificates whom 
I believe to  be tho rough ly  qualified to  
practice  a s  C. P. A’s. H owever, I believe 
th a t  a  very  g rea t m a jo rity  of those now 
p ractic ing  as P. A’s a re  no t qualified to  
perform  such  w ork  as th e  business w orld 
looks for  and  expects from  C. P. A’s. I f  
the door is  opened to  those P. A’s  who 
a re  qualified to  become C. P. A’s, i t  
w ould rem a in  open  fo r  a ll, an d  in  th is  
way I believe m any would en te r who 
you, y o u rse lf, cou ld  n o t endo rse  as be ing  
qualified and sufficiently equipped to  style 
them selves as C. P. A’s.
“I believe w ith  you th a t  quite a  few  
now holding th e  C. P. A. certificate by 
w aiver a re  no t en titled  to  sam e from  
the s tandpo in t of being  qualified, b u t I 
hard ly  th in k  th a t  th is  fa c t is  good reason­
ing  for opening th e  door for o thers, also 
not qualified, to  en te r. On th e  con trary ,
I th in k  i t  is  th e  best and all-sufficient 
reason w hy th is  bill should  be defeated .”
Those who w ish  to  reopen th e  w aiver, 
base th e ir  a rg u m en t on th e  fac t th a t  in  
the o rig inal in s tan ce  w aivers w ere 
gran ted  and  i t  is  no  w orse now  th a n  i t  
was then , fo rge tting  tw o facts. The num ­
ber of persons to  whom  w aiver certifi­
cates h av e  been  issu ed  is sm a ll com ­
p a re d  to  th o se  w ho secu red  th e i r  C. P .
A. ce rtif ica te s  by  ex am in a tio n  an d  to  
now  issue  a  ce rtif ica te  w ith o u t a n  exam ­
in a tio n  w ou ld  n o t be f a i r  to  th e  la rg e  
n u m b e r of C. P . A. ce rtif ic a te  h o ld e rs  
w ho p re p a re d  th em se lv es fo r  th e  te s ts . 
T h in k in g  o n ly  of th e  o rig in a l w aiver 
h o ld e rs , th e  a rg u m e n t m ig h t be consid­
e red , b u t ta k in g  th e  p ro fess io n a l g ro u p  
a s  a  w hole, i t  w ou ld  h av e  no s ta n d in g  
in  co u rt. G ran ted  th a t  m is tak es  w ere 
m ade  in  is su in g  som e o rig in a l w aiver 
ce rtif ica tes , th e  m is tak es  w ou ld  be in ­
tensified  by  a n o th e r  e r ro r . T he v a lu e  of 
th e  ce rtif ica te  issued  b y  one S ta te , w hen  
p re se n te d  fo r  reco g n itio n  by a n o th e r  
S ta te , w as h a lv ed  w hen  its  second b a tch  
o f w aivers  w as issued  an d  q u a rte re d  
w hen  th e  th i rd  lo t of w aivers  w as 
g ra n te d .
In  th e  second place, public account­
an ts  a s  a  group read ily  ad m it th a t  
a  m uch  la rg e r  p e rcen tag e  of th e  pub lic  
p rac titio n e rs  today  a re  illy  p repared  th a n  
w as tru e  w hen th e  o rig ina l w aivers w ere 
issued. The m en w ho w ere th en  engaged 
in  public accounting  had n o t been induced 
to  e n te r  th e  field by th e  incen tives th a t  
have d raw n  m en in  recen t years. Be­
cause of th a t  fact, in  m ost instances, th e  
suggestion  h as  been to  lim it th e  reopen­
ing  to  a  g roup th a t  h a s  dem onstrated  its  
fitness a s  th e  re su lt of years of experience.
T he w rite r  has before h im  tw o le tte rs , 
one from  a  public accoun tan t in  a  S ta te  
w ith o u t a reg u la to ry  law  and one from  
a  public  accoun tan t in  a  S ta te  w ith  such 
a  law . Q uoting from  th e  first, we find 
th e  follow ing s ta tem en t: “I  have been a 
p rac tic in g  accoun tan t fo r over 25 years, 
and  a t  th e  tim e th e  law  w as passed in  
our S ta te  I  w as eligible for a  w aiver, b u t 
in  those days a C. P. A. w as only called 
upon to  check up crooks. Since then , 
how ever, on account of th e  incom e ta x  
law s, accounting  has b rough t out a  num ­
b er of h ig h  class m en and w ho a re  n o t 
C. P. A’s.
“ I would m ake a  suggestion  th a t  a r ­
ra n g e m e n ts  cou ld  be m ade  to  a llow  th o se  
w ho had been in  con tinual practice  fo r 
th e  p a s t five or ten  years or those who 
a re  in  p ractice and  have been adm itted  
to  p rac tice  before th e  T reasu ry  D epart­
m en t fo r th e  p a s t five years be adm itted  
in  some w ay. I  sincerely  believe th a t  i t  
w ill be fo r th e  best in te re s ts  to  give these 
good m en now  p rac tic in g  accounting  a 
chance to  get in, fo r in s tead  of being b it­
te r  as I  know  som e of them  now  are , they  
w ould be a  good asse t and  help to weed 
ou t th e  incom peten t.”
Q uoting from  th e  second, we find the  
follow ing: “I  did no t have an  opportun­
ity  to  see you d u rin g  1928, as I  did no t 
a tten d  any  of th e  group m eetings, b u t 
hope to  do b e tte r  th is  year. I  enjoyed 
a  good practice  in  1928, hav ing  a  b e tte r 
class of w ork  th a n  th e  preceding year. I 
lo s t out on one a u d it engagem ent th a t  I
w as called on w hen th e  prospective c lien t 
found th a t  I  w as no t a  certified account­
an t, a s  th is  w as one of th e  requ irem en ts 
of h is  bankers . H owever, I  hope to  over­
come th is  deficiency w ith in  th e  n ex t y ear 
o r so.”
I t  is  v ery  easy  fo r anyone to  p ick  th e  
m an  w ith  th e  professional idea. In  th is  
case i t  happens to  be th e  younger m an  
an d  th e  m an  w ho w ou ld  n o t be h e lp ed  
by an y  type of w aiver sh o rt of a  com plete 
im m edia te  w aiver. The w rite r  of th e  
firs t le t te r  w ould secure a  C. P. A. certifi­
cate  u n d er a  w aiv er given to  persons in  
p rac tice  fo r a  period  of ten  years . I f  
those tw o m en w ere to  appear before us 
a s  ap p lican ts  fo r a position  th e re  is no 
question  b u t th a t  the  a ttitu d e  of th e  m an  
w ho w ro te  th e  second le tte r  would get 
h im  th e  job a s  ag a in s t th e  a ttitu d e  of 
th e  m an  w ho w ro te  th e  f irs t le t te r .
L est som eone accept th e  above s ta te ­
m en t as an  a rg u m en t fo r a  com plete re ­
opening of th e  w aiver, le t me quote from  
tw o o th e r le tte rs :
“H e m ade e rro rs  w hich w ere n o t com­
p lim en ta ry  to  a public accoun tan t and  we 
have w rit te n  to h im  in  an  effort to  secure 
a  co rrection  of h is m istakes. Due to  th e  
fac t th a t  we have been unable to  secure 
a  rep ly  to  any  of ou r le tte rs , and  we have 
w ritte n  fou r of them , we feel like follow­
in g  i t  u p  fu r th e r  as a  m a tte r  of p r in ­
ciple.”
“I  do n o t believe in  th e  m an w ho says 
he  is an  accoun tan t today  and  tom orrow  
is  som eth ing  else, or th a t  class th a t  about 
F eb ru a ry  15th of each y ear hang  out 
th e ir  sign  and pose a s  incom e ta x  experts 
and  a fte r  M arch 15th d isappear.”
M any experiences, p e rso n a l, official 
a n d  o b se rv a tio n a l, lead  m e to  th e  con­
c lu s ion  th a t  in  ro u n d  n u m b ers  one m ay 
classify  th e  public accoun tan ts  of th e  
coun try  in to  about th ree  groups, 25 per 
c en t rep resen tin g  those who have c learly  
dem onstra ted  th ey  have a p rofessional 
v iew point, have dem onstrated  by th e ir  
successful experience th a t  they  a re  on a  
p a r  w ith  th e  av e rag e  C. P . A., an d  th a t  
th e  pub lic  w ou ld  be in  no w ise in ju re d  
by  an y  rec lassifica tio n  w hich  w ou ld  p u t 
th em  in to  th e  certified  g roup . H ow ever, 
i t  is u su a lly  n o tic eab le  th a t  th is  g roup  
does n o t in c lu d e  th o se  w ho a re  th e  m ost 
d es iro u s  of secu rin g  w aiv er certifica tes . 
T h is g ro u p  is re p re se n te d  by th e  w rite rs  
of th e  tw o le t te r s  f irs t re fe rre d  to .
A second group, of approx im ately  25 
p e r cent, rep resen ts  ad v en tu re rs  in  th e  
accountancy  field. They a re  bookkeep­
ers  ou t of a  job. T hey have only a n ­
nounced them selves as public accoun tan ts 
a s  a  m eans of tid in g  over a  period of non­
em ploym ent. T hey have n o t dem onstrated  
by an y  experience th a t  th ey  a re  capable 
and  except fo r th e  fac t th a t  in  o rder to  
secure a  co nstitu tiona l law  care m u st be 
tak en  of a ll w ho have acquired  an y  rig h ts
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a t  th e  tim e  th e  law  w as passed , th e  
e n tire  a rgum en t would be in  favor of 
e lim in a tin g  them  from  any  consideration . 
T he purpose of th e  law  is to  avoid th e  
c o n tin u a l a n n u a l in tro d u c tio n  in to  th e  
accoun ting  field of persons of th a t  type.
T he th ird  group, w hich, in  round  fig­
u res , w ould  in c lu d e  50 p e r cen t, consists  
of those  p rac titio n e rs  who have not, as 
th e  re su lt of extended experience, dem­
o n stra ted  th e ir  ab ility  b u t who, on th e  
o th e r hand , have n o t dem onstra ted  th a t  
th ey  w ere  incom petent o r unscrupulous.
In  considering  reg u la to ry  leg isla tion , 
recognizing  th a t  p rim a rily  i t  m u st be in  
th e  in te re s t of th e  public, th e  question 
a rises  as to  how  fa r  in  th e  in te re s t of 
th e  public  we should go in  e lim ina ting  
th e  d is tin c tio n  w hich  w ou ld  fo r a tim e , 
ex is t in  an y  S ta te  u n d e r a system  of two- 
class reg is tra tio n , one class being  the  
certified public  accountan ts, p rac tica lly  
90 p e r cen t o f whom a t  th e  p resen t tim e 
have secured th e ir  certificates as th e  re ­
su lt of an  exam ination , an d  th e  o ther 
class being the  public accoun tan ts  who 
secure th e ir  re g is tra tio n  based on a  r ig h t 
acquired  by public p rac tice  p rio r to  th e  
tim e  of th e  passage of th e  law . In  
an sw ering  th a t  question  we m u st tak e  
in to  consideration  th e  effect of any  de­
cision on th e  ind iv idual m em bers of th e  
tw o classes, as w ell as on th e  public .
A s f a r  as th e  p u b lic  is concerned , we 
re a d ily  a d m it th a t  i t  w ou ld  be in  no 
w ise in ju re d  by th e  e lim in a tio n  of th e  
d is tin c tio n  in  an y  m an n e r , a s  f a r  as th e  
25 per cen t first re fe rred  to  is concerned. 
We contend th a t  th e  public would 
be in ju re d  by th e  e lim in a tio n  of 
th e  d is tin c tio n  a s  f a r  as th e  second  25 
p e r c en t g ro u p  is concerned . W e a re  of 
th e  op in ion  th a t  a s  f a r  as th e  50 p e r  
c en t g ro u p  is co ncerned , p ro b ab ly  th e  
pub lic  w ou ld  n o t be in ju re d  in  a m a jo r­
ity  of th e  cases. So fa r ,  how ever, no  
sa tis fa c to ry  m ethod  h a s  been  su g g es ted  
by  w hich  th e  p ro p e r  se lec tio n  can  be 
m ade. E ach  in d iv id u a l w ho ad voca tes  a  
w aiv er reo p en in g , fav o rs  a p lan  w hich 
w ill inc lude  h im . T he tim e  e lem en t, 
a lone, w h ich  is  th e  m e th o d  m ost o ften  
m en tio n ed , w ith  v a ry in g  te rm s  o f ex­
perience  re q u ire m e n t, can  n ev e r be 
u sed  a s  a  so le d e te rm in in g  fa c to r  in 
g rad in g  m erit.
M any rea so n s  have  been  offered  w hy 
non -certified  m en  have  n o t secu red  th e ir
C. P . A . c e rtif ic a te s  b u t  fu n d a m e n ta lly  
th e re  a p p e a rs  b u t one sa tis fa c to ry  ex­
p la n a tio n  th a t  w ou ld  ap p ly  w ith  equal 
fo rce in  a ll  sec tions of th e  co u n try . T h a t 
re a so n  is  fo u n d  in  th e  re q u ire m e n t 
w rit te n  in to  m o st of th e  C. P . A. law s 
th a t  th e  ap p lic a n t fo r  a  ce rtif ica te  m u s t 
be a h ig h  school g ra d u a te  or have  an  
e q u iv a le n t ed u ca tio n . T hose  law s w ere 
p assed  p r io r  to  th e  e n a c tm e n t of an y  
re g u la to ry  leg is la tio n  an d  i t  w ou ld  a p ­
p e a r  on ly  f a i r  th a t  th e  h o ld e r of 
an y  pub lic  a c c o u n ta n t ce rtif ica te ,
secu red  a s  th e  re s u l t  of a  new  type  of 
leg is la tio n , sh o u ld  be p e rm itte d  to  ta k e  
a  C. P . A. ex am in a tio n  re g a rd le ss  of h is  
e d u ca tio n a l qua lifica tions. T h a t con­
cession is  due  to  th e  pub lic  a c co u n tan t 
w ho w ou ld  be affec ted  by th e  changed  
type  of law , b u t i t  w ou ld  n o t rem ove th e  
re s tr ic tio n  fro m  those  ap p lican ts  w ho 
cam e a f te rw a rd s .
T he o th e r  reaso n s  w hich  a re  g iven  
a re  u su a lly  a s  fo llow s: “ Too b u sy .” 
“ D on’t  n eed  i t .”  “ H av en ’t  tim e  to p re ­
p a re .” “ C an’t  affo rd  to  ta k e  a  chance 
a t  fa ilin g .” “ T he ex am in a tio n s a re  n o t 
f a i r .”  “ Too o ld  to  s ta n d  th e  s t r a in .” 
“ J u s t  as good as— , w ho g o t h is  c e r t i­
ficate by w a iv e r.”  “ C anno t do m yself 
ju s tic e  w hen  w o rk in g  w ith  a tim e  lim ­
i t .”  “ H ave tr ie d  an d  fa ile d .” T hese a re  
excuses r a th e r  th a n  reaso n s. T he m an  
w ho h a s  v o lu n ta r i ly  chosen  to  re ta in  
h is  s ta tu s  as a  pub lic  a cc o u n ta n t in  th e  
absence  o f a  re g u la to ry , law , excep t 
w hen  he  w as b a rre d  fro m  ta k in g  th e  
ex am in a tio n  by rea so n  of h is  educa­
tio n a l lim ita tio n s , is in  no w ise in ju re d  
w hen  h e  is g iven  a  s im ila r leg a l s ta tu s  
u n d e r  th e  re g u la to ry  law .
In  m y  experience  a s  a  m em ber of 
th e  M ich igan  B o ard , every  o th e r  excuse 
th a t  h a s  been  en u m e ra te d  h a s  been 
p ro v en  g ro u n d less . T h e re  a re  a dozen 
h o ld e rs  of C. P . A. c e rtif ica te s  in  M ich­
ig an , w ho to o k  th e i r  exam in a tio n s a f te r  
th e y  w ere  fifty  y e a rs  of age, one secu r­
ing  h is  ce rtif ica te  w hen  h e  w as six ty  
y ea rs  o ld , an d  sev e ra l o th e rs  a f te r  
th e y  w ere  fifty-five. T h e re  a re  m any  
m en  w ho have  h a d  to  t r y  a second tim e, 
a  few  a  th ird , an d  a couple a fifth  tim e  
before th ey  secured th e ir  certificates, bu t 
th e  p re p a ra tio n  fo r  th e  ex am in a tio n  w as 
beneficial to  th em . T h e re  is n o t a  m an  
in  M ich igan  w ho h as  a C. P . A. c e r t i­
ficate w ho w as a  b it b e tte r  acco u n tan t 
th e  d ay  a f te r  h e  g o t i t  th a n  h e  w as th e  
day  b e fo re  h e  to o k  th e  ex am in a tio n  b u t, 
on th e  o th e r  h an d , th e re  is n o t a  m an  
b u t  w ho w as a  b e tte r  a c c o u n ta n t th e  
day  a f te r  h e  g o t h is  ce rtif ica te  th a n  h e  
w as w hen  h e  b egan  to  p re p a re  fo r  th e  
ex am in a tio n . To g ra n t w aiv er c e r t i­
fica tes to  th o se  now  in  p rac tice  w ho 
have n o t p rev iously  ca red  fo r th em  to  
th e  e x te n t of a tte m p tin g  to  secure  one 
a f te r  th e  m ach in e ry  w as a ll se t up , is 
to  en co u rag e  th e  s la ck e r an d  d isco u r­
age  th e  w o rk e r. I t  is p u tt in g  a  p rem ­
ium  up o n  ir re g u la r ity , w hich  is  th e  la s t 
th in g  a n  a c co u n tan t sho u ld  advocate . 
T he m ore  p ra c tic a l experience a n  a p ­
p lican t h as  had, usually  th e  m ore easily  
he  passes  th e  exam in a tio n s th a t  a re  
g iven  excep t w h ere  by reaso n  of e ith e r  
a p h leg m a tic  o r  a  n ervous tem p e ram en t, 
th e  in d iv id u a l is n o t in  an  ave rag e  m ood 
w hen  ta k in g  an  exam in a tio n . G en­
e ra lly , te m p e ra m e n ta l h an d ica p s  a re  les­
sened  on  a second o r th i rd  tr ia l .
To h e a r  som e d iscussions one w ould
im ag in e  th a t  i t  w as a  d isg race  fo r an  
a p p lic a n t to  fa il  in  h is  firs t a tte m p t. 
Som e of th e  m o s t p ro m in en t law y ers  
an d  d oc to rs , a s  w ell a s  acco u n tan ts , a re  
to  be fo u n d  am o n g  th o se  w ho h a d  to  
r e tu rn  to  th e i r  ex am in in g  b o a rd s  fo l­
low ing  a  f irs t fa ilu re . I t  h a s  o ften  been 
sa id  th a t  som e of th e  m en  p rac tic in g  
as  p u b lic  a c c o u n ta n ts  a re  b e tte r  th a n  
som e of th e  m en  w ho have secu red  th e ir
C. P . A. ce rtif ica tes . G ran ted . B u t i t  
is  s t i l l  m a in ta in e d  th a t  th a t  s ta te m e n t 
h a s  n o  b e a rin g  on th e  q u estio n  th a t  is  
now  d iv id in g  acco u n tan ts . T h e re  a re  
m any  d oc to rs , law yers , d e n tis ts  an d  
m em bers of o th e r  p ro fessions w ho have 
successfu lly  passed  th e  ex am in a tio n , b u t 
wh o a re  n o t successfu l p ra c titio n e rs . 
R e p re se n ta tiv e s  o f a ll p ro fessions have  
m ade m is tak es . T he law y er o fte n  h as  
n o t co rrec tly  a n tic ip a te d  th e  ru lin g s  of 
th e  ju d g es  w hen  he h a s  adv ised  h is 
c lien t to  e ith e r  s t a r t  a  case o r defen d  an  
ac tio n  a lre a d y  s ta r te d . D octo rs have  
o ft tim es  d iagnosed  in co rrec tly  th e  
ills  o f th e i r  p a tie n ts  an d  certified  p u b ­
lic  a c c o u n ta n ts  h av e  e rre d  in  th e  p re ­
p a ra tio n  of financ ia l s ta te m e n ts  fo r  
th e i r  c lie n ts  b u t th o se  law yers , doc­
to r s  an d  a c c o u n ta n ts  have  m ade  few er 
m is ta k e s  by  rea so n  of th e  experience  
g a in ed  in  p re p a r in g  fo r  th e i r  respec tive  
ex am in a tio n s.
T he m a n  w ith  th e  p ro fessio n a l idea  
is n o t a f ra id  to  su b je c t h im se lf to  th e  
ju d g m e n t of h is  peers , w h ich  lead s  us 
to say  th a t  if  in  an y  S ta te  th e  co nd itions 
u n d e r  w hich  ex am in a tio n s  h av e  been 
h e ld  a re  su ch  th a t  ap p lic an ts  have  n o t 
been  tr e a te d  fa ir ly  th e re  is  a lw ays an  
o p p o rtu n ity  w h ereb y  th e se  co n d itio n s 
m ay  be rem ed ied . T h e  rem ed y  is a  
lo ca l m a tte r  an d  sh ou ld  n o t affect in  
an y  w ay th e  q u es tio n  of a  g en e ra l 
policy. T h a t is a  m a tte r  of a d m in is tra ­
tio n . A d m in is tra tio n  m u s t ex is t u n d e r  
an y  type of a  law  and w henever adm in is­
tra tiv e  problem s a re  p re sen t th e  possi­
b ility  of abuse exists. T h is  cannot be cured 
by changed  leg is la tio n . I t  can  on ly  be 
cu red  by ch an g in g  a d m in is tra to rs .
In  on ly  fo u r  s ta te s  a re  th e  S ta te  
b o a rd s  w ith o u t a c c o u n ta n t m em bers  
w ho secu red  th e i r  ce rtif ica tes  by  ex­
am in a tio n . T h ere  a re  on ly  seven o th e rs  
w ith  tw o w aiver ce rtif ica te  h o ld e rs  s i t ­
t in g  on  th e  B oard , an d  of th e  146 ac­
c o u n ta n t m em bers of S ta te  b o a rd s  o n ly  
39 rece ived  th e ir  ce rtif ica te s  by w aiver.
So fa r  as S ta te  socie ties a re  con­
cerned , in  only  five a re  th e  m a jo rity  of 
th e  p re s e n t officers h o ld e rs  of w a iv e r 
ce rtif ica te s  an d  of  th e  154 officers, in  
a ll, o n ly  25 secu red  th e i r  ce rtif ica tes  
by w aiver.
The p ro fession , th e re fo re , as now  re p ­
re se n te d  by b o a rd  m em bers an d  soc ie ty  
officials, is co n tro lled  by th o se  w ho have 
accep ted  th e  s ta te  ex am in a tio n  m ethod  
( C o n t in u e d  o n  p a g e  60)
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Talking Shop
A MONTHLY DEPARTM ENT CONDUCTED BY L. GLUICK, C. P . A.
T H E  firs t th in g  we w an t to  find o u t  is how  m an y  C ertified  P u b lic  A cco u n tan ts  a re  m em ­
bers of P h i B e ta  K appa. A ny one  w ho 
is, is e a rn e s tly  re q u e s te d  to  send  in  th e  
fo llow ing  d a ta :
N am e a n d  ad d ress .
C ollege an d  y e a r  of e lec tion  to 
P . B. K.
S ta te  fro m  w h ich  C. P . A. ce rtif ica te  
w as rece ived . ( I f  m o re  th a n  one, give 
th em  in  o rd e r , w ith  d a te s .)
T he co m p le te  lis t, w hen  com piled  
w ill be su b m itte d  to  th e  U n ited  C hap­
te rs  of P h i B e ta  K appa, 145 W est 5 5 th  
S treet, N ew  Y ork City, fo r pub lica tion  in  
its  q u a rte rly  “K ey.” T h is dep a rtm en t w ill 
also p u b lish  i t  on  th e  in s ta llm e n t p lan .
J u s t  by w ay  of a  s ta r t ,  le t u s  n o te  
th a t  Jo sep h  J . K le in , p a s t  p re s id e n t of 
the N ew  Y ork S ta te  Society, is a  w earer 
of th e  key, an d  a lso  H en ry  F e rn a ld , Vice 
P re s id e n t of th e  New Je rse y  Society.
 THE follow ing w as clipped from  th e  
New Y ork E vening  P ost fo r F riday , 
Septem ber 21, 1928:
“L ife  In su ra n c e  com pan ies a re  en ­
title d  to  financia l in fo rm a tio n . No 
b an k  w ou ld  lend  $100 ,000 .00  w ith o u t 
a s ta te m e n t, b u t  w e a re  be in g  a sked  to  
issue a c o n tra c t p ro v id in g  fo r  th e  p ay ­
m en t of $400 ,000 .00  a t  a  fu tu re  u n d e ­
te rm in ed  d a te , a n d  w e g e t p rac tic a lly  
no financ ia l in fo rm a tio n . Is  i t  f a i r  an d  
reaso n ab le?  Give a ll th e  in fo rm a tio n  
you can  o b ta in  as to  re a so n s  fo r th e  
in su ran ce  tr a n sa c t io n  a n d  re g a rd in g  
finances. D on’t  o v e rse ll m en  w ho come 
w ith in  th e  u n so u n d  financ ia l c lass .”  
N ever have  we re a d  a n y th in g  th a t  
looked m ore com m on sense th a n  th a t. 
Yet, re ca llin g  o u r  d iversified  experience 
we could  n o t reco llec t a  s ing le  in s tan ce  
of in su ra n c e  a g e n t re q u e s tin g  a 
c lien t to  fu rn ish  a financia l s ta te m e n t; 
nor, upon  q u estio n in g  a  la rg e  n u m b er 
of o u r p ro fe ss io n a l co lleagues, could  
they , w ith  one exception .
T here  c e r ta in ly  is th e  te x t fo r  a fine 
serm on  on th e  poss ib ilitie s  fo r coopera­
tion  be tw een  th e  C. P . A., th e  in su ran ce  
b roker, an d  th e i r  m u tu a l c lien t.
T HE follow ing comes from  a  m an  who 
has had  m uch experience in  govern­
m en ta l acco u n tin g . W e can  on ly  a ssu re  
him  th a t  h is  experience  w ith  in a c c u ra te  
and  incom ple te  invoices is n o t p ecu lia r  
to g o v ern m en ta l bod ies ; th a t  com m er­
cial e n te rp rise s  a re  s im ila r ly  afflicted, 
an d th a t  th e  on ly  so lu tio n  is fo r  C. P . 
A’s a ll over th e  co u n try  to  ed u ca te  th e ir  
clients to  in s is t on  th e  use  of th e  N a-
T h e  c o n d u c t o r  o f  t h i s  d e p a r t m e n t  t a k e s  
t h i s  o c c a s io n  to  t h a n k  t h e  m a n y  r e a d e r s  
o f  t h i s  p u b l i c a t i o n  w h o s e  p r a i s e  o f  h i s  
a r t i c l e  i n  t h e  O c to b e r ,  1928, i s s u e  r e s u l t e d  
in  t h e  e s t a b l i s h m e n t  o f  t h i s  d e p a r t m e n t .  
T h e  p u r p o s e  o f  t h i s  d e p a r t m e n t  i s  t o  s e r v e  
a s  a  c l e a r i n g  h o u s e  f o r  i d e a s ;  w h e t h e r  
t h e y  a r e  g o o d  o r  b a d  w i l l  d e f e n d  v e r y  
l a r g e l y  o n  h o w  t h e y  a p p e a l  to  t h e  r e a d e r .  
T h e  im p o r t a n t  th in g  is  t h a t  th e y  s h a l l  b e  
i n t e r e s t i n g ,  a n d  a s  f a r  a s  p o s s ib le ,  o r i g ­
in a l .
C o n t r i b u t i o n s  a r e  r e q u e s t e d .  T h e y  
s h o u ld  b e  n o t  o v e r  250 w o r d s  in  l e n g t h ,  
ty p e d  o n  o n e  s id e  o f  th e  p a p e r ,  a n d  s ig n e d  
b y  t h e  w r i t e r ,  w h o s e  n a m e  w i l l  n o t  b e  
u s e d  i f  h e  s p e c i f i c a l ly  s o  r e q u e s t s .  N o  
c o n t r i b u t i o n  w i l l  b e  r e t u r n e d .  C o n t r i b u ­
t o r s  s h o u ld  r e t a i n  c o p ie s  o f  m a t e r i a l  s u b ­
m i t t e d ,  i f  i t  d o e s  n o t  a p p e a r  in  t h e  s e c o n d  
n u m b e r  f o l l o w i n g  s u b m is s io n ,  t h e y  w i l l  
k n o w  t h a t  i t  h a s  b e e n  d e e m e d  u n s u i t a b l e .
T h i s  p a g e  is ,  f o r  t h e  e d i to r ,  n o t  m u c h  
d i f f e r e n t  t h a n  c o n d u c t i n g  o n e  o f  t h o s e  
n e w s p a p e r  c o lu m n s ,  w h ic h  h e  o n c e  d id  f o r  
a  s m a l l  t o w n  n e w s p a p e r .  J u s t  a s  s u r e  a s  
h e  r e l i e d  o n  c o n t r i b u t i o n s  to  f i l l  u p  h i s  
s p a c e ,  t h a t  w e e k  n o n e  w o u ld  c o m e  i n ;  i f  
h e  p r i n t e d  o n e  m a n ’s, a n o t h e r  w o u ld  
w r a t h f u l l y  i n q u i r e  w h y  h i s  h a d  n o t  b e e n  
a p p r o v e d ;  a n d  t h e  w o r s t  o f  a l l  w a s  t h e  
m a n  w h o s e  c o n t r i b u t i o n  w a s  e d i te d .  A c ­
c o u n t a n t s  b e i n g  o n ly  h u m a n ,  t h e  e d i t o r  
e x p e c t s  s i m i l a r  e x p e r i e n c e s  w i t h  t h i s  
p a g e ;  i t  w i l l  a d d  to  t h e  z e s t  o f  t h e  jo b ;  
a n d  h e  t r u s t s  i t  w i l l  n o t  s u b t r a c t  f r o m  h i s  
f r i e n d s .
t io n a l P u rc h a s in g  A gen ts A ssoc ia tion ’s 
u n ifo rm  invoice.
“ A n invoice re a d  ‘500 sh e e ts .’ T he 
N o rm al School c le rk  rece iv in g  it, 
checked  it, an d  app roved  i t  fo r  paym en t. 
In  th e  S ta te  capito l, w here  th e  genera l 
books w ere  k ep t, th e  c le rk  to  w hom  th e  
b ill cam e, th in k in g  on ly  of bed  linen , 
ca lm ly  overlooked  th e  sign ificance of 
th e  sm all a m o u n t in  th e  m oney  co lum n, 
a n d  c h a rg ed  i t  to  ‘D o rm ito ry  S u pp lies .’ 
I t  a c tu a lly  re p re se n te d  p ap e r fo r th e  
p r in c ip a l’s office. A c le rk  in  th e  S ta te  
A u d ito r’s office c a u g h t th e  e r ro r . B u t 
th e  g ir l  h a d  an  iro n c lad  excuse. T he 
s ta tio n e r ’s invo ice w as incom plete . I t  
gave th e  firm  nam e, b u t d id  n o t s ta te  
w h a t th e  f irm ’s busin ess  w as. A nd 
even  if i t  h ad , i t  w as incom plete . No 
com m odity  h a s  m o re  d iversified  u ses 
in  a  school th a n  p ap e r. I t  m ay  be used  
in  th e  p rin c ip a l’s office fo r co rresp o n d ­
ence, an d  hence  ch a rg eab le  to  su p e r­
v is io n ; i t  m ay  be d is tr ib u te d  in  th e  
c lass room s fo r  p u p ils  to  w rite  ‘exer­
cises on', hence chargeable to  ‘in s tru c ­
t io n ’; o r  i t  m ay  be used  in  th e  school 
p r in t  shop  on  jobs c o n tra c te d  fo r  w ith  
re g u la r  cu sto m ers , such  as a  tr a d e  
school has, w hen  i t  is n e ith e r , b u t 
‘goods p u rch ased  fo r  re sa le .’ In  an
e x trem e  case a  c le rk  ch a rg ed  ta r  p a p e r 
to  s ta tio n e ry , th o u g h  i t  obviously  sh o u ld  
h av e  gone to  ‘b u ild in g  su p p lie s ’ in  th e  
m a in ten an ce  g ro u p  of acco u n ts .”
co rresponden t sends us a  c lipping 
from  th e  New York Tim es. I t  is  un ­
d a ted . P lease , if  you send  us c lipp ings 
o r  q u o ta tio n s  from  any  pu b lica tio n , 
g ive th e  exact da te . T h is p a r t ic u la r  
one  is m o st in te re s tin g , b u t so m ew h a t 
too  long  to  rep ro d u ce  h e re . W e su m ­
m arize  i t  a s fo llow s;
T he exchange of a d m in is tra tiv e  ta le n t  
te s tifie s  v iv id ly  to  th e  new  type of con­
tro l  in  busin ess  w h ich  se ts  a t  n a u g h t 
th e  fo rm er in sistence  upon “experience” 
in  a p a r t ic u la r  lin e . I t  co n ten d s th a t  
th e  u n d e rly in g  p rinc ip les  of successfu l 
o p e ra tio n  a re  th e  sam e in  a ll fields. So 
f a r  th e  in te rc h a n g e  of execu tives h as  
been  confined  r a th e r  closely  to  th e  in ­
d u s tr ia l  line , b u t w ith  th e  in c rea s in g  
know ledge  o f m a rk e tin g  dem ands, r e ­
ta i l  officials have  been so u g h t fo r  by 
m a n u fa c tu re rs .
“ N ow ,” says o u r co rresp o n d en t, “ th is  
offers th e  g re a t  o p p o rtu n ity  fo r  C. P .
A .’s to  escape th e  h a z a rd s  of pub lic  
p rac tice , cap ita lize  th e ir  d iversified  ex­
p erience , an d  give b ig  b usiness  th e  b en e­
fit of th e i r  kn o w led g e .” A nd he  p o in ts  
o u t th a t  Mr. Cox, w ho so successfu lly  r e ­
o rg an ized  th e  C olum bia G raphophone  
C om pany, ta k in g  a  b a n k ru p t o u tf it an d  
p u tt in g  i t  b ack  on a d iv idend  basis, is a
C. P . A .; th a t  M cL aughlin , th e  b e s t 
police com m issioner New Y ork  C ity h as  
had  in  m any  years , is a  C. P. A .; etc. To 
a ll of w h ich  w e say  “ A m en” an d  w ish  to  
n o te  th a t  if  m ore  C. P . A .’s w en t in to  
in d u s try , th e  tre n d  to  overcrow d ing  in  
th e  p ro fessio n  w ould  be m u ch  re liev ed .
N° a rtic le  w hich appeared in  th is  m ag­
azine d u rin g  1928, in te rested  us as 
m uch  as  P erley  M orse’s  paper on ac­
co u n tin g  m ach in ery . T h is  in te re s t  is 
p ro b ab ly  due to  th e  fa c t th a t  o u r  in itia l 
ap p ea ran ce  in  th is  p u b lica tio n , w ay 
back  in  th e  tim e  w hen  Mr. H a rr iso n  
w as E d ito r , an d  th e  fo rm a t sm a lle r , w as 
in  a  s im ila r  a r tic le . W e h ad  lo n g  
p ro m ised  ou rse lves th e  p lea su re  of re ­
v is in g  o u r te x t an d  b rin g in g  i t  up  to 
d a te . M r. M orse h a s  saved  u s th e  
tro u b le  fo r  som e tim e . B u t w e w an t to  
ta k e  th is  o p p o rtu n ity  to  m ak e  som e 
com m ents , n o t on  th e  m ach in es th e m ­
selves, b u t on  th e  peop le  w ho se ll th em .
N o m ach in e  is b e tte r  th a n  its  o p e ra ­
to r . T h a t is ax iom atic . B u t sa lesm en , 
in  th e i r  d es ire  to  m ake  sa les, in s is t on  
th e  ease of o p e ra tio n  of th e ir  ow n m a­
ch ine , a n d  th e  p u rc h a se r, w ho h a s  l i t t le
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o r  no id ea  of w h a t th e  o p e ra tio n s  a re , 
is  re lu c ta n t to  le t  th e  o ld  p en -an d -in k  
c le rk  spend  sufficient tim e  in  le a rn in g  
th e  o p e ra tio n . T hen , w h en  th e  re s u lts  
a re  n o t as p rom ised , th e  m ach in e  is 
b lam ed . B u t i t  is th e  m an  w ho so ld  i t  
w ho is  th e  cu lp r it .
T h e  second  g re a t  cause  fo r  d is sa tis ­
fa c tio n  w ith  m ech an ica l b o o k k eep in g  is 
th e  o n e -tra ck  m ind  of th e  av e rag e  sa le s ­
m an . H e tr ie s  to  in s is t on  fitt in g  
th e  c u s to m e r’s e n tire  sy s tem  to  h is 
concep tion  of w h a t h is  m ach in e  o u g h t 
to  do. A nd ag a in , w h en  th e  in ev itab le  
u n sa tis fa c to ry  re s u lts  occur, th e  cu sto ­
m er condem ns n o t on ly  th e  one m ach ine , 
b u t a ll m ach ines, an d  too  fre q u e n tly  d is­
ca rd s  them .
W e a re  n o t g en e ra liz in g  fro m  a s ing le  
in s tan ce . W e hav e  seen  i t  h ap p en  fo r 
y ea rs . W e cou ld  c ite  h a lf  a  dozen in ­
s tan ces  in  th e  p a s t  y ear. B u t one 
sh o u ld  suffice.
W e fo u n d  th a t  in  a  c e r ta in  office 
w here  w e w ere  to  a tte m p t som e sys­
tem a tiz in g  th a t  th e re  w ere  tw o book­
keep ing  m achines fo r th e  custom ers 
ledgers . I t  to o k  a lm o s t no  tim e  to  
p rove  th a t  one w ou ld  have  sufficed. M is­
ta k e  n u m b e r one; th e  sa le sm an  h ad  
oversold th e  custom er. B u t th e  ac­
counts payable w ere s till being  k ep t 
by  pen  an d  in k . A ll r ig h t, w e w ill use 
th e  sp a re  m ach ine  fo r  th a t .  W e se n t 
fo r  th e  sa le sm an  an d  to ld  h im  w h a t we 
w an ted . H e sa id  i t  cou ld  be done by a 
few  sim ple a d ju s tm e n ts  o f th e  m ech­
a n ism ; h e  t r ie d  to  show  us how  
sim ple, an d  a lm o s t p u t  th e  m ach ine  o u t 
of com m ission . M istake  n u m b e r tw o ; 
th e  sa le sm an  d id n ’t  know  h is  m ach ine . 
N ext w e se n t th e  g ir l w ho k e p t th e  old 
s ty le  c red ito rs ledgers to  th e  school fo r 
o p e ra to rs , a rm ed  w ith  a  n o te  s ta tin g  
th a t  she  w as to  be  in s tru c te d  in  th e  use 
of th e  m ach in e  fo r  a cco u n ts  payab le . 
N ow  th is  g ir l  w as an  u n u su a lly  w ell 
qualified  person . T he te a c h e r d is re ­
g a rd ed  in s tru c tio n s ; in s is ted  on  te a c h ­
in g  th e  g ir l a cco u n ts  receivab le . T hen  
w hen  we in s is ted  th a t  o u r w ishes be 
com plied  w ith , th e  te a c h e r  tr ie d  to  show  
a  d iffe ren t m eth o d  o f h a n d lin g  acco u n ts  
payab le  th a n  w e in ten d ed , in tim a tin g  
th a t  o u rs  w ou ld  n o t w o rk  on  th e  m a­
ch ine . W e k new  th is  w as w rong , be­
cause  th is  w as by  no m ean s th e  firs t 
p lace w h ere  w e h a d  in s ta lle d  exactly  
th is  m ethod  w ith  th e  sam e m ak e  of m a­
chine. W ell, to  m ak e  a  lo n g  s to ry  sh o rt, 
w e h ad  to  ta k e  th e  m a t te r  up  w ith  a  
h ig h  execu tive  o f th e  m a n u fa c tu re r  be­
fo re  w e g o t w h a t w e w an ted . Now 
th a t  is no w ay  to  se ll m ach ines, n o r 
m ak e  th em  s ta y  so ld . A nd m a n u ­
fa c tu re rs  o f  office ap p lian ces w ill n ev er 
g e t p e rm a n e n tly  sa tis fa c to ry  re su lts  
u n ti l  m o re  an d  b e tte r  co o p era tio n  w ith  
a cco u n tan ts  is secu red . A nd th e y  m u s t 
h ave  m ach in es flexible enough  to  fit in to
th e  a c c o u n ta n t 's  schem e. T he P ro ­
c ru s te a n  m e th o d  alw ays h as  been  bad .
B u t one  of th e  g re a te s t  w aste s  is in  
ad v e rtis in g . Go th ro u g h  y o u r fa v o r ite  
m agaz ine  w ith  a  b ig  c ircu la tio n . C oun t 
th e  pages of ad v e rtis in g  g iv en  up  to  of­
fice app liances, exclud ing  p o rta b le  ty p e ­
w rite rs , w h ich  a re  tr u ly  h o u seh o ld  m a­
ch ines. T h en  m a k e  y o u r ow n e s tim a te  
of how  m an y  of th e  re a d e rs  a re  even 
p o te n tia l u se rs  of even  one of th e  de­
vices ad v ertise d . O urs is less th a n  te n  
p e r cen t.
N ext ta k e  an y  one of th e  th re e  le ad ­
in g  A m erican  acco u n tin g  m o n th lie s  an d  
see how  m an y  devices a re  ad v ertised . 
T hen , rem em b erin g  th a t  every  re a d e r  of 
th ese  acco u n tin g  perio d ica ls  is a  la rg e  
p o te n tia l u se r  o f th e  devices, com pare  
th e  ad v e rtis in g  space ra te s . T he a n ­
sw er is th a t  th e  agencies w h ich  place 
th e  copy have  fa lle n  dow n on th e  job  
lam en tab ly . Of course , you c a n ’t  b lam e 
th e m  e n tire ly . T hey  a re  n o t in  b usiness 
fo r  th e ir  h e a lth , an d  15 p e r c en t of a 
$5 ,000 .00  page  is  m o re  th a n  15 p e r cen t 
of a  $100 .00  page . B u t th e re  is n o th ­
in g  to p re v e n t th e  m a n u fa c tu re r , w ho 
re ta in s  th e  agency, fro m  specify ing  
w h a t p u b lic a tio n s  sh o u ld  c a rry  th e  copy. 
As S herlock  H olm es once re m a rk e d  to  
D r. W a tso n : “ Two an d  tw o m ak e  fo u r ; 
n o t som etim es, b u t alw ays.”
ARBITRATION LEGISLATION
T he L e g is la tu re s  of 37 S ta te s  w ill be 
a sked , e a r ly  in  1929, to  en ac t a  com ­
m erc ia l a rb i tr a tio n  law  m ore  fav o rab le  
to  th e  re q u ire m e n ts  of m o d ern  business. 
M ore th a n  100 lead in g  n a tio n a l tr a d e  
bod ies a re  b eh in d  th is  m ovem en t to  
secu re  su ch  u n ifo rm  com prehensive  
le g is la tio n  an d  h av e  en d o rsed  a  D ra ft 
S ta te  A rb itra tio n  A ct w h ich  w ill ac ­
com plish  th is  pu rpose , acco rd in g  to  an  
an n o u n cem en t of th e  A m erican  A rb itra ­
tio n  A ssociation .
T he asso c ia tio n s ac tiv e ly  co o p era tin g  
in c lude  T he A m erican  S ociety  o f C e rti­
fied P u b lic  A cco u n tan ts  an d  th e  A m eri­
can  In s t i tu te  of A cco u n tan ts  an d  such  
o rg an iza tio n s  a s  th e  A m erican  B an k e rs  
A ssocia tion , A m erican  E x p o rts  an d  Im ­
p o r te rs  A ssocia tion , A m erican  Society  
of C ivil E n g in ee rs , N a tio n a l A ssocia­
tio n  of C red it M en an d  N a tio n a l A sso­
c ia tio n  of P u rc h a s in g  A gen ts.
A rb itra tio n  is  ah  u n c e r ta in  rem ed y  
fo r  th e  s e ttle m e n t of b u s in ess  con­
tro v e rs ie s  in  th e se  37 S ta te s  because 
an  a g re e m e n t to  a rb i tr a te  a  d isp u te  
la te r  a r is in g  o u t o f a  c o n tra c t m ay  be 
re p u d ia te d  by  e i th e r  p a r ty  an d  no p ro ­
v is ion  is m ade  to  secu re  th e  a ss is tan ce  
of th e  c o u rts  to  com pel th e  a rb i tra tio n  
to  proceed . In  seven  S ta te s  —  New 
Y ork , N ew  Je rsey , M assach u se tts , C ali­
fo rn ia , P en n sy lv an ia , O regon a n d
L o u is ian a— as w ell as u n d e r  th e  F e d ­
e ra l  A rb itra tio n  A ct, such  an  a rb i tr a ­
tio n  a g re e m e n t is effective in su ran ce  
a g a in s t litig a tio n , since  i t  b a rs  a n  ac­
tio n  a t  law  ov er a  co n tro v ersy  a r is in g  
o u t o f th e  c o n tra c t an d  re q u ire s  th e  
p a rtie s  to  se ttle  i t  by a rb itra tio n . As 
a  re s u lt,  b u siness m en  in  N ew  Y ork , 
P h ila d e lp h ia , B oston , San F ran c isco  
an d  o th e r  c itie s  in  th e  seven  S ta te s  
m en tio n ed , have  m any  econom ic a d ­
v a n ta g e s  over th o se  in  such  c itie s  a s  
S t. L ou is, C hicago, S ea ttle  an d  Cleve­
la n d  an d  in  a ll  th e  o th e r  S ta te s  be­
cau se  of th e  in a d e q u a te  o r lim ited  a rb i­
t r a tio n  s ta tu te s  in  su ch  S ta te s .
T he e n a c tm e n t of th e  D ra f t S ta te  
A rb itra tio n  A ct in  a ll  of th e  S ta te s  
w ou ld  rem ove th e se  g eo g rap h ica l b u s i­
n ess h an d icap s . A ll a rb i tra tio n  a g re e ­
m en ts  w ou ld  th e n  be u n ifo rm ly  ap ­
p licab le  th ro u g h o u t th e  co u n try , and  
com m erc ia l d isp u tes  w ou ld  b e  se ttle d  
speed ily , inexpensively  an d  w ith  fina l­
ity .
B riefly  su m m arized , th e  D ra f t A ct 
p rov ides a s  fo llow s:
1. W hen  p a r t ie s  v o lu n ta r i ly  a g re e  to  
a rb i tr a te  a ll f u tu re  d isp u te s  a r is in g  o u t 
of a  c o n tra c t an d  in s e r t  a  c lau se  to  th a t  
effect, o r  su b m it to  a rb i tr a t io n  a n  ex­
is tin g  d isp u te , such  ag re e m e n ts  a re  
v a lid , ir rev o cab le  a n d  en fo rceab le  in  
th e  sam e m a n n e r  a s  an y  o th e r  a g re e ­
m en t.
2. W h en  a  p a r ty  to  such  an  a g re e ­
m e n t fa ils , re fu se s  o r  n eg lec ts  to  p ro ­
ceed w ith  th e  a rb i tra tio n , th e  C o u rt 
w ill d ire c t h im  to  do so.
3. W h en  a  p a r ty  b rin g s  an  ac tio n  in  
C o u rt on a  d isp u te  a r is in g  o u t o f such  
a  co n tra c t, th e  C o u rt w ill s ta y  th e  tr ia l  
u n ti l  th e  a rb i tra tio n  h as  been  con­
c luded .
4. In  o rd e r  to  exped ite  th e  p roceed ­
ings, a rb i tr a to r s  a re  em pow ered  to  ho ld  
h ea rin g s , sum m on w itn esses  an d  o rd e r  
th e  p ro d u c tio n  of books an d  papers .
5. W h en  a  p a r ty  re fu se s  to  com ply  
w ith  o r p e rfo rm  a n  aw ard , th e  C o u rt is  
re q u ire d  to  e n te r  ju d g m e n t th e reo n , 
u n less  th e re  is p ro o f of m isco n d u ct o r  
b ia s  by  th e  a rb i tr a to r s  o r if  th ey  h av e  
exceeded th e i r  a u th o r ity .
6. T h e  ju d g m e n t on  an  aw a rd  is exe­
cu ted  in  th e  sam e m a n n e r  as a  ju d g ­
m e n t in  a n  ac tion .
7. T he aw a rd  is fina l as to  th e  m e r its  
of th e  co n tro v e rsy  an d  th e  C o u rt can ­
n o t rev iew  th e  fac ts  o r re n d e r  a  n ew  
decision .
8. Q u ick  an d  decisive ac tio n  is a s­
su red  on a ll  ap p lica tio n s  to  th e  C o u rt, 
a s  “ m o tio n s”  a re  n o t g en e ra lly  su b je c t 
to  th e  u su a l c a le n d a r  de lays.
C opies o f th e  D ra f t A rb itra tio n  A ct 
c an  be o b ta in ed , w ith o u t ch a rg e , fro m  
th e  A m erican  A rb itra tio n  A ssoc ia tion  
a t  342 M adison Avenue, New Y ork City.
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Questions and Answers Department
Q uestion : Shou ld  S in k in g  F u n d  In ­
v estm en ts  be show n  on  th e  B alance 
S heet as an  a sse t o r  as a  d ed u c tio n  from  
B onds P ay ab le?
A nsw er: C has. B. C ouchm an  in  h is 
book “ T he B alance  S h ee t” m akes th e  
fo llow ing  s ta te m e n t in  re sp ec t to  th e  
m ethod  of d isp lay in g  th e  s in k in g  fu n d  
on th e  b a lan ce  sh e e t (p ag e  9 5 ) .
“ T he to ta l  of a  s in k in g  fu n d  a t  any  
tim e  m ay  co n sis t of fo u r  c lasses of a s­
se ts : (1 ) cash , (2 )  secu ritie s  of th e  
issue p ro te c te d  by  th e  s in k in g  fu n d , (3 ) 
o th e r  secu r itie s  an d  (4 )  accru ed  in ­
te re s t.
“ I t  is seldom  necessa ry  to  p re s e n t an  
analy sis  of th e  s in k in g  fu n d  on th e  b a l­
ance sh ee t, b u t if such  an  a n a ly s is  is 
m ade th e  am o u n ts  of th e  v a rio u s  e le­
m en ts as g ro u p ed  above m ay  be in d i­
ca ted  by in d en tio n , c a rry in g  th e  to ta l  
in to th e  final a sse t co lum n. I t  is som e­
tim es d es irab le  to  d isp lay  th e  a m o u n t 
of th e  s in k in g  fu n d  re p re se n te d  by th e  
secu rities  of th e  issue  p ro tec ted  by th e  
fund , even if no fu r th e r  an a ly s is  is 
m ade. T h is m ay  be show n  as a lre ad y  
ind ica ted , o r th e  item  m ay  be b ro u g h t 
over to  th e  o th e r  side  of th e  ba lance  
sh ee t an d  d ed u c ted  fro m  th e  bond is ­
sue, as is done in  th e  case of T re a su ry  
bonds.
“F o r  in s tan ce , a  s in k in g  fu n d  con­
ta in in g  a ll th e  e lem en ts  m en tio n ed  
above m ig h t a p p e a r  in  any  of th e  fo l­
low ing w ays:
(1 )  B o n d  s in k in g  f u n d  . .  $200,000
(2 )  B o n d  s in k in g  f u n d :
T r e a s u r y  b o n d s  . .  $100,000 
C a s h  a n d  o th e r  s e ­
c u r i t ie s  ..................  100,000
-------------- $200,000
(3 )  B o n d  s in k in g  fu n d  . .  200,000
L e s s  T r e a s u r y  
b o n d s  d e d u c te d
c o n t r a  ....................  100,000
--------------  100,000
“ B u t on th e  lia b il ity  side w ould  
ap p ea r:
B o n d  is s u e  ..............................  $500,000
L e ss  b o n d s  r e a c q u i r e d
a n d  h e ld  in  s in k in g
f u n d  ......................................  100,000
--------------- $400,000
(4 )  B o n d  s in k in g  f u n d :
C a s h  ............................  49,000
A c c ru e d  in t e r e s t  . 1,000 
T r e a s u r y  b o n d s  . .  100,000 
O th e r  s e c u r i t ie s  . .  50,000
------------------ 20 0 ,0 0 0
“I t  w ill be n o ted  th a t  u n d e r th e  above 
m ethods th e  bonds w ill a p p ea r a t  th e  
full am o u n t on th e  liab ility  side of th e  
balance-sheet, except u n d e r th e  th ird  
m ethod, in  w hich  th e  b onds rea cq u ire d  
and he ld  in  s in k in g  fu n d  a re  deduc ted  
both from  th e  s in k in g  fu n d  an d  from  
the  bond is su e .”
E d itor, W . T. SUNLEY, C. P . A . (M ich.) 
E d ucational D irector, In tern ation al 
A ccountants Society , Inc.
N ote: F ro m  tim e  to  tim e  “ T he C erti­
fied P u b lic  A cco u n tan t” receives from  
its  re a d e rs  in q u irie s  reg a rd in g  tech n ica l 
acco u n tin g  m a tte rs . I t  h as  now  been 
decided to  cen tra lize  th e  h a n d lin g  of 
such  questio n s in  a  d e p a rtm e n t to  be 
know n as th e  Q uestions an d  A nsw ers 
D ep artm en t, an d  to  pub lish  each  m on th  
in  “ The C ertified  P u b lic  A cco u n tan t” 
som e of th e  m ost in te re s t in g  p rob lem s 
an d  questio n s to g e th e r  w ith  th e  
answ ers.
In  o rd e r  to  o b ta in  a w ide ra n g e  of 
op in ion , p a r t ic u la r ly  in  re sp ec t to  con­
tro v e rs ia l m a tte rs , som e of th e  in ­
q u iries  w ill be su b m itted  to  v a rio u s 
m em bers of th e  Society, an d  a  con­
sensus o r d iv ers ity  of op in ion  secured .
T he w rite r , w ho h as  been appo in ted  
e d ito r  to  h a n d le  th e  w o rk  of th e  de­
p a rtm e n t, issu es  a m ost co rd ia l in v ita ­
tio n  to  a ll re a d e rs  to  su b m it any  in ­
q u irie s  o r  p rob lem s of a  tech n ica l 
n a tu re  th a t  th ey  w ish  d iscussed  o r  
answ ered .
W . T. Sunley .
T he fo llow ing  an sw ers  p re sen t in te r ­
e sting  v iew s on th e  su b jec t:
1. I f  th e  in v es tm en ts  a re  h e ld  by th e  
c o rp o ra tio n  an d  a re  su b jec t to  be w ith ­
d raw n  fro m  th e  fu n d  a t  th e  w ill of the  
co rpo ra tion , I  w ould show  th em  as a s­
sets, as b e in g  tin d e r co n tro l of th e  cor­
p o ra tio n . I f  th e  in v es tm en ts  a re  he ld  
by a  tru s te e  and  can  on ly  be used  fo r 
th e  pu rpose  of re t ir in g  th e  bonds, I 
w ould  show  th em  as a  deduc tion  from  
bonds payab le  since th e y  a re  n o t u n d e r 
c o n tro l by th e  co rp o ra tio n .
2. T h is questio n  is an  in te re s tin g  
one an d  th e re  seem s to  be som e d iv er­
s ity  of m ethod  in  p rac tice . I favo r 
show ing  th e  s in k in g  fu n d  in v es tm en ts  
as asse ts , except in  resp ec t to  secu ri­
tie s  th a t  a re  a  p a r t  o f th e  issue  p ro ­
tec ted  by th e  s in k in g  fund . S ecurities 
of th is  la t te r  type, w hen  th ey  a re  p rac ­
tica lly  re tire d , m ay  be deducted  from  
th e  lia b ility  acco u n t of w hich  th ey  a re  a 
p a rt .
T he fo llow ing  exam ples from  p u b ­
lished  ba lance  sh ee ts  a re  also in te re s t­
ing.
T he U n ited  S ta tes  S teel C o rpo ra tion  
in  its  C onso lidated  G enera l B alance 
S heet o f D ecem ber 31, 1927, show s th e  
fo llow ing  item s u n d e r a h ead in g  of 
“ S ink ing  an d  R eserve  F u n d  A sse ts” :
S I N K IN G  A N D  R E S E R V E  F U N D  
A S S E T S
C a s h  r e s o u rc e s  h e ld  b y  t r u s ­
te e s ’ a c c o u n t  o f  b o n d  s in k in g
fu n d s  ................................................  $1,720,294.55
( T r u s te e s  a ls o  h o ld  $229,-
384,000 o f  re d e e m e d  b o n d s , 
n o t  in c lu d e d  a s  l ia b i l i t i e s  in  
th i s  b a la n c e  s h e e t )
C o n tin g e n t  f u n d  a n d  m is c e l­
la n e o u s  a s s e t s  ............................  3 ,834,586.91
I n s u r a n c e  a n d  d e p re c ia t io n  
fu n d  a s s e t s  ( in c lu d e s  b o n d s  
a v a i la b le  f o r  f u tu r e  s in k in g  
f u n d  r e q u ir e m e n ts )  :
S e c u r it ie s *  . .  $92,818,368.92
C a s h  ................ 3 ,078,791.09
----------------------  95,897,160.01
101,452,041.47
*N o t e : T h e re  a r e  n o t  in c lu d e d  in  t h i s  i te m  
c a p i ta l  o b l ig a t io n s  o f  s u b s id ia r y  c o m p a n ie s  
a m o u n t in g  to  $43,615,365.54 h e ld  in  th e s e  
fu n d s , a s  s u c h  o b l ig a t io n s  a r e  e x c lu d e d  f r o m  
l ia b i l i t i e s  in  th i s  c o n s o lid a te d  b a la n c e  sh e e t.  
S u c h  s e c u r i t ie s  w e re  a c q u i r e d  d i r e c t  b y  
U n ite d  S t a t e s  S te e l C o rp o ra t io n  f r o m  th e  
s u b s id ia r ie s .
T he R ep u b lic  Iro n  an d  S tee l Com ­
p an y  in  its  B alance  S hee t of D ecem ber 
31, 1927, show s u nder th e  A ssets—
C a s h  d e p o s ite d  w i th  t r u s t e e s . .  $9,242.30
an d  u n d e r  th e  L iab ilitie s
10-30 y e a r  5 p e r  c e n t  s in k in g  
f u n d  m o r tg a g e  g o ld  b o n d s —
( to t a l  a u th o r iz e d  is s u e  $25,-
000, 000.0 0 ) :
T o ta l  is s u e d  ......................................  $20 ,869,000.00
L e s s : B o n d s  re d e e m e d  a n d  
c a n c e lle d  ......................................... 10 ,707,000.00
10 ,162,000.00
R e f u n d in g  a n d  g e n e r a l  m o r t ­
g a g e  s in k in g  fu n d  5½ p e r  
c e n t  g o ld  b o n d s — ( t o t a l  a u ­
th o r iz e d  iss u e  $15 ,000,-
0 0 0 .0 0 ) :
T o ta l  is s u e d  ......................................  $15 ,000,000.00
L e s s :
B o n d s  p u rc h a s e d  
f o r  s i n k i n g
f u n d  ..................  $1,465,000.00
B o n d s  h e ld  in
T r e a s u r y  ------  5 ,000,000.00
----------------------  6 ,465,000.00
8 ,535 ,000.00
T hese  exam ples a re  in d ica tiv e  of 
m e th o d s used  in  p rac tice .
S olu tion
Solution  to  problem  in  A ccounting, 
T h eo ry  a n d  P ra c tic e — C onnec ticu t E x ­
am in a tio n  Q uestions, N ovem ber, 1928 , 
(p r in te d  on page  23 of th e  J a n u a ry  
issu e .)
P roced u re o f S o lu tion
F o r  th e  so lu tio n  o f  p ro b lem s o f th i s  
ty p e  som e a c c o u n ta n ts  advoca te  a  fo rm  
of w o rk in g  sh ee t. H ow ever, th i s  
m e th o d  is  n o t ab so lu te ly  e s s e n tia l
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where the statem ent of application of 
funds can be secured readily from  the 
comparative balance sheets. The in­
creases and decreases in the compara­
tive balance sheets furnish the data 
necessary for the statem ent.
Although in recent years there has 
been some discussion regarding a 
change in the general form of the 
statem ent of application of funds, it 
does not seem likely th a t examiners de­
sire the candidate to subm it his solu­
tion to an examination problem in any 
form other than the one th a t has been 
in use for a number of years. I t  is 
probably true th a t the application of 
funds statem ent is not often found as 
a separate statem ent in audit reports. 
Auditors, recognizing the difficulty 
which clients would be likely to experi­
ence in attem pting to read a statem ent 
of this type, usually furnish the infor­
mation in the form of running com­
ment in the letter part of the audit re­
port. However, the statem ent furnishes 
an excellent method for C. P. A., exam­
iners to determine whether the candi­
date for the C. P. A. certificate under­
stands what items enter into the make­
up of the statem ent and how the state­
ment is balanced.
In this problem, the item of Treas­
ury notes presents a somewhat perplex­
ing situation in respect to its classifi­
cation. If the item represents a tem ­
porary investment, say in the latter 
part of 1926, of funds which were for­
merly invested in current assets with 
the anticipation th a t the notes would 
be sold shortly and the money rein­
vested in current assets, it would prob­
ably be better practice to trea t this item 
as a part of the current assets and to 
show it in the statem ent in respect to 
working capital. On the other hand, 
if  the item represents a fund which has 
been accumulated for a particular pur­
pose such as the additional buildings, 
machinery, and equipment purchased 
during 1927, then it should be shown 
as a separate item in the sources of 
funds. For example, if during 1926, 
capital stock in the amount of $100,000 
has been sold and the pr oceeds invested 
temporarily in Treasury notes until the 
time when the expenditure was to be 
made for the additional buildings and 
machinery, then the Treasury notes may 
be included as a separate item under 
funds provided.
The question also might be raised 
th a t the item of Federal taxes paid 
should be shown as a reduction of the 
net income; or tha t if the item repre­
sents taxes in respect to 1926 income, 
the current liabilities as of December 
31, 1926, should be increased by this 
amount representing accrued Federal 
income tax. But it  may be tha t the 
item represents the paym ent of a defi-
NOTES
Main Topics, Volume I, Number 1, 
has come to our, desk as the first issue 
of a new monthly publication which 
will naturally  be the house organ of 
Main & Company.
The editorial in the first issue is 
presented under the heading, “Truth 
and Understanding.” The closing para-
ciency assessment dating back several 
years, in which case it  would be ap­
propriate to show it as an application 
of funds.
Since the item appears as a separate 
item in the analysis of surplus it seems 
logical th a t it  is intended to represent 
an expenditure which is not properly 
chargeable to the 1927 income and 
could be shown as a separate item in 
the application of funds statement.
Progressive Manufacturing Company 
STATEMENT OF APPLICATION OF 
FUNDS
For Year Ending December 31, 1927
Funds Provided:
From net profit for year ending 
Dec. 31, 1927 ................................. $90,000
From depreciation charged against 
profits ................................................ 20,000
From sale of Treasury notes........... 100,000
From sale of capital stock............... 100,000
Total ................................................ 310,000
Applied as Follows:
To payment of Federal taxes . . . . $4,000
To payment of d iv id en d s............... 24,000
To Additions to Fixed Properties:
Land ................................. $40,000
Buildings ........................  110,000
Machinery and equip­
ment ............................  95,000
245,000
To increase in working capital 
(see statement following) ......... 37,000
Total ..............................................  310,000
graph reads; “Every publication must 
have a purpose. That of ‘Main Topics’ 
is to assist its readers to observe ac­
curately, to the end that they may as­
certain tru th , perfect practice and 
judge correctly. In doing this, we add 
one jot or tittle  to the known tru th , 
we shall have succeeded.”
Long life to the infant magazine!
Of course, at the season of the year 
when presidents are inaugurated ac­
countants are busy, so we do not an­
ticipate tha t many of our members or 
readers will be in Washington on March 
4th to see Hoover and Curtis inaugur­
ated, however, some of their clients or 
other friends may decide to witness the 
spectacle. In view of the fact th a t a  
former president of The American So­
ciety, James A. Councilor, is Chairman 
of the Committee on Budget and Audit, 
and the Secretary of the Society is serv­
ing as vice chairman, we will be able 
to assist any of the friends of our 
members in securing as desirable seats  
in which to witness the affair as are 
available when the decision is made. 
Grandstand seats will be on sale a t 
prices ranging from $3.00 to $10.00 
each, and any orders sent to the Sec- 
retary, accompanied with the amount 
needed for the number and type of seats 
desired, will be immediately filled and 
cared for by the best available seats at 
th a t time of the class desired.
H arry H. Meisner, C. P. A., of De­
troit, Michigan, cooperating with Abram 
R. Simon, an attorney, has just com­
pleted a merger of the Michigan Screw 
Company of Lansing and the Federal 
Screw Company of Detroit, Simon car­
ing for the legal end of the m atter and 
Meisner handling the accounting end.
INCREASE IN WORKING CAPITAL
Dec. 31, Dec. 31,
Current Assets. 1926. 1927. Increases. Decreases.
Cash ........................................................................  $25,000 $15,000 $10,000
Accounts receivable ............................................ 60,000 85,000 $25,000
Inventories .............................................................  150,000 225,000 75,000
Prepaid expenses ................................................  3,000 5,000 2,000
Totals .............................................................  238,000 330,000 102,000 10,000
:  — - = =  1 0 ,0 0 0
Increase in current assets ..................................................................................92,000
Current Liabilities.
Notes payable ......................................................  $5,000 $50,000 $45,000
Accounts payable ................................................ 20,000 30,000 10,000
Totals .............................................................  25,000 20,000 55,000 $.
Increase in current liabilities .................... 55,000
SUMMARY
Increase in current assets ............................................................................................................. $92,000
Increase in current liabilities ...................................................................................................... 55,000
Increase in working capital ..................................................................................................  37,000
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What Can the Public Accountant Do for You?
T H E  C ertified  P u b lic  A ccoun tan t ta k e s  no sm all m easu re  of p rid e  in  h is c o n tr ib u tio n  to 
business p ro g ress . T he reco g n itio n  
ach ieved  by h im  is th e  re s u lt  of h is 
filling  a v ita l p lace in  th e  m ach in e ry  of 
business. T h e  g ro w th  an d  p ro sp e rity  of 
o u r co u n try  have been  la rg e ly  a m a tte r  
of th e  deve lopm en t of A m erican  b usi­
ness and  in d u s try , th e  o rd e rly  process 
of w hich is d ep en d en t am ong  o th e r  of 
th e  sciences, upon  p ro p e r  accoun ting . 
The go lden  age  of every  n a tio n , an c ie n t 
o r m odern , h as  fo llow ed th e  develop­
m en t of its  com m erce. O ur schools 
and  colleges, th e  cu ltiv a tio n  of th e  fine 
a rts , th e  im proved  s ta n d a rd s  of liv ing , 
a re  m ade possib le  by  th e  f ru its  of com ­
m erce, an d  th e  a c c o u n ta n t is no sm all 
cog in  th e  m ach inery .
A ccoun tan ts  a re  g en e ra lly  classified 
as p riv a te  an d  pub lic . A cco u n tan ts  in  
p r iv a te  em p loym en t ra n g e  fro m  book­
k eepers to  co m p tro lle rs  an d  as a  c lass 
a re  d ese rv in g  th e  re sp ec t an d  notice 
w hich th e  im p o rtan ce  an d  in te g r i ty  of 
th e ir  d u tie s  su g g est. My su b jec t, how ­
ever, re la te s  to  th e  pub lic  a cco u n tan t, 
his d u tie s  as a u d ito r , th e  im p o rtan ce  
of h is  re p o r ts  an d  certifica tes , h is  em ­
p loym ent in  th e  in s ta lla t io n  of a cco u n t­
ing  system s, specia l in v es tig a tio n s  and  
th e  p re p a ra tio n  of incom e ta x  an d  o th e r 
ta x  re tu rn s , h is  fu n c tio n s  in  re p re se n t­
ing  th e  tax  p ay e rs  in  acco u n tin g  m a t­
te rs  befo re  th e  v a rio u s  g o v ern m en ta l 
b u reau s  an d  th e  U. S. B oard  of T ax Ap­
peals, an d  as e x p e rt w itness  in  tr ia ls  
before th e  S ta te  an d  F e d e ra l C ourts .
B ecause o f its  ra p id  g ro w th  in  re cen t 
years , o u r c a llin g  is f re q u e n tly  re fe rre d  
to as th e  y o u n g est of th e  p ro fessions, 
b u t it  h ad  its  b eg in n in g s  in  p reh is to r ic  
tim es and  y ie lds n o th in g  to  law , m ed i­
cine, o r an y  of th e  recogn ized  p ro ­
fessions, in  th e  m a tte r  of age. R e­
search  show s th a t  accoun tancy  is 
deeply  ro o ted  in  th e  past. V ery  old 
ta b le ts  fo u n d  in  A ssyria  p rove  th e  ex­
is tence  of a cco u n tan ts  as long  ago as 
464 B. C. T he ta x  g a th e re rs  th e n  p e r­
form ed th e  jo in t  d u tie s  of co llec to r and  
public a cco u n tan t. T h ere  a re  in d ica ­
tions of th e  ex is tence  of p ro fe ss io n a l ac­
c o u n tan ts  as e a r ly  as th e  y e a r  831 A.
D. In  th e  fo u r te e n th  ce n tu ry  in  I ta ly  
double e n try  b o o k k eep in g  w as re g u la r ly  
em ployed. A com plete  tr e a tis e  on 
double e n try  bo o k k eep in g  w as p u b ­
lished  in  V enice in  th e  y ea r 1494. 
R ecen t t r a n s la t io n s  of th is  book  by 
L ucas P ac io li m ay  be p u rch ased  and  
read  w ith  profit. I t  is re m a rk a b le  fo r  
its com pleteness.
Only in o b ta in in g  leg a l reco g n itio n  
can th e  p ro fession  of pub lic  acco u n tin g
B y FR ED ER IC  A . TILTON, C. P . A .
R ep re sen tin g  th e  M ichigan A ssocia­
tio n  of C ertified  P u b lic  A ccoun tan ts , 
d e liv ered  over s ta tio n  W JR , N ovem ber
27, 1928, in th e  U nion T ru s t C om pany 
rad io  se ries.
be considered  new . In  M ichigan, th e  
firs t C ertified  P u b lic  A cco u n tan t law  
w as en ac ted  in  th e  y ea r 1905. T his 
law  re s tr ic te d  th e  use of th e  ti t le  to 
such  in d iv id u a ls  as w ere  qualified  u n d e r 
th e  ac t. In  1925, th e  le g is la tu re  passed  
a law  re g u la tin g  an d  defin ing  th e  p ra c ­
tice  of pub lic  a cco u n tin g  so th a t  only 
such  p erso n s as a re  re g is te re d  m ay 
p rac tice . T he M ichigan law  is g en ­
e ra lly  considered  to  be th e  m ost fo r ­
w ard  look ing  of an y  s ta te  fo r th e  p ro ­
tec tio n  of b o th  th e  pub lic  an d  th e  p rac ­
titio n e r . A t the  tim e of th e  en ac tm en t, 
a considerab le  n u m b er w ere  p rac tic in g  
w ho, th o u g h  com peten t, h ad  n o t q u a li­
fied as C ertified  P u b lic  A ccoun tan ts. 
T hese w ere  recogn ized  and  a llow ed to 
use th e  ti t le  of P u b lic  A cco u n tan t or 
th e  in itia ls  P . A. Now i t  is necessary  
in  o rd e r  to  e n te r  th e  p rac tice  of public  
a cco u n tin g  to  ta k e  a r ig id  ex am in a tio n  
an d  o th e rw ise  q u a lify  as C ertified  P u b ­
lic A ccoun tan ts . P ro v is io n  is of course 
m ade  fo r  th e  s ta tu s  of a s s is ta n ts  w ho 
m ay le a rn  th e  p ro fession  an d  p rac tice  
u n d e r  th e  su p erv is io n  o r in  th e  office 
of qualified  p rac titio n e rs .
W ith  few  excep tions, th e  la rg e  an d  
m o d e ra te ly  la rg e  businesses as w ell as 
m an y  sm all concerns u tilize  th e  serv ices 
of C ertified  P u b lic  A ccoun tan ts  re g u ­
la r ly . T h is inc ludes au tom ob ile , p u b ­
lic u ti li ty , b an k s  an d  t r u s t  com panies, 
au to -accesso ry , b u ild in g  an d  loan , p a ­
p er, stee l, sh ip  b u ild in g , ru b b e r , re a l 
e s ta te  and  th e  e n tire  l is t  of in d u s tr ie s  
too  n u m ero u s  to  m en tion . T he a n n u a l 
o r p u b lish ed  re p o r ts  of th e  m ore  p ro ­
g ressive  com panies show  a  ce rtif ica te  
signed  by a C ertified  P u b lic  A ccoun tan t 
to th e  effect th a t  th e  books and  ac­
co u n ts  have  been  au d ited  an d  th a t  
in  th e  op in ion  o f th e  firm  of a cco u n t­
a n ts  th e  b a lan ce  sh ee t an d  incom e ac­
co u n t a re  com plete  an d  co rrec t an d  re ­
flect th e  tru e  co n d itio n  of th e  com pany’s 
affa irs . Som etim es th e  certif ica te  is 
qualified , b u t m ore  o ften  n o t, depend ­
in g  upon  th e  co n d itio n  of th e  c lie n t’s 
a ffa irs  an d  th e  lim ita tio n s  su r ro u n d in g  
th e  a u d ito r ’s w ork . To enab le  th e  ac­
c o u n ta n t to  s ign  an  unqualified  s ta te ­
m en t he  m u s t rev iew  w ith  g re a t care  
an d  th o ro u g h n ess  th e  financial reco rds 
of th e  b usiness. E ach  item  of asse ts  
an d  l ia b il i t ie s  in c lu d in g  in v en to rie s  and  
incom e an d  expenses m u s t be verified
an d  com prehensively  tes ted .
In v e s tm e n t b a n k e rs  in  offering  new  
issues of secu ritie s  re g u la r ly  m en tio n  
th e  fa c t th a t  th e  ba lance  sh ee t and  
e a rn in g s  of th e  en te rp rise  w hose stock  
o r o th e r  se c u r ity  is offered have  been 
certified  by such  and  such  a  firm  of  
C ertified  P u b lic  A ccoun tan ts . T hey 
re ly  upon  th e  im p a rtia l find ings of th e  
a c c o u n ta n t in  th e  p u rch ase  of secu ri­
ties. T he a c c o u n ta n t’s ce rtif ica te  is 
th e  b es t ev idence th ey  can  offer to  th e ir  
cu s to m ers  of th e  accu racy  an d  in te g rity  
of th e  re p o r te d  a sse ts  an d  ea rn in g s .
T he F e d e ra l R ese rv e  an d  m em ber 
b an k s  en cou rage , an d  som e re q u ire , th e  
in d ep en d e n t a u d it  in  m ak in g  loans an d  
d iscoun ts.
In  th e  ea rly  days th e  p ub lic  acco u n t­
a n t ’s d u tie s  w ere  m ore lim ited . H is 
em p loym en t re la te d  m ore  to th e  d is­
covery  of sh o rtag es  an d  em bezzlem en t 
o r o th e r  d ish o n esty  of tr u s te d  em ­
ployees. T h a t fe a tu re  now  co n s titu te s  
on ly  a  sm all p a r t  of o u r w o rk  b u t, u n ­
fo r tu n a te ly , w e do som etim es have  th e  
u n p le a sa n t d u ty  of re p o r tin g  a  d efa lca ­
tio n  an d  d e te rm in in g  th e  am o u n t th e re ­
of.
A n im p o rta n t b ra n c h  of o u r w ork  
is to  devise and  in s ta ll  new  system s of 
acco u n tin g  an d  rev ise  an d  im prove ex­
is tin g  sy stem s of b o th  g en e ra l acco u n ts  
an d  cost accoun ts.
T he w ork  o f th e  C ertified  P u b lic  Ac­
c o u n ta n t in  p re p a r in g  incom e ta x  re ­
tu rn s  an d  h is  d u tie s  in  ad v is in g  an d  d e ­
fen d in g  th e  tax p ay e r a g a in s t u n law fu l 
c la im s h av e  b ro u g h t to  th e  p ro fession  
p e rh ap s  its  g re a te s t d is tin c tio n . In  th is  
connection , th e  U. S. B oard  of T ax Ap­
p ea ls  h a s  p ro v id ed  fo r ad m issio n  of 
th e  C ertified  P u b lic  A cco u n tan t to  p ra c ­
tice  b e fo re  th a t  body on a p a r  w ith  a t­
to rn ey s.
P u b lic  a tte n tio n  shou ld  be called  to 
th e  im p o rtan ce  of b u d g e ts  in  p e rso n a l 
and  g en e ra l b usiness an d  th e  need  of 
m ore g en e ra l use of public  a cco u n tan ts  
by th e  city , s ta te , an d  o th e r  gov ern ­
m en ta l bodies. I f  i t  is a  good th in g  
fo r p r iv a te , i t  sh o u ld  be fo r pub lic  
business. C itizens shou ld  in s is t on a 
perio d ica l a u d it by  recogn ized  pub lic  
acco u n tan ts  of a ll pub lic  funds .
E v ery  a u d it shou ld  be a  th o ro u g h  
au d it. Choose y o u r a u d ito r  w ith  th e  
sam e care  th a t  you w ould  choose y o u r 
b a n k e r , fo r a  m an  is know n  by  th e  com ­
p an y  he  keeps. A good nam e is ra th e r  
to  be chosen  th a n  g re a t riches, b u t 
p e rh ap s  you can  o b ta in  b o th . Success 
is a b ility  m u ltip lied  by  c ircu m stan ce , 
an d  h e re  is one c ircu m stan ce  you can 
co n tro l, fo r  th e  C ertified  P u b lic  Ac­
c o u n ta n t is w ith in  th e  reach  of a ll.
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Installment Basis of Accounting According to 
Federal Income Tax Procedure
ON E of th e  u n u su a l p rob lem s th e  a c co u n tan t en co u n te rs  is th e  p lac ing  of th e  acco u n ts  of a 
d e a le r in  p e rso n a l p ro p e r ty  do ing  b u si­
ness on th e  in s ta llm e n t basis, on such  
basis, as p e rm itte d  by th e  19 26 and
1928 R evenue  A cts, w hen  th e  books 
have  been k e p t on  th e  o rd in a ry  ac­
c ru a l basis.
T he ru le  in  b o th  ac ts  g iv ing  th e  
p riv ileg e  of r e tu rn  on th e  in s ta llm e n t 
p lan  is th a t  th e  tax p ay e r re g u la r ly  sells 
o r  o th e rw ise  d isposes of p e rso n a l p ro p ­
e r ty  on  th e  in s ta llm e n t p lan , an d  in 
su ch  case, m ay  r e tu rn  as incom e in  any  
tax ab le  y e a r  th a t  p ro p o r tio n  of th e  in ­
s ta llm e n t pay m en ts  a c tu a lly  rece ived  in 
th a t  y ea r w h ich  th e  g ro ss p ro fit re a ­
lized or to  be rea lized  w hen  p ay m en t is 
com pleted , b ea rs  to  th e  to ta l c o n tra c t 
price.
A n o th e r fe a tu re  of b o th  ac ts  deals 
w ith  sa le  of re a lty  an d  casu a l sa les  of 
p e rso n a lty  w ith  w h ich  we sh a ll n o t con­
cern  ou rse lves in  th is  a rtic le .
B efore p re se n tin g  an d  so lv ing  a  con­
c re te  p rob lem , le t us co nsider c e rta in  
ph ases of th is  p a r t ic u la r  ty p e  of ac­
c o u n tin g  as affected  by th e  R evenue 
A cts, B oard  of T ax A ppea ls’ D ecisions, 
e tc ., p a r t ly  bo rrow ed  fro m  P re n tic e -  
H all, Inc.
No defin ite  ru le  is p resc rib ed  in  th e  
law  o r  re g u la tio n s  as th e  p e rcen tag e  of 
in s ta llm e n t sa le s  to  th e  to ta l  y e a r ’s 
sa les w hich  is n ecessa ry  fo r  c lassifica­
tio n  a s  a  d e a le r on th e  in s ta llm e n t p lan , 
b u t i t  is probable th a t  if  a  deale r in  p e r­
sona l p ro p e r ty  h a s  sa les  on  th e  in s ta ll­
m e n t basis, an d  if su ch  sa le s  c o n s titu te  
a  su b s tan tia l p a r t  of h is  business, a re  
in  a sep a ra te  an d  d is tin c t d e p a rtm e n t, 
an d  g ro ss p e rcen tag es  can  be a c cu ra te ly  
a sce r ta in ed , th a t  p o rtio n  of th e  b u si­
ness m ay be repo rted  on th e  in s ta llm en t 
p lan  basis.
No d is tin c t a cco u n tin g  fo r  each  sa le  
need be k e p t a s  to  a m o u n t of th e  dow n 
p ay m en ts , once i t  is d e te rm in ed  th a t  
th e  sa le s  a re  re p o r ta b le  on  th e  in s ta l l­
m e n t p la n  basis . W h e th e r  i t  is 10 or 
20 p e r  c en t dow n, an d  th e  b a lan ce  $1 a 
w eek  o r  $ 10 a  w eek , is  im m a te ria l.
A m ended  re tu rn s  m ay  be  filed w ith ­
in  th e  perio d  of lim ita tio n  fo r  an y  p rio r  
y e a r  w h e re  th e  books of th e  d e a le r in  
p e rso n a l p ro p e r ty  co n ta in  a d e q u a te  in ­
fo rm a tio n  so th a t  th e  r e tu rn s  m ay  be 
m ade o u t on th e  in s ta llm e n t p lan  basis.
W h ere  re tu rn s  a re  filed in  w hich  th e  
in s ta llm e n t b as is  of co m p u tin g  incom e 
is cla im ed , n o t on ly  m u s t th e  books of
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acco u n t co n ta in  a d e q u a te  in fo rm a tio n  
an d  show  th a t  th e y  w ere k e p t so th a t  
incom e can  be accu ra te ly  co m pu ted  on 
th e  in s ta llm e n t basis, b u t seg reg a tio n  
an d  co m p u ta tio n s  of incom e m u s t be 
m ade  by  tax p ay e r an d  m u s t be su p ­
p o rted  by such  ana ly ses  o r schedu les as 
w ill p e rm it re ad ily  of v e rifica tion  w ith  
th e  books of o r ig in a l e n try . T h is re ­
q u ire m e n t sh a ll app ly  to  d ea le rs  in  re a l 
and  p e rso n a l p ro p e r ty  a lik e . Mim. 
3511 ; C. B. Ju n e , 1927, p. 40. To 
sam e effect as to  re a l e s ta te  d ea le rs  
w ho o rig in a lly  re p o r te d  on th e  acc ru a l 
basis. G. C. M. 1123: C. B. Ju n e , 1927, 
p. 37. I t  is n o t n ecessary  th a t  th e  
books sh a ll have  been  k e p t on th e  in ­
sta llm en t basis. L. S. W eeks Co., 6
B. T. A. 300. R ed lick  N ew m an Co., 8
B. T. A. T he co n tin u an ce  of th e  in ­
s ta llm en t basis fo r 1926 and subsequent 
y ea rs  is n o t re q u ire d  in  a ll cases w h ere  
a  d ea le r in  p e rso n a l p ro p e r ty  files 
am en d ed  re tu rn s  on  th e  in s ta llm e n t 
basis  fo r  yea rs  p r io r  to  1926. I. T. 
2343; C. B. Ju n e , 1927, p. 41. In  A p­
p ea l of Y ost F u rn i tu re  Co., 5 B. T. A. 
652, th e  B oard  of Tax A ppeals upheld 
the  C om m issioner in  h is  refusa l t o  
accep t am en d ed  re tu rn s  on  th e  in s ta l l­
m en t b asis  w here  th e re  w as no evi­
dence a s  to  th e  a m o u n t of th e  incom e 
fo r  th e  y ea r in  q u estion , th e  p ro p o rtio n  
of th e  in s ta llm e n t pay m en ts  a c tu a lly  
received , th e  to ta l  p ro fit rea lized  w hen  
th e  p ay m en t is com pleted , an d  th e  to ta l  
c o n tra c t p rice .
In  th e  case  o f sa les m ade  and  can ­
celled  in  th e  sam e y ea r on  acco u n t of 
d e fa u lt in  p ay m en ts : G ross sa les shou ld  
be red u ced  by  th e  to ta l  c o n tra c t p rice  
o f th e  cancelled  sa les. A ll pay m en ts  
m ade  an d  fo rfe ited  by  p u rc h a se rs  
sho u ld  be inc luded , in  th e ir  e n tire ty , 
in  g ro ss  incom e, th o u g h  n o t in  g ross 
o r  n e t sa le s  upon  w hich  th e  p e rcen tag e  
of g ross p ro fit on  a ll o th e r  sa les  of th e  
y ea r w ill be com puted .
In  th e  case  of sa les  cancelled  on ac­
co u n t of d e fa u lt in  pay m en ts , in  a y ea r 
su b seq u en t to  th e  y e a r  o r y ea rs  in  
w h ich  m ade, no red u c tio n  in  g ro ss 
sa les  of th e  y e a r  sh o u ld  be m ade. A ll 
pay m en ts  m ade  an d  fo rfe ited  by th e  
p u rch ase r, in  th e  y ea r in  w hich  th e  
sa le  is cancelled , sho u ld  be in c lu d ed  in  
th e i r  e n tire ty  in  g ro ss incom e fo r  th a t  
y ea r, th o u g h  n o t in  g ro ss o r n e t  sa les
upon  w hich th e  p e rcen tag e  of p ro fit on  
sa le s  fo r  th e  y e a r  w ill be com puted . 
P a y m e n ts  m ade  in  p r io r  yea rs  sh ou ld  
n o t be  ta k e n  in to  acco u n t in  co m p u t­
ing  g ro ss  incom e fo r th e  y ea r in  w h ich  
th e  sa le  w as cancelled . T he rep o s­
sessed  m erch an d ise  sh o u ld  be in c luded  
in  p u rch ases  a t  cost, less p ro p e r  a llow ­
an ce  fo r dam ag e  an d  use, if any , o r a t  
cost, less an y  p a r t  th e re o f  p rev iously  
reco v ered  th ro u g h  p ay m en ts  m ade by 
th e  p u rch ase rs , in  p r io r  years , an d  n o t 
re tu rn ed  a s  incom e, w hichever i s 
low er. T he d ifference, if any , be tw een  
th e  cost, less a llow ance  fo r  d am age  an d  
use, an d  cost, less an y  p a r t  th e re o f  
p rev io u sly  reco v ered  sh o u ld  be ta k e n  
as  a  loss d ed u c tio n  fro m  gross incom e 
of th e  y e a r  o f repossession .
T he cost of repossessed  m erch an d ise  
sh o u ld  be d e te rm in ed  by ap p ly in g  to  
th e  con trac t p rice  (selling  price to  de­
fa u lte d  p u rc h a se r)  th a t  p e rcen tag e  
ra te  w h ich  is com p lem en ta ry  to  th e  
p e rcen tag e  ra te  of p ro fit fo r  th e  y ea r 
in  w hich  th e  sa le  w as m ade. F o r  ex­
am ple , if  th e  p e rcen tag e  ra te  o f g ross 
p ro fit fo r  th e  y e a r  w as 60 p e r cen t, th e  
co m p lem en ta ry  ra te , o r co st o f m e r­
ch an d ise  sold , w ou ld  be  40 p e r cen t.
C ash sa le s  a re  o ften  m ade  by  such  
d ea le rs , an d  if  th e  to ta l  cash  sa le s  a re  
neg lig ib le  in  com parison  w ith  th e  to ta l 
in s ta llm en t sales, th e  opinion is  th a t  no 
m a te r ia l d is to r tio n  o f incom e w ill r e ­
su lt by app ly ing  th e  com posite per­
cen tag e  r a te  to  cash  co llec tions fro m  
cash  sa les m ad e  w ith in  th e  y ea r in  o r- 
d er  to  d e te rm in e  th e  incom e to  be re ­
tu rn e d  fro m  th a t  c lass of sa les. 
(B lum 's Inc., 7 B. T. A. 737.)
I f  a  re co rd  o f co st o f m erch an d ise  
so ld  is k ep t, th e  fo llow ing  m eth o d  ex­
p la in s  th e  k eep in g  of acco u n ts  on  th e  
in s ta llm e n t basis, e ith e r  a t  b eg in n in g  
of business o r a fte r p lacing  books on 
such  b as is  as la te r  exp la ined  h e re in :
A s fro m  th e  b eg in n in g  of th e  tax ab le  
y ear, th e  fo llow ing  acco u n ts  sh o u ld  be 
se t up :
( a )  Goods pu rch ased , w h ich  w ill be 
c h a rg ed  w ith  th e  a m o u n t of in v en to ry  
of th e  goods on  h a n d  a t  th e  b eg in n in g  
of th e  ta x a b le  y e a r  an d  w ith  th e  ex­
p e n d itu re s  fo r  goods p u rch ased  d u rin g  
th e  year.
(b )  Goods sold  (co s t v a lu e ) , w h ich  
w ill be c red ited  w ith  th e  cost v a lu e  of 
a ll goods so ld  d u rin g  th e  year.
(c ) In s ta llm e n t sa les  c o n tra c ts  (y e a r  
d a te ) ,  w h ich  w ill be ch a rg ed  on ly  w ith  
th e  a m o u n t of in s ta llm e n t sa les  con­
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tr a c ts  m ade d u rin g  th e  y e a r  specified. 
T his a cco u n t fo r  each  y e a r  w ill be 
c red ited  w ith  a ll  cash  co llec ted  d u rin g  
th a t  y ear, o r in  su b se q u e n t y ea rs , upon  
in s ta llm e n t sa les  c o n tra c ts  fo r  th a t  
y ea r only, an d  w ith  th e  u n p a id  in s ta l l­
m en ts  of d e fa u lte d  o r  canceled  con­
tra c ts  fo r  th a t  year.
(d )  U nrea lized  g ro ss  p ro fits  on in ­
s ta llm e n t sa le s  co n tra c ts  (y e a r  d a te ) ,  
w hich w ill be c re d ite d  o n ly  w ith  the  
a m o u n t of u n rea liz ed  g ro ss  p ro fits  
upon  in s ta llm e n t sa le s  c o n tra c ts  m ade 
d u rin g  th e  y e a r  specified . T h is  a m o u n t 
w ill be th e  to ta l  of th e  in s ta llm e n t 
sa les  co n trac ts  fo r th a t  y e a r  red u ced  
by th e  cost o r in v en to ry  v a lu e  (a s  c a r­
ried  in  a cco u n t ( a )  goods p u rc h a s e d ) , 
of th e  a c tu a l goods so ld  an d  covered  by 
th e  co n tra c ts ; th e  ba lance  rem a in in g  
being  th e  a m o u n t of th e  u n rea lized  
g ross p ro fits . T he p ro fo rm a  m o n th ly  
(o r a n n u a l)  jo u rn a l e n try  w ou ld  be:
I n s ta l lm e n t  S a le s  c o n t r a c ts
( y e a r  d a te )  ..........................D r. $ . . . .
T o  G oods So ld  ( c o s t  v a lu e )  C r. $ . . . .
U n re a l iz e d  g ro s s  p ro f i ts  
o n  in s ta l lm e n t  s a le s  c o n ­
t r a c t s  ( y e a r  d a t e )  . . . . C r .  $ . . . .
(e )  R ea lized  p ro fits  on  in s ta llm e n t 
sa les  c o n trac ts , w h ich  w ill be c red ited  
from  m o n th  to  m o n th  (o r  a t  th e  end  
of th e  y e a r ) , w ith  th e  p ro fits  rea lized  
by cash  co llec tions upon  a ll in s ta llm e n t 
sa les  co n tra c ts  of any  y ea r, as w ell as 
from  cash  sa les . S uch  p ro fits  sh ou ld  
be com puted  by ta k in g  th e  sam e p e r­
cen tage  of th e  cash  co llec tions on in ­
s ta llm e n t sa les c o n tra c ts  m ade  d u rin g  
th e  tax ab le  y e a r  on  acco u n t of in s ta l l­
m en t sa les c o n tra c ts  of e i th e r  th a t  o r  
p rio r y ears , a s  th e  to ta l  u n rea lized  
profits on  in s ta llm e n t sa les  co n trac ts  
fo r th e  y ea r a g a in s t w h ich  th e  collec­
tion  applies, b e a r  to  th e  to ta l  in s ta ll­
m en t sa les  m ade  d u r in g  th a t  re spec tive  
y ear. C o rresp o n d in g  d eb its  sho u ld  be 
m ade to  u n rea liz ed  g ro ss  p ro fits  on  in ­
s ta llm e n t sa les  c o n tra c ts  fo r  th e  y ea r 
affected  by su ch  co llec tions. I f  ad ­
ju s tm e n ts  to  an y  o r a ll  o f th e se  v a rio u s  
accoun ts becom e necessa ry  in  o rd e r 
th a t  i t  o r th e y  m ay  acc u ra te ly  reflect 
th e  fac ts , su ch  a d ju s tm e n ts  m ay  be 
m ade e ith e r  m o n th ly  o r a t  th e  end  of 
th e  tax ab le  y ea r.
I t  is be lieved  th a t  sufficient h a s  been  
sa id  above to in d ica te  th e  use  th a t  is 
to be m ade of th e se  sp ec ia l accoun ts  
and  it  is n o t necessa ry  to  d iscuss any  
of th e  o th e r  a cco u n ts  w h ich  w ou ld  
n o rm ally  be m a in ta in ed . In  th e  il­
lu s tra tiv e  p ro b lem  w hich  fo llow s, t r e a t ­
m en t of th e se  spec ia l an d  th e  o rd in a ry  
accoun ts is d em o n s tra ted .
W hen  th e  v en d o r a s  th e  re s u lt  o f de­
fa u l t by th e  p u rc h a se r  repossesses th e  
item  of p e rso n a l p ro p e rty , th e  sa le  of 
w hich  he  h a s  re p o r te d  on th e  in s ta l l­
m e n t p lan , h e  m u s t r e p o r t  th e  e n tire  
a m o u n t rece iv ed  on  in s ta llm e n t pay ­
m en ts  less th e  p ro fits  p rev io u sly  re ­
tu rn e d  as incom e in  th e  y e a r  in  w hich  
th e  p ro p e r ty  is  repossessed . A t th e  
tim e  of th e  repossession  th e  v en d o r is 
to  rev a lu e  th e  p ro p e rty , m ere ly  ta k in g  
in to  acco u n t loss by d am ag e  an d  use, 
an d  is to  in c lu d e  such  repossessed  p ro p ­
e r ty  in  in v en to ry  a t  its  o r ig in a l cost, 
less p ro p e r  a llow ance fo r  d am ag e  an d  
use. T he m a n n e r  o f d e te rm in in g  th e  
o rig in a l co st h a s  been  a lre a d y  ex­
p la in ed .
P ro b lem : (E x tra c t fro m  “ In s ta ll­
m en t Sales u n d e r  th e  R evenue  A ct of 
1926” by th e  B u reau  of In te rn a l 
R ev en u e .)
C om pany X  se lls  rad io s  on  th e  in ­
s ta llm e n t p lan . D u rin g  1920 i t  so ld  Y 
a  rad io  fo r  $200. T he cost of th is  
ra d io  to  C om pany X  is $150. A t th e  
end  of th e  y ea r 1920 th e  p e rcen tag e  of 
g ro ss p ro fit fo r  th e  e n tire  y e a r ’s sa les  
is d e te rm in ed  to  be 20 p e r cen t. T h is 
is ap p a ren t from  a schedule se t up cov­
erin g  cost of goods sold. D uring  th e  
y ea r 19 20 th e  cu sto m er p a id  $80. D u r­
ing  th e  y ea r 1921 to ta l  pay m en ts  
am o u n ted  to  $30.00 in  th e  f irs t th re e  
m on ths. In  A pril 1921, th e  cu s to m er 
d e fau lted . C om pany X  repossessed  th e  
rad io . A fte r a n  a p p ra isa l m ade by  th e  
com pany ’s sa les  m an ag e r, i t  w as de­
te rm in ed  th a t  th e  rad io  h ad  su ffered  
$10 dam ag e  due  to  usage.
Q u estio n : W h a t is th e  p ro fit an d  
loss ou tcom e to  be re p o r te d  as a  re s u lt  
o f repossession  in  th e  y ea r 1921?
S o lu tion  :
A m o u n t p a id  in  1920 ..............................  $80.00
A m o u n t  p a id  in  1921 .................................  30.00
T o ta l  p a id  ................................................  110.00
L e s s : A m o u n t r e p o r te d  a s  in c o m e
(20  p e r  c e n t  o f  $80 ) ....................  16.00
R e p o r ta b le  a s  in c o m e  in  1921 . . . .  94.00
T he rad io  is to  be inc luded  in  in ­
ventory  a t  $140, w hich is th e  o rig inal 
cost, know n  in  th is  case, less a llow ance 
fo r  d am age  an d  use.
Incom e F ro m  P r io r  Y ear Sales 
W h ere  C h an g ed  to  In s ta llm e n t M ethod , 
— A tax p ay e r w ho changes from  th e  
s t r a ig h t  a c c ru a l m eth o d  to  th e  in s ta l l­
m en t sa les m eth o d  of r e tu rn in g  incom e 
m u s t r e tu rn  as incom e of th e  y e a r  in  
w h ich  th e  change  is m ade, an d  of a ll 
su b seq u en t y ea rs , a  p ro p e r  p ro p o rtio n  
of a ll in s ta llm e n t pay m en ts , a c tu a lly  
received  in  th o se  y ears , re la tin g  to  
sa les effected  in  y ea rs  p r io r  to  th e  
change  in  m ethod , n o tw ith s ta n d in g  
th a t  th e  e n tire  p ro fits  fro m  th e  sa les  
to  w h ich  such  pay m en ts  re la te , w ere, 
u n d e r  th e  m e th o d  of re tu rn in g  incom e 
th e n  em ployed , re tu rn e d  an d  tax ed  as
incom e of th e  y ea rs  in  w h ich  such  sa le s  
w ere  effected.
D e fa u lte d  P a y m e n ts  —  A ccoun ting  
P ro c e d u re  I l lu s tra te d .— T he a m o u n t to  
be d ed u c te d  fro m  g ro ss  incom e a s  a  loss 
in  cases of sa le s  of p e rso n a l p ro p e r ty  
on  th e  in s ta llm e n t p lan  w h e re in  th e  
u n p a id  in s ta llm e n t o b lig a tio n s  of th e  
p u rc h a se r  b ecom e w o rth le ss  a n d  a re  
ch a rg ed  off an d  th e  p ro p e r ty  is n o t 
recovered  by th e  v en d o r is su ch  p ro ­
p o rtio n  o f th e  d e fau lted  p ay m en ts  as 
re p re se n ts  th e  c a p ita l in v es tm en t, th a t  
is, th e  co st of th e  goods sold , a n d  th is  
a m o u n t m u s t be d ed u c ted  fo r  th e  y ea r 
in  w hich  th e  d e fa u lt o ccu rred . T h is 
ru le  w ill be  m ad e  c lea r by  th e  fo llow ­
in g  exam ple su g g es ted  by O. D. 623 
(O. D. m ean s Office D ecision ).
L e t i t  be assum ed  th a t  th e  ta x p a y e r’s 
in s ta llm e n t sa les  (c o n tra c ts )  fo r  th e  
y ea r 1919 w ere  $300,000 a n d  th a t  th e  
cost of th e  goods so ld  an d  covered  by 
such  c o n tra c ts  w as $ 100 ,000 ; th e n  th e  
u n re a liz e d  g ro ss p ro fits  w ou ld  be 
$200 ,000  a n d  th e  ra te  of p ro fit fo r  th a t  
y ea r w ou ld  be e s tab lish ed  a t  66 2-3 p e r 
cen t.
L e t i t  be assum ed  fu r th e r  th a t  d u r ­
ing  th e  y e a rs  1919 an d  1920 th e  cash  
co llec tions on acco u n t of such  co n tra c ts  
w ere  $266 ,700 ; th e  e n tr ie s  covering  
these  tra n sa c tio n s  w ould  be as fo llow s:
I n s ta l lm e n t  S a le s  C o n tr a c ts ,
1919 ...................................  $300,000
T o  G oods S o ld  (C o s t
v a lu e )  .......................... $ 100,000
U n re a l iz e d  g ro s s  p r o f ­
i t s  o n  in s ta l lm e n t  
s a le s  c o n t r a c ts ,  1919 200,000
F o r  in s ta l lm e n t  s a le s , 
y e a r  1919.
U n re a l iz e d  g ro s s  p ro f its  o n  
in s ta l lm e n t  s a le s  c o n ­
t r a c t s ,  1919 ..................... 177,800
T o  R e a liz e d  p ro f its  on  
in s ta l lm e n t  s a l e s
c o n t r a c t s  ....................  177,800
F o r  c a s h  c o lle c tio n s  
d u r in g  1919 a n d  
1920 f o r  a c c o u n t  o f  
1919, $266,700, 2-3 
th e re o f ,  $177,800.
Of th e  ba lance  of in s ta llm e n t sa les 
c o n trac ts , $33 ,300 , 2-3 o r $22 ,200 , th e  
u n rea liz ed  g ro ss p ro fit, is to  be ac­
co u n ted  fo r an d  tax ed  as  p ro fit as, 
w hen , an d  if  collected . T he rem a in in g  
1-3 is th e  c a p ita l in v es tm en t re p re ­
se n tin g  th e  cost of goods so ld . B u t le t 
i t  be a ssu m ed  th a t  th e  w hole o r  an y  
p a r t  of th e  ba lance  of th e  in s ta llm e n t 
sa les co n tra c ts  am o u n tin g  to  $33,300 
w as d e fa u lte d  in  1919 o r a t  an y  la te r  
tim e ; th e n  th e  qu estio n  a r ise s : H ow  
sh o u ld  th e  loss occasioned  by su ch  de­
fa u lts  be tre a te d  fo r  p u rp o se  of d e ­
te rm in in g  th e  incom e tax ?
T he an sw er is th a t  th e  p ro p e r  p o r­
tio n  (2-3 in  th is  case) of th e  a m o u n t 
of th e  d e fa u lte d  p ay m en ts  sh o u ld  be
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c h a rg ed  a g a in s t th e  u n rea liz ed  p ro fits 
an d  th e  balance  ( in  th is  case 1-3) re p ­
re se n tin g  th e  cost of th e  goods sold, 
sh o u ld  be a llow ed  to  th e  tax p ay e r as a  
d ed u c tio n  fo r  losses a c tu a lly  su s ta in e d  
d u rin g  th e  taxab le  y ea r. T h is m ethod  
of tr e a tm e n t sho u ld  be fo llow ed 
w h e th e r  th e  goods a re  o r a re  n o t r e ­
covered . If  th e  goods a re  recovered , 
th e ir  fa ir  m a rk e t v a lu e  at th e  tim e  of 
recovery  sh ou ld  be c red ited  as rea lized  
p ro fits  fo r th a t  y ea r, w ith  a  co rre s­
p o n d in g  deb it to  th e  acco u n t of goods 
pu rch ased . T he d ifference (d e b it b a l­
an ce) b e tw een  th e  tw o acco u n ts  of 
goods p u rch ased  and  goods sold  w hen  
th e  books a re  k e p t on th e  in s ta llm e n t 
basis  sh ou ld  reflec t th e  v a lu e  of th e  
physica l in v en to ry  a t  an y  g iven  d a te  
(O. D. 792, C. B. Ju n e , 1921, p. 8 6 ) .
U se o f R ese rv e  F o r  B ad  D eb ts N ot 
P e rm iss ib le .— T he use  of a re se rv e  fo r 
bad deb ts is n o t p erm iss ib le  by a  d ea le r 
in  p e rso n a l p ro p e r ty  on  th e  in s ta ll­
m en t p lan  w ho re p o r ts  app licab le  to  in ­
s ta llm e n t sales in  accordance  w ith  the  
in s ta llm e n t basis of acco u n t as con­
te m p la te d  by a rtic le  42, R eg. 69. T he 
m an n e r of tre a tin g  bad  deb ts  has been 
above il lu s tra te d .
In s ta llm e n t pay m en ts  received  and  
re fu n d ed  by tax p ay e r in  th e  sam e y ear 
sh o u ld  be excluded  fro m  th e  to ta l  in ­
s ta llm e n t pay m en ts  rece ived  befo re  
co m p u tin g  th e  p ro p o rtio n  th e re o f  to be 
re tu rn ed  a s income. (B lum ’s Inc., 7
B. T. A. 737.)
A tax p ay e r em ploying  th e  acc ru a l 
m ethod  of acco u n tin g  b u t re tu rn in g  in ­
com e fro m  in s ta llm e n t sa les on  in s ta ll­
m en t sa les m ethod , is e n ti tle d  to  de­
d u c t from  th e  incom e of an y  tax ab le  
y ea r a ll of th e  expenses, a llow ances, 
a n d  losses, e n u m era ted  in  th e  R evenue 
A cts ap p ly ing  w hich  w ere  paid  o r in ­
c u rre d , o r pa id  o r acc ru ed  w ith in  th e  
tax ab le  y ea r (B lu m ’s Inc., 7 B. T. A. 
737. To th e  sam e effect, F ra n c  F u rn i­
tu re  Co., 1 B. T. A. 420, and A. R. R. 
1216, C. B. Dec. 1922, p. 96.)
T he T re a su ry  D ep a rtm en t w ill n o t 
app rove a  change  m ere ly  because  th e  
tax p ay e r w ill derive  an  a d v an ta g e  from  
decreased  ta x  liab ility . W hen  a  change 
is app roved  th e  tax p ay e r w ill be r e ­
q u ired  to  ad h e re  to i t  in  h is re tu rn s  fo r 
su b seq u en t yea rs  an d  th e  firs t re tu rn  
m ade u n d e r th e  ch anged  m eth o d  shou ld  
be accom pan ied  by  a  le t te r  of exp la ­
n a tio n .
If  books have  been  so k e p t th a t  th e  
cost of each  a r tic le  so ld  w as n o t show n, 
g ro ss p ro fit m ay  be d e te rm in ed  by ta k ­
ing  th e  ave rag e  p e rcen tag e  of g ross 
p ro fit on gross sa les. I f  sev e ra l d if­
fe re n t lines of m e rch an d ise  a re  
h an d led , on w hich  th e  av e rag e  p e r­
cen tag es of p ro fit d iffer, th e  g ro ss p ro fit 
on sa le s  of each d iffe ren t c lass of m e r­
c h a n d i s e  s h o u l d  b e  c o m p u t e d  s e p a ­
r a t e l y .  (O . D . 2 5 ; C. B. 19 1 9 , p .  7 5 .)
I n  c a s e s  o f  c o n t i n u o u s  a c c o u n t s  
c o v e r i n g  s a l e s  o f  p e r s o n a l  p r o p e r t y ,  t h e  
i n c o m e  f r o m  w h i c h  i s  r e p o r t e d  o n  t h e  
i n s t a l l m e n t  p l a n ,  t h e  c a s h  p a y m e n t s  
r e c e i v e d  s h o u l d  b e  a l l o c a t e d  i n  a c c o r d ­
a n c e  w i t h  t h e  g e n e r a l  r e c o g n i z e d  p r i n ­
c i p l e  o f  l a w  g o v e r n i n g  s u c h  c a s e s ,  t h a t  
i s ,  t h a t  f a i l i n g  a p p l i c a t i o n  b y  t h e  v e n ­
d e e ,  t h e  c a s h  p a y m e n t s  s h o u l d  b e  a p ­
p l i e d  t o  t h e  e a r l i e s t  i t e m s  o f  t h e  a c ­
c o u n t  ( O .  D . 8 1 5 ;  C. B. J u n e ,  1 9 2 1 ,  
p .  8 8 ) .
W h e n  in c o m e  f r o m  s a l e s  o f  p e r s o n a l  
p r o p e r t y  o n  t h e  i n s t a l l m e n t  p l a n  is  r e ­
p o r t e d  a s  p r o v i d e d  i n  a r t i c l e  4 2  o f  
R e g u l a t i o n s  4 5 ,  t h e  p a y m e n t s  m a d e  b y  
a  p u r c h a s e r  h a v i n g  s e v e r a l  a c c o u n t s  
s h o u l d  b e  a l l o c a t e d  t o  t h e  p a r t i c u l a r  a c ­
c o u n t  o r  a c c o u n t s  t o  w h i c h  u n d e r  t h e  
t e r m s  o f  t h e  c o n t r a c t s  o f  s a l e  s u c h  p a y ­
m e n t s  a r e  t o  b e  a p p l i e d  ( O .  D . 1 0 4 5 ;  
C. B. D e c . 1921 , p . 8 8 ) .
L e t  u s  a s s u m e  t h a t  t h e  f o l l o w i n g  is  
a  t r i a l  b a l a n c e  o f  a  d e a l e r  i n  p e r s o n a l  
p r o p e r t y  o n  t h e  i n s t a l l m e n t  b a s i s  w h o  
s t a r t e d  b u s i n e s s  i n  1 9 2 5 ,  k e p t  b o o k s  
o n  a c c r u a l  b a s i s  a n d  n o w  d e s i r e s  to  
c h a n g e  t h e m  t o  i n s t a l l m e n t  b a s i s :
T H E  J . A. C O M P A N Y  
T R IA L  B A L A N C E
D e c e m b e r  31. 1925
D e b it  C re d it
C a s h  . .................... .................$1,000
A c c o u n ts  R e c e iv a b le  C lo th in g -,
1925 ................................................  20,000
A c c o u n ts  R ec e iv a b le  J e w e lry ,
1925 ................................................  25,000
A c c o u n ts  R ec e iv a b le , R e s e rv e
D e p re c ia t io n  ..............................  $7,000
J e w e lry  P u r c h a s e s  ....................  60,000
C lo th in g  P u r c h a s e s  .................. 50,000
J e w e lry  S a le s  ..............................  70,000
C lo th in g  S a le s  ..............................  61,000
J e w e lr y  R e tu r n e d  S a le s  ( f u l l
a m o u n t  o f )  ..............................  1 ,000
C lo th in g  R e tu r n e d  S a le s  ( o r i ­
g in a l  s a le s )  ..............................  1,000
E x p e n s e s  ........................................  50,000
P u r c h a s e  D is c o u n t ............... .. 2,000
F u r n i tu r e  & F i x t u r e s ...............  2,000
F u r n i tu r e  & F ix t u r e s  R e s e rv e
D e p re c ia t io n  ..............................  200
P r e p a id  C h a r g e s  .........................  500
A c c o u n ts  P a y a b le ,  T r a d e  . . . 19,800 
C a p i ta l  S to ck , I s s u e d  ............. 50,500
210,500 210,500 
I n v e n to r ie s  D e c e m b e r  31, 1925, w e r e :
J e w e lry  $25,500, C lo th in g , $26,000.
T h e  P r o f i t  a n d  L o s s  a c c o u n t  w o u l d  
a p p e a r  a s  f o l l o w s :
T H E  J .  A. C O M P A N Y  
S T A T E M E N T  O F  P R O F I T  & L O S S  
P e r io d :  M a rc h  1, 1925— D e c e m b e r  31, 1925
J e w e lry  C lo th in g  T o g e th e r
S a le s  ............................ $70,000 $61,000 $131,000
L e s s : R e tu rn e d  
S a le s  ..................  1,000 1,000 2,000
N e t  S a le s  ____ 69,000 60,000 129,000
C o st o f  S a le ss
P u r c h a s e s  ...............  60,000 50,000 110,000
In v e n to ry ,  D e c .
31, 1925 ..........  25 ,500 26,000
C o s t o f S a le s  . . 34,500 24,000
51,500
58 ,500
G ro ss  P r o f i t  o n  
N e t  S a le s
P e r  C e n t o f  G ro s s  
P r o f i t  t o  N e t  
S a le s  ..................
E x p e n s e s  ....................
N e t  O p e ra t in g
P r o f i t  ..................
A d d :  P u r c h a s e  
D is c o u n t  ..........
34,500 36,000 70,500
50
50,000
20,500
2,000
( a )  N e t  P r o f i t
fo r  p e r io d  . . 22,500
( a )  S u b je c t  to  P r o v is io n  fo r  F e d e r a l  I n ­
c o m e  T a x .
T he N et P ro f it w as t r a n s fe r re d  to S u r­
p lus.
As th e  use of a R eserve  fo r B ad 
D ebts A ccounts is n o t p e rm itted , th e  
fo llow ing  a d ju s tm e n t e n try  is neces­
sary :
R e s e rv e  fo r  B a d  D e b ts  . . . .  $7,000
T o  S u rp lu s  .................................  $7,000
T o  c a n c e l B a d  D e b ts  C h a rg e d  in  1925 in ­
c id e n t  to  p la c in g  b o o k s  on  in s ta l lm e n t  
b a s is .
As business s ta r te d  th is  year, 19 25, 
a ll cash  received  and  re tu rn e d  sales 
app ly  to  1925 and  no com plications re ­
su lt.
The only o th e r e n try  re q u ired  is as 
fo llow s:
S u rp lu s  ...........................................  $24,500
T o  R e s e rv e  fo r  U n re a liz e d
P ro f it ,  1925 ....................   $24,500
F o r  p o r t io n  o f  p ro f its  u n re a l iz e d  D ec. 31, 
1925 :
J e w e lry  C lo th in g
A c c o u n ts  R e ­
c e iv a b le  12-31-
25 .........................  $25,000 $20,000
P e r  c e n t  o f  G ro ss
P r o f i t  ..................  50 60
A m o u n t U n r e a l ­
iz e d  .......................  12,500 12,000
T o ta l  A m o u n t  u n ­
r e a l iz e d  ............. 24,500
A B alance  S heet now  p rep a red  w ould 
a p p ea r as fo llow s:
T H E  J .  A. C O M P A N Y  
B A L A N C E  S H E E T  
D e c e m b e r  31, 1925
A ss e ts .
C a s h  ..................................................  $1,000
I n s ta l lm e n t  S a le s  C o n tra c ts ,
C lo th in g , 1925 .................. 20,000
I n s ta l lm e n t  S a le s  C o n tra c ts ,
J e w e lry ,  1925 ....................  25,000
In v e n to ry ,  J e w e lry ,  D ec. 31,
1925 ...........................................  25,500
In v e n to ry ,  C lo th in g , D ec. 31,
1925   26,000
F u r n i tu r e  & F ix tu r e s .  . 2,000 
L e s s : R e s e rv e  f o r  D ep . 200
----------- 1 ,800
P r e p a id  C h a r g e s  .......................  500
T o ta l  A s s e ts  ....................... $99,800
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L ia b il i t ie s ,  C a p i ta l ,  e tc . 
A c c o u n ts  P a y a b le ,  T r a d e  . . 19,800 
R e s e rv e  fo r  U n re a l iz e d  P r o f i t
1925   24,500
C a p i ta l  S to c k  I s s u e d  ............. 50,500
( a )  S u rp lu s  (P ro f i t-1 9 2 5 )  . 5,000
T o ta l  L ia b i l i t ie s ,  C a p i ta l
e tc ...........................................  99,800
( a )  S u b je c t  to  P r o v is io n  f o r  F e d e r a l  I n ­
com e  T ax .
T hus i t  w ill be seen  th a t  th e  p rofit 
fo r 1925 is $5 ,000.00 in s tead  of $22,-
500.00 as o rig inally  determ ined.
In  19 26, th e  books w ere k e p t as in 
1925, on th e  s t r a ig h t  a cc ru a l basis and  
a  tr ia l  ba lance  a f te r  m ak in g  a ll  a d ­
ju s tm e n ts  a t  Dec. 31, 1926, excep t in ­
v en to ries , w as as fo llow s:
T H E  J .  A. C O M P A N Y  
T R IA L  B A L A N C E
D e c e m b e r  31, 1926
D e b its  C re d its
C a s h  ................................................  $1,500
( a )  I n s ta l lm e n t  S a le s  C o n ­
t r a c t s ,  C lo th . 1 S 2 5 ____ 10,000
I n s ta l lm e n t  S a le s  C o n tra c ts ,
J e w e lry ,  1925 .................. 13,000
I n s ta l lm e n t  S a le s  C o n tra c ts ,
C lo th in g , 1926 ...............  30,000
In s ta l lm e n t  S a le s  C o n tra c ts ,
J e w e lry ,  1926 .................. 36,000
J e w e lry  P u r c h a s e s .................. 66,000
C lo th in g  P u r c h a s e s  .............  54,000
J e w e lr y  S a le s  ............................ $125,600
C lo th in g  S a le s  .......................... 100,000
J e w e lry  R e tu rn e d  S a le s  . . 2,000 
C lo th in g  R e tu rn e d  S a le s  . . . 2,000
B a d  D e b ts  ...................................  10,000
E x p e n s e s  ......................................  55,000
P urchase D is c o u n t ................ 3,000
F u rn itu re  &  F ix tu re s  .........  2,000
F u rn itu re  &  F ix tu re s  R e­
serve D eprec ia tio n  . . .  400
P rep a id  C h a rg e s ....................  1,000
A c c o u n ts  P a y a b le ,  T r a d e  . . 25,000
C a p i ta l  S to c k  I s s u e d ............. 50,500
In v e n to ry  J a n .  1, 1926, J ew . 25,500 
I n v e n to ry  J a n .  1 , 1926,
C lo th in g  ..............................  26 ,000 .
S u r p lu s  ( J a n .  1, 1926) . . . . ..............................5,000 
R e s e rv e  f o r  U n re a l iz e d  P r o ­
fit, 1925 ..............................  24,500
334,000 334,000
( a )  T h e  m e th o d  o f  d e te rm in in g  th is  c la s s if i­
c a t io n  o f  A c c o u n ts  R e c e iv a b le  w a s  d e ­
s c r ib e d  in  th e  N o v e m b e r  is su e  b y  th e  
w r i te r .
I n v e n to r y  D ec. 31, 1926, J e w e lry  $30,000. 
C lo th in g  $40,000.
The Profit and Loss A ccount p repared 
on  th e  acc ru a l basis w ould  ap p ea r as 
fo llow s:
T H E  J .  A. C O M P A N Y  
S T A T E M E N T  O F  P R O F I T  & L O S S  
Y e a r  e n d in g  D e c e m b e r  31, 1926
J e w e lr y  C lo th in g  T o g e th e r
S a le s  ......................... $125,600 $100,000 $225,600
L e s s  : R e tu rn e d
S a le s  ...............  2,000 2,000 4,000
N e t  S a le s  ..........  123,600 98,000 221,600
C o st o f  S a l e s :
In v e n to ry  J a n .
1, 1926 ..........  25,500 26,000 51,500
P u r c h a s e s  ..........  66,000 54,000 120,000
91,500 80,000 171,500
In v e n to ry  D ec.
31, 1926 ____ 30,000 40,000 70,000
C o st o f  S a le s 61,500 40,000 101,500
G ro ss  P r o f i t  on
S a le s  ............... 62,100 58,000 120,100
E x p e n s e s  .................. 55,000
B a d  D e b ts  .............  10,000
65,000
N e t O p e ra tin g
P r o f i ts  ............. 55,100
A nalysis of R e tu rn e d  Sales show s
C re d ite d  to  A c c o u n ts  R e c e iv a b le  fo r  b a la n c e
o f th e i r  a c c o u n ts , n o t  c o l l e c t i b l e ..................
V a lu e  o f  m e rc h a n d is e  to  b u s in e s s  w h e n  r e ­
c o v e red  o r  re p le v in e d  f ro m  a l l  su c h  c u s ­
to m e rs  a n d  f o r  w h ic h  n o  e n t r y  w a s  m a d e
in  th e  b o o k s  w h e n  so  r e c o v e r e d ..................
O r ig in a l  a m o u n t  o f  s a le  ...........................................
A llo w a n ce  fo r  c o m p la in ts  a n d  o th e r  re a s o n s
o n  a c c o u n ts  re c e iv a b le  . .  . . ............................
F u l l  a m o u n t o f  o r ig in a l  s a le s  r e tu rn e d  a n d  
fu l l  a m o u n t o f  c a s h  r e tu rn e d  th e re o n  . . .  
V a lu e  o f  r e tu r n e d  s a le s  a t  c o s t le ss  d a m a g e
fro m  u s e  ....................................................................
T o ta l  R e tu rn e d  s a le s  a s  a b o v e —
J e w e lry  $2,000, C lo th in g  $2,000 ..................
A d d :  P u r c h a s e
D is c o u n t . . . .  3,000
N e t  P r o f i t  f o r  P e r io d  ( t r a n s ­
f e r r e d  to  S u r p lu s )  ( a )  ............. 58,100
( a )  S u b je c t  to  P r o v is io n  f o r  F e d e r a l  I n ­
c o m e  T a x .
W e find th a t  deposits  w ere m ade in
1926 of $500 on Jew elry  and $1,000 
on  C lo th ing  w hich  w ere c red ited  to  
sales, b u t m erchandise  w as no t delivered 
as custom ers refused delivery, and th e  
deposits w ere forfeited .
W e m u s t th e re fo re  m ak e  an  a d ju s t­
ing  e n try  as fo llow s:
S u r p lu s  .............................................  $1,500
T o  R e a liz e d  In c o m e  ............. $1,500
F o r  d e p o s its  fo r fe i te d  
in  1S26, J e w e lry  $500,
C lo th in g  $1,000.
th e  fo llow ing:
1925 1925 1926 1926 
J e w e lry  C lo th in g  J e w e lry  C lo th in g  
S a le s  S a le s  S a le s  S a le s
T o ta l
R e t u r n s
$600 $600 $600 $600 $2,400
1,000 500
1,000
50
1,000
100 100 100 100 400
600 600 1,200
300 300
4,000
The fo llow ing  jo u rn a l en tr ie s  are  
n ecessary :
R e s e rv e  f o r  U n re a liz e d
P ro f its ,  1925 ...............  $660.00 
R e s e rv e  f o r  U n re a liz e d
P ro f its ,  1926 ...............  643.32
B a d  D e b ts  ..............................  1,096.68
T o S u rp lu s  ....................... $2,400.00
T o t r a n s f e r  r e tu rn e d  
s a le s  a s  fo l lo w s :
1925 J e w e lry , $600 —
G ro ss  P r o f i t  50%  . .  300.00
1925 C lo th in g , $600 —
G ro ss  P ro f i t  60%  . .  360.00
--------------- 660.00
1926 J e w e lry , $600 —
G ro ss  P r o f i t  4 8 . 7 % . .  292.20
1926 C lo th in g , $600 —
G ro ss  P r o f i t  58.52%  351.12
--------------- 643.32
B a la n c e  B a d  D e b ts  . . 1,096.68
P u rc h a s e s ,  J e w e lry  ..........  1 ,500.00
P u r c h a s e s ,  C lo th in g  . . . .  50.00 
T o  R e a liz e d  P r o f i t  . . . .
F o r  v a lu e  o f  R e ­
c o v e red  m e r c h a n ­
d is e  in  1926, n o t  
e n te re d  o n  books .
R e s e rv e  f o r  U n re a liz e d
P ro f it ,  1925 ...............  110.00
R e s e rv e  fo r  U n re a l iz e d
P ro f it ,  1926 ...............  107.22
B a d  D e b ts  ............................ 182.78
T o  S u rp lu s  .......................
2,400.00
1,550.00
F o r  T r a n s f e r  o f  
A llo w a n c e s  o n  S a l e s :
1925 J e w e lry ,  $100 —  
G ro ss  P r o f i t  50 %
1925 C lo th in g , $100 —  
G ro ss  P r o f i t  60%
50.00
60.00
1926 J e w e lry ,  $100 —  
G ro s s  P r o f i t  4 8 . 7 % . .
1926 C lo th in g , $100 —  
G ro ss  P ro f i t  58.52%
B a la n c e  B a d  D e b ts  . .
48.70
58.52
110.00
107.22
182.78
400.00
R e a liz e d  P r o f i t  .................. 600.00
P u r c h a s e s ,  J e w e lry  ..........  300.00
P u r c h a s e s ,  C lo th in g  . . . .  300.00
T o  S u r p lu s  .......................  1,200.00
F o r  t r a n s f e r  o f  fu l l  c a s h  s a le s  r e ­
tu r n e d ,  m e rc h a n d is e  v a lu e d  a t  c o s t  
le s s  d a m a g e  d u e  to  u se ..
O ur n ex t s tep  w ill be to  d e te rm in e  
the percentage of gross profit for 1926 
as fo llow s:
T R A D IN G  S T A T E M E N T  
T H E  J .  A. C O M P A N Y  
I n s ta l lm e n t  B a s is  
Y e a r  1926
J e w e lr y  C lo th in g
S a le s  p e r  b o o k s  ..................  $125,600 $100,000
L e s s : D e p o s its  c re d i te d  to
s a le s  a n d  f o r f e i t e d . .  500 1,000
125,100
400.00
99,000
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Less: Full amount of ori­
ginal Sales on re- 
plevined accounts . . .
Allowances ....................
Full Cash Sales re-
1,000
100
600
1,000
100
600
Total Returned Sales 1,700 1,700
Net Sales ............. 123,400 97,300
Cost of  Sales:
Inventory Jan. 1, 1926 
Purchases, per book s.. 
Purchases (Journal en­
tries)
25,500
66,000
1,800
26,000
54,000
350
Inventory Dec. 31, 1S26
93,300
30,000
80,350
40,000
Cost of Sales 63,300 40,350
Gross Profit on S a les .. 60,100 56,950
Per cent of Gross Profit 
to Net Sales ........... 48.70 58.52
The Revenue Department has sanc­
tioned calculation of Gross Profit to 
four places as Hundred-thousandths or 
less have almost insignificant affect ex­
cept in cases where the gross profit 
amounts to hundreds of thousands of 
dollars.
We next analyze our Installm ent 
Sales Contracts (Accounts Receivable) 
as explained in the November issue and 
find them composed as follows:
Balance January 1, 1926 .............
Sales, 1926 ..........................................
Total
$45,000
190,000
1925
Jewelry
$25,000
1925
Clothing
$20,000
1926
Jewelry
$100,000
1926
Clothing
$90,000
235,000 25,000 20,000 100,000 90,000
Returned Sales, Allowances, etc.. . 2,800 700 700 700 700
232,200 24,300 19,300 99,300 89,300
10,000 4,000 3,000 2,000 1,000
222,200 20,300 16,300 97,300 88,300
Balance December 31, 1926 ......... 89,000 13,000 1 0 ,0 0 0 36,000 30,000
133,200 7.300 6,300 61,300 58,300
We now can transfer our sales from 
Surplus, as follows:
Surplus ............................... $224,100
To Reserve for Unreal­
ized Profits, 1926 . .  $101,368 
Goods Sold, Jewelry 63,300 
Goods Sold, Clothing 40,350 
Realized Profit . . . . .  19,082
For transfer of sales incident to placing 
books on installment basis,
1926 Jewelry Installment Sales, $100,000.
Per Cent of Gross Profit, 48.7.
Amount Unrealized, 48,700.
1926 Clothing Installment Sales, $90,000.
Per Cent of Gross Profit, 58.52.
Amount Unrealized, $52,668.
Total Unrealized, $101,368.
For transfer of Bad 
D e b t s  incident to 
placing books on in­
stallment basis.
1925 Jewelry, $4,000,
50% Gross Profit . .  2,000.00
1925 Clothing, $3,000,
60% Gross Profit . .  1,800.00
1926 Jewelry, $2,000,
48.7% Gross P rofit.. 974.00 
1926 Clothing, $1,000,
58.52% Gross Profit 585.20
3,800.00
1,559.20
The entries for returned sales have 
already been made.
We may now transfer our inventories 
and purchases from Surplus as follows:
Surplus ............................  $70,000.00
To Inventory, Jew­
elry, Dec. 31, 1926 $30,000.00 
To Inventory, Cloth­
ing, Dec. 31, 1926 40,000.00 
Transfer incident to 
placing books on 
Installment basis.
Inventory, J e w e l r y ,
Dec. 31, 1926 . . .  91,500.00 
Inventory, Cl o t h i n g ,
Dec. 31, 1926 ___  80,000.00
To Surplus ...............  171,500.00
Jewelry Clothing
Transfer of inven­
tory ....................  25,500.00 26,000.00
Purchases, y e a r
1926   66,000.00 54,000.00
91,500.00 80,000.00
We shall next make our entry for 
cash collections on installm ent accounts 
(Accounts Receivable).
Reserve for Unrealized
Profit, 1925 .............  $7,430.00
Reserve for Unrealized
Profit, 1926 ...........  63,970.26
To Realized Profits . .  $71,400.26
For Collections in 1926:
1925 Jewelry, $7,300,
50% Gross Profit . .  3,650.00
1925 Clothing, $6,300,
60% Gross Profit . .  3,780.00
-------------  7,430.00
1926 Jewelry, $61,300,
48.7% Gross Profit. 29,853.10
1926 Clothing, $58,300,
58.52% Gross Profit 34,117.16
------------- 63,970.26
We may verify the balance of Re­
serve for Unrealized Profit, 1925 and 
1926 as follows:
1925 1925 1926 1926
Jewelry Clothing Jewelry Clothing
$13,000 $10,000 $36,000 $30,000
50 60 48.7 58.52
$6,500 $6,000 $17,532 $17,556
$12,500 $35,088
Goods Sold, Jewelry . .  63,300.00 
Goods Sold, Clothing. . 40,350.00 
To Inventory, Dec.
31, 1926, Jew elry .. 63,300.00
To Inventory, Dec.
31, 1926, Clothing. 40,350.00
For Goods Sold in
1926 per Trading 
Statement at cost.
Inventory, D e c .  31,
1926, Jewelry . . .  1,800.00 
Inventory, D e c .  31,
1926, Clothing . . . 350.00 
To Purchases, Jew­
elry ........................  1,800.00
To Purchases, Cloth­
ing ..........................  350.00
Transfer o f  A d ­
justed Purchases.
The following transfers 
are necessary:
Surplus ..........................  5,920.26
To Bad Debts ......... 5,920.26
Transfer.
Realized Profits ......... 92,932.26
To Surplus ...............  92,932.26
Transfer.
After all the above journal entries 
have been made and the accounts 
finally closed, an adjusted balance sheet 
would appear as follows:
THE J. A. COMPANY 
BALANCE SHEET 
December 31, 1926 
Assets
Cash ..........................................$1,500
Installment Sales Contracts,
Jewelry, 1925 ...........  13,000
Installment Sales Contracts,
Clothing, 1925 .............  10,000
Installment Sales Contracts,
Jewelry, 1926 .............  36,000
Installment Sales Contracts,
Clothing, 1926 .............  30,000
Inventory, Dec. 31, 1926,
Jewelry ........................  30,000
Inventory, Dec. 31, 1926,
Clothing ........................  40,000
Furn. & Fixtures ..$2,000  
L ess: Reserve for
Depreciation __  400
------  1,600
Prepaid Charges .................. 1,000
Total Assets .................... $163,100
In analyzing Bad Debts, we find that 
these are determined to be actually 
worthless and written off the books. 
However, we must transfer the full 
amount from Surplus, thus:
Reserve for Unrealized
Profit, 1925 ............. $3,800.00
Reserve for Unrealized
Profit, 1926 .............  1,559.20
Bad Debts ........................  4,640.80
To Surplus .................. $10,000.00
Installment Accounts, Balance December 31,
1926 ............................................................. ..
Per Cent of Gross P r o f i t .....................................
Amount unrealized ................................................
Amount unrealized per Adjusted Balance 
Sheet following ..............................................
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 47
L ia b i l i t ie s ,  C a p i ta l ,  e tc .
A c c o u n ts  P a y a b le ,  T r a d e . . 25,000 
R e s e rv e  f o r  U n re a l iz e d
P r o f i t ,  1925 ....................  12,500
R e s e rv e  f o r  U n re a l iz e d
P r o f i t ,  1926 ....................  35,088
C a p i ta l  S to c k  I s s u e d  ..........  50,500
S u rp lu s ,  B a l a n c e
1-1-26  .....................$5,000
(  a )  R e a liz e d  P r o f i t
T e a r  1926 .......... 35,012
-----------  40,012
T o ta l  L ia b i l i t ie s ,  C a p i ta l ,
e tc .............................................. 163,100
( a )  S u b je c t  to  p ro v is io n  f o r  F e d e r a l  In c o m e  
T a x .
W e m ay now  su p p lem en t th e  T ra d ­
ing  S ta tem en ts  w ith  a  S ta te m e n t of 
P ro fit & Loss on  In s ta llm e n t B asis.
T H E  J .  A . C O M P A N Y  
S T A T E M E N T  O F  P R O F I T  & L O S S
I n s ta l lm e n t  B a s is  
Y e a r  1926
In c o m e  R e a liz e d  o n  c o lle c tio n  o f
I n s ta l lm e n t  A c c o u n ts  ...............  $71 ,400 .26
In c o m e  R e a liz e d  o n  f o r f e i te d  D e ­
p o s i ts  ................................................  1,500.00
In c o m e  R e a liz e d  o n  re p le v in e d
M e rc h a n d is e  .................................... 1,550.00
In c o m e  R e a liz e d  o n  c a s h  sa le s ,
e tc ............................................ ................. 18,482.00
T o ta l  In c o m e  R e a liz e d  . . . . . . .  92,932.26
L e s s : E x p e n s e s  ............. $55,000.00
B a d  D e b ts  ..................  5,920.26
--------------- 60,920.26
O p e ra t in g  P r o f i t  .........................  32,012.00
A d d :  P u r c h a s e  D is c o u n t  E a r n e d .  3 ,000.00
N e t  R e a liz e d  P r o f i t  f o r  y e a r  . . 35,012.00
T he books a re  now  on th e  in s ta ll­
m e n t basis. If  i t  is d es ired  an d  i t  is 
possib le  to  do so, th e  books m ay now  
be k e p t on such  basis as i l lu s tra te d  e a r ­
l ie r  in  th is  a rtic le . O r th e y  m ay  be 
k e p t on  th e  s t r a ig h t  a cc ru a l b asis  and  
th e  p ro ced u re  h e re  show n follow ed a t  
th e  end  of each  acco u n tin g  p e rio d  w hen  
in v en to ry  is ta k e n , a t  le a s t an n u a lly .
A T ax R e tu rn  filed on  th e  in s ta l l­
m e n t basis sh ou ld  be accom pan ied  by 
a  n o ta tio n  o r le t te r  s ta tin g  th a t  th e  
r e tu rn  is so filed. T h e  re tu rn  shou ld  
be accom pan ied  by th e  T rad in g  S ta te ­
m en t show ing  ca lc u la tio n  of p e rcen tag e  
of G ross P ro f it to  n e t sa les  an d  th e  
S ta te m e n t of P ro fit & Loss, an d  p re ­
fe rab ly  a lso  th e  an a ly s is  of A ccounts 
R eceivab le  C on tro llin g  A ccounts.
In  a ll  cases w h ere  a p ro te s t is filed 
a g a in s t th e  find ings of an  exam in ing  
F e d e ra l officer, C om m iss ioner’s M im eo­
g ra p h  R . A. No. 424 q u o tes  th e  fo l­
low ing  p a ra g ra p h  fro m  D ep a rtm en t 
C ircu la r 230 a s  rev ised  J u ly  1, 1927:
“ E v ery  affidavit, a rg u m e n t, b rie f, o r 
s ta te m e n t of fa c ts  p re p a re d  o r filed by 
an  a tto rn e y  o r a g e n t as a rg u m e n t o r 
evidence in  th e  m a tte r  of a  c la im  o r tax  
m a tte r  pen d in g  befo re  th e  T re a su ry  De­
p a r tm e n t sh a ll have  th e re o n  a  s ta te ­
m en t signed  by such  a tto rn e y  o r a g e n t 
show ing  w h e th e r  o r  n o t h e  p rep a red  
such  do cu m en t an d  w h e th e r  o r n o t th e  
a tto rn e y  o r a g e n t know s of h is  ow n 
know ledge th a t  th e  fa c ts  co n ta in ed  
th e re in  a re  t r u e .”
T he fo llow ing  affidavit has been  ac­
cep ted  by th e  D ep a rtm en t:
A FFID A V IT
C leveland, O hio, J u n e  19, 1928. 
B efo re  me, a  N o ta ry  P u b lic , in  and  
fo r  th e  C oun ty  of C uyahoga, ap p ea red
I. J . S am uels, to  m e p e rso n a lly  know n, 
w ho, b e in g  firs t d u ly  sw orn , s ta te d  th a t  
h e  is th e  d u ly  au th o r iz e d  a g e n t of T he 
J . A. Co., C leveland, Ohio, th a t  he  is a 
C ertified  P u b lic  A cco u n tan t of th e  
S ta te  of In d ian a , th a t  he is a d m itte d  to 
p rac tice  b efo re  th e  T re a su ry  D ep a rt­
m en t of th e  U n ited  S ta te s , an d  th a t  he 
p re p a re d  th e  w ith in  P ro te s t, an d  know s 
w ith in  h is  ow n know ledge th e  fac ts  
th e re in  a re  tru e .
(A g en t)
.N. P .
I f  th e  a g e n t is to  h an d le  th e  case fo r 
th e  tax p ay e r w ith  th e  G overnm en t, a  
P o w er of A tto rn ey  is req u ired . P re n - 
t i ce-H all, Inc., s ta te s  th e  fo llow ing  re ­
g a rd in g  pow er of a tto rn e y  to  p rac tice  
before T reasu ry  D epartm ent:
“No a tto rn e y  o r  a g e n t re p re se n tin g  
c la im an ts  o r o th e rs  befo re  an y  of th e  
offices of th e  B u reau  of In te rn a l 
R evenue sha ll appear o r be recognized 
in  an y  case, m a tte r , c la im  o r o th e r  p ro ­
ceed ing  o r b usiness  p en d in g  in  sa id  of­
fice un less  sa id  a tto rn e y  o r a g e n t p re ­
sen ts  an d  files a  pow er of a tto rn e y  
fro m  h is  p rin c ip a l in  p ro p e r fo rm  a u ­
th o r iz in g  h im  to  p ro secu te  th e  case, 
claim , o r m a t te r  in  qu estio n . Such 
pow er of a tto rn e y  sh a l l a lw ays be  filed 
befo re  such  a tto rn e y  o r a g e n t is recog ­
n ized. In  th e  even t, how ever, th a t  an  
a tto rn e y  o r a g e n t p re se n ts  h im se lf fo r 
conference  w ho is n o t fa m ilia r  w ith  
th is  re q u ire m e n t, o r w ho can  show  th a t  
he has n o t h a d  rea so n ab le  o p p o rtu n ity  
to o b ta in  a  pow er of a tto rn e y  fro m  h is 
c lien t, b u t is ab le  to  p roduce  such  ev i­
dence as w ill re a so n ab ly  convince th e  
conferee  th a t  h e  h as  a u th o r ity  to  re p ­
re se n t th e  tax p ay e r, such  a tto rn e y  or 
a g e n t m ay  be h e a rd  w ith  th e  u n d e r­
s ta n d in g  th a t  a  pow er of a tto rn e y  in  
p ro p er fo rm  w ill be p ro m p tly  fo rw a rd ed  
to  th e  b u re a u  an d  th a t  u n ti l  such  
pow er of a tto rn e y  sh a ll have  been  filed 
th e  p o in ts  ra ised  a t  th e  conference  by 
such  a tto rn e y  o r a g e n t w ill n o t be con­
s idered .
“A ny P o w er of A tto rn ey  offered  in  
evidence in  an y  case w ill be accep ted  
on ly  p rov ided  i t  is in  re g u la r  fo rm .
“ I t  is considered  necessary  in  a ll
cases th a t  th e  pow er of a tto rn e y  con­
ta in  lan g u ag e  to  convey th e  p r in c ip a l’s 
in te n tio n  th o u g h  n o t n ecessa rily  in  
s tr ic tly  leg a l fo rm .
“ T he pow er of a tto rn e y  m u s t be a t ­
te s te d  by a  n o ta ry  pub lic  o r  be w it­
nessed  by tw o d is in te re s te d  in d iv id u a ls .
“ T he a u th o r ity  d e leg a ted  to  an  a t ­
to rn e y  o r a g e n t in  a  pow er of a tto rn e y  
e n u m e ra tin g  c e rta in  specific a c ts  w h ich  
m ay  be done w ill be considered  lim ited  
to  th o se  ac ts  u n less  th e  pow er of a t­
to rn e y  co n ta in s  a  s ta te m e n t th a t  th e  
en u m e ra tio n  of specific pow ers is n o t 
to  be c o n stru ed  as a  lim ita tio n  upon  th e  
a g e n t’s a u th o r ity  to  do an y  a c t w h ich  
th e  g ra n to r  m ig h t law fu lly  do.
“ T he pow er of a tto rn e y  sh ou ld  be 
sig n ed  as fo llow s:
“ a. In  th e  case of an  in d iv id u a l ta x ­
pay er, by su ch  in d iv id u a l.
“ b. In  th e  case  of a  p a rtn e rsh ip , 
e ith e r  by a ll  m em bers o r in  th e  nam e 
of th e  p a r tn e rsh ip  by one of th e  p a r t ­
ners .
“c. In  th e  case of a  co rp o ra tio n , by 
an  officer of th e  c o rp o ra tio n  h av in g  a u ­
th o r ity  to  b in d  sam e an d  be a tte s te d  by 
th e  se c re ta ry  of th e  co rp o ra tio n  o ver 
th e  co rp o ra te  seal.
“ 1. A pow er of a tto rn e y  g ra n te d  by 
co rp o ra tio n  sh o u ld  s ta te  w h e th e r  o r n o t 
th e  co rp o ra tio n  h as  a  sea l an d  th e  sea l 
sh ou ld  be affixed to  th e  pow er in  a ll  
cases w h ere  one is u sed  by th e  co rp o ra ­
tio n . I f  th e  pow er of a tto rn e y  show s 
th a t  th e  c o rp o ra tio n  h a s  no seal, a  ce r­
tified  copy of a  re so lu tio n  d u ly  p assed  
by th e  b o a rd  o f d ire c to rs  of sa id  
co rp o ra tio n  g iv ing  its  officers a u th o r ity  
to sign  th e  sam e should be subm itted .
“ 2. I f  th e  officer w ho signs th e  pow er 
of a tto rn e y  is a lso  sec re ta ry , a n o th e r  
officer of th e  co rp o ra tio n  m u s t a lso  sign  
th e  in s tru m e n t so th a t  tw o d iffe ren t in ­
d iv id u a ls ’ s ig n a tu re s  w ill ap p ea r th e r e ­
on.
“ D o cum en ta ry  s tam p s n o t to  be a f­
fixed to  pow ers of a tto rn e y  a f te r  M arch
28, 1926.
“ W hen  th e  a tto rn e y  o r a g e n t la te r  
ap p ea rs  befo re  th e  B u reau , he sho u ld  
fu rn ish  a certified  copy of th e  pow er of 
a tto rn e y  w hich  h as  been  filed w ith  th e  
B u re a u  o r  w ith  th e  co llec to r, d ep u ty  
co llec to r, o r rev en u e  ag en t, . . . and  
w h en  w rit in g  to  th e  B u reau , sh ou ld  
s ta te  th a t  a  pow er of a tto rn e y  has been 
filed w ith  th e  B u re a u .”
T he fo llow ing  pow er of a tto rn e y  has 
been  accep ted  by th e  D ep a rtm en t fo r 
re p re se n tin g  a  co rp o ra tio n .
P ow er o f A ttorney
C leveland, Ohio, Ju n e  19, 1928. 
T re a su ry  D ep a rtm en t of U. S.
S irs : T h is is to  C E R T IFY  th a t  a u ­
th o r ity  is hereb y  g iven  to  I. J . Sam uels,.
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C. P . A., to  p rep a re  p ro te s t in  an sw er 
to  F e d e ra l G overnm en t P ro p o sed  S ta te ­
m en t of A d ju stm en ts , le t te r  E G R :N J  of 
M ay 31, 1928, E x a m in e r’s re p o r t d a ted  
May 5, 1928, covering  yea rs  1925 and  
1926; to re p re se n t th is  C o rp o ra tio n  as 
its  du ly  au th o rized  ag e n t in  a ll m a tte rs  
a p p e rta in in g  th e re to ; to  a tte n d  any  
co n ference  in c id en ta l th e re to , to  nego­
tia te  w ith  th e  F e d e ra l G overnm en t, to 
s ign  any  a g reem en ts  necessary , and , 
in  g en era l, p e rfo rm  all th e  d u tie s  inc i­
d e n ta l th e re to .
T he J . A. Co.
By ( S ig n e d ) .......................P res .
C orporation Seal.
S e c re ta ry ’s C ertifica te
I h e reb y  C E R T IF Y  th a t  I am  th e  
d u ly  ap p o in ted  S ec re ta ry  of T he J . A. 
Co. and  th a t  J . A. is its  du ly  ap p o in ted
T H E O R Y  O F ACCOUNTS 
(T im e a llow ance 4 h o u rs )
Q uestion  No. 1 (W e ig h t 10 p o in ts ) .
C lassify  th e  fo llow ing  in  th e  B alance 
S hee t o r P ro fit an d  Loss S ta tem en t.
(a )  D eposit m ade w ith  th e  c o u rt to 
cover costs in  a t r ia l  w h ich  h as  n o t ye t 
been  called .
(b )  R en ts  co llected  in  advance.
(c) O rganization  Expense.
(d )  P a y  C hecks w hich  have been  is­
sued  b u t have  n o t y e t been  p re sen ted  to 
th e  b an k .
(e ) S ink ing  F u n d  R eserve .
(f )  N otes rece ivab le  d isco u n ted  a t 
th e  b an k .
(g ) P rem iu m  on life  in su ra n c e  policy 
h av in g  a su r re n d e r  va lue .
(h )  A d iv idend  d ec la red  and  p a id  by 
a su b s id ia ry  of w h ich  no tice  h a s  been  
received  b u t n o t th e  d iv idend  check .
( i)  P re m iu m  on c ap ita l stock  issued .
Q uestion  No. 2 (W e ig h t 10 p o in ts ) .
(a )  Mr. W ard  h a s  offered  to  p u r ­
chase  Mr. L o n g ’s b u sin ess  a t  its  p re se n t 
w o rth  p lu s  th re e  y e a rs ’ n e t e a rn in g s  
an d  Mr. L ong  h as  accep ted . L ong  h as  
on h is  books “ G oodw ill,” “ M erchand ise  
In v en to ry  (a t  cost befo re  d ed u c tin g  th e  
u su a l d is c o u n ts ) ,” "O rg an iza tio n  E x­
p en se ,” and  “ D iscoun t on B onds so ld ” 
w hich  W ard  claim s sh ou ld  be a d ju s te d  
befo re  p re se n t w o rth  is com puted .
L ong has a lso  excluded  from  h is com-
P re s id e n t, an d  th a t  th e  above s ig n a tu re  
is h is  g en u in e  s ig n a tu re .
(S igned ) .............................. Sec.
C orporation Seal.
A ffidavit
C leveland, Ohio, J u n e  20, 1928.
B efore m e, a N o ta ry  P u b lic , in  and  
for the  C ounty of Cuyahoga, appeared 
J .  A. to m e p e rso n a lly  know n, w ho, be­
ing  firs t du ly  sw orn , s ta te s  th a t  he is 
th e  du ly  ap p o in ted  p re s id e n t of The 
J . A. Co., a  co rp o ra tio n  of th e  S ta te  of 
Ohio, th a t  he h as  fu ll  a u th o r ity  to  is­
sue  th e  above P o w er of A tto rn ey , and  
th a t  th e  above s ig n a tu re  is h is  tru e  and 
g enu ine  s ig n a tu re  m ade of h is  fre e  w ill 
in  m y p resence.
(S igned ) ............................P re s .
(S igned) ............................N. P.
My com m ission exp ires Sept. 29,
1929.
p u ta tio n  of n e t incom e “ In te re s t on 
N otes and  A ccounts P a y a b le ,” and  
“ C ost of Successful S u it to  D efend 
P a te n t” on th e  g ro u n d  th a t  th ey  a re  
n o t p a r t  of th e  u su a l o p e ra tin g  ex­
penses an d  so shou ld  n o t be considered  
in  a  tran sa c tio n  of th is  k ind . To th is  
W ard  also ob jects.
You a re  asked  to  se ttle  th e  questions 
an d  th ey  have ag reed  to ab ide  by your 
decision. S ta te  y ou r recom m endations.
(b ) A S tree t R a ilw ay  Com pany sells 
six teen  tokens fo r one do llar, each 
token  e n titl in g  th e  h o ld e r to  one ride, 
w hereas cash  fa res  a re  te n  cen ts each. 
H ow w ould  you advise accoun ting  fo r 
th is  p rac tice?
Q uestion  No. 3 (W eig h t 15 po in ts.)
Mr. H. S. Moe ow ns 2,500 sh a res  of 
stock  in  th e  S ave-a-m inute  W ash ing  
M achine Com pany. The fo llow ing  in ­
fo rm a tio n  is ta k e n  from  th e  a n n u a l B al­
ance Sheet of th e  Save-a-m inu te  W ash ­
ing  M achine Com pany d a ted  Ju n e  30, 
1928.
N o n -p a r  c o m m o n  s to c k  (4 ,000
s h a r e s )  ..................................................... $80,000
P r e f e r r e d  s to c k  (6 p e r  c e n t  c u m u ­
la t iv e )  ..................................................... 100,000
S u rp lu s  .......................................................... 40,000
R e s e rv e  fo r  ta x e s  ................................. 12,000
S in k in g  fu n d  re s e rv e  ..........................  16,000
R e a p p r a is a l  s u rp lu s — M a c h in e r y . . 20,000
R e s e rv e  fo r  o b so le sc en c e  .................. 8,000
L e a se h o ld  im p ro v e m e n ts  ( a t  c o s t
J u ly  1 , 1926) . . .................................  4,000
N e t in co m e— F is c a l  y e a r  1927-28 . 10,000
A stu d y  of th e  com pany ’s books also 
revea ls  th e  fo llow ing  in fo rm a tio n .
(a )  T he com pany  m akes a  p rac tice  
of keep ing  th e  m ost re c e n t y e a r’s p rofits 
sep a ra ted  u n ti l th e  close of th e  fo llow ­
ing  fiscal year.
(b ) A tr a c t  of la n d  w o rth  $6,000 
w as do n a ted  on  O ctober 10, 1927, by 
th e  city  council to  th e  S ave-a-m inute  
W ash ing  M achine C om pany fo r th e  con­
s tru c tio n  of F a c to ry  No. 2, com pleted  
on Ju n e  16, 1928. No e n try  w as ever 
m ade on th e  books excep t to  charge  
re g is tra tio n  costs, a t to rn e y ’s fees, and  
a b s tra c tin g  expenses of $400 to  “ L egal 
E xpense .”
(c) On A pril 1, 1928, th e  m ach inery  
in  th e  fac to ry  w as re -a rra n g e d  to  p ro ­
v ide fo r a new  ro u tin g  of p ro d u c tio n  a t 
a cost of $600. T h is  w as charged  to 
“ M iscellaneous G enera l E x p en se .”
(d ) In  A pril,  19 27, th e  com pany suc­
cessfu lly  defended  a s u it  a tte m p tin g  to  
cancel its  lease, on  F a c to ry  No. 1 and  
lan d  p e r t in e n t th e re to , a t  a  cost of $2,- 
850, w hich  w as c h a rg ed  to  lega l ex­
pense. T he te rm  of th e  lease u n d er 
w hich  th e  com pany  is  o p e ra tin g  is  25 
years and  it exp ires on  Ju n e  30, 1946.
(e) In  1926, th e  fo u n d ry , be ing  te m ­
p o ra rily  ah ead  of p ro d u c tio n , took  an  
o rd e r fo r th re e  th o u sa n d  desk  castings 
fo r th e  Cox School F u rn i tu re  Com pany. 
F o r  th is  o rd e r i t  m ade p a tte rn s  a t  a 
cost of $300, w h ich  w as cha rg ed  to 
“ P a tte rn s .” T he w o rk  w as b e g u n  on 
Ju ly  7, 1926, an d  th e  job  w as fin ished 
on S eptem ber 15, 1926. T he com pany’s 
p rac tice  has  been to  dep rec ia te  th e  p a t­
te rn s  accoun t a t  20 p e r cen t on the  
average  of o pen ing  an d  closing  b a l­
ances.
(f) In  May, 19 26, th e  com pany paid  
an  a r t is t  $500 to  d esign  a  su itab le  
tra d e m a rk  and  in  O ctober, 1926, paid  
$200 fo r re g is tra tio n  of th e  tra d e m a rk . 
The $500 w as c h a rg e d  to  “ A dvertis­
in g ” an d  th e  $200 to  a “ T ra d e m a rk ” 
accoun t w hich  h a s  been  d ep rec ia ted  a t 
10 p er cen t on d im in ish in g  balances.
(g ) On N ovem ber 7, 1927, th e  p re ­
fe r re d  stock  issue  w as sold  a t $103,000 
an d  th e  excess o v e r p a r  w as c red ited  
to “P ro fit and  L oss on  S ecu rities  S o ld .”
(h ) On A pril 1, 1928, bonds of a par 
va lue  of $2,000 o rig in a lly  sold a t  p a r  
w ere pu rch ased  on  th e  open m a rk e t a t  
$9 0 per h u n d re d . T hese  w ere charged  
to ‘S ink ing  F u n d  R e se rv e ” a t  th e ir  p u r­
chase p rice  and cance lled .
(i) A sand p it  purchased  in  1924 a t 
a cost of $200 w as e s tim a te d  to  co n ta in
6,000 cubic y a rd s  o f san d . On M arch
1, 1927, th e  p it w as opened  and  since 
th a t  d a te  50 cub ic  y a rd s  p e r m on th  
have been  ta k e n  o u t. No e n try  has  
ever been m ade on  th e  books to  ind ica te  
the  fa c t th a t  san d  h a s  been  rem oved.
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Mr. Moe has ag reed  to se ll h is  stock  
on th e  basis  of book v a lu e  p lu s th re e  
y ea rs  p u rch ase  of th e  la s t  y e a r ’s n e t in ­
com e. You a re  a sk ed  to go over th e  
books of th e  com pany an d  (1 ) p rep a re  
jo u rn a l e n tr ie s  to  c o rrec t an y  e rro rs  
you m ay find an d  (2 )  p re p a re  a  s ta te ­
m en t of th e  p ro p e r se llin g  p rice  of Mr. 
M oe’s stock  u n d e r th e  ag reem en t.
Q uestion  No. 4 (W e ig h t 7 p o in ts .)
T he H i T est G ear C om pany needed  a 
c u tt in g  m ach ine  to  use in  c u tt in g  gears . 
A ccord ing ly  i t  a sk ed  fo r  b ids from  sev­
e ra l good m ach in e ry  m a n u fa c tu re rs . 
W hen  th e  b ids w ere opened  i t  w as 
fo u n d  th a t  th ey  ra n g e d  fro m  $7,500 to  
$9 ,000 . B eliev ing  i t  cou ld  do b e tte r  in 
its  ow n shop th e  com pany  re fu se d  a ll 
b ids an d  o rd e red  th e  m ach ine  b u il t  in 
its  ow n p lan t. W hen  th e  m ach ine  w as 
com ple ted  i t  w as fo und  th a t  i t  h ad  cost 
in  m a te r ia l an d  d ire c t lab o r $4,800 and  
th a t  th e  m a te r ia ls  am o u n ted  to  60 per 
c en t of th e  d irec t lab o r cost. F o r  th e  
m o n th  d u rin g  w hich th is  m ach ine  w as 
co n stru c te d  costs fo r th e  p la n t w ere :
M a te r i a ls  .....................................................  $900,000
L a b o r ,  d i r e c t  ...........................................  1 ,500,000
F a c to r y  b u rd e n  ......................................  450,000
A d m in is t r a t iv e  a n d  s e ll in g  e x ­
p e n se s  .......................................................  150,000
W h at e n try  o r en tr ie s  shou ld  be 
m ade to se t up th e  m achine on the 
books a t its  p ro p e r value?
Q uestion  No. 5 (W eig h t 8 po in ts .)
T he W a rren  P ap e r C om pany con­
s tru c te d  a  new  pulp  m ill fo r $50,000. 
M oney w as borrow ed  fo r th e  co n stru c ­
tio n  on sh o r t tim e loans on w hich the  
com pany  paid  $3,500 in te re s t. A fte r 
th e  bu ild in g  w as up, bonds to th e  
am o u n t of $40,000 w ere issued  to  pay 
off p a r t  of th e  loan . The bonds w ere 
so ld  to an  in v es tm en t b an k e r fo r  $36,-
000. The co u rt tr ia l  and  ju d g m e n t costs 
o f a  su it g row ing  o u t of an  in ju ry  
su s ta in e d  by a fisherm an  on  th e  riv e r 
o n  accoun t of an  o b s tru c tio n  in  th e  
s tre a m  d u rin g  th e  co n stru c tio n  of the  
p u lp  m ill am o u n ted  to  $2,500. T he 
com pany  has ch arg ed  th e  P u lp  M ill on 
its  books a t  $60,000. You a re  asked  
by a sto ck h o ld e r to  com m ent on th is  
s itu a tio n . S ta te  y ou r answ er.
Q uestion  No. 6 (W eig h t 7 po in ts.)
T he D art M an u fac tu rin g  C om pany 
h a s  e s tim a ted  from  experience th a t  its 
av e rag e  loss each y ea r from  acciden ts 
th ro u g h  aw ard s u n d e r th e  w o rk m en ’s 
com pensation  ac t is ab o u t 4 p er cen t of 
i ts  to ta l pay ro ll. D esiring  to  charge  
o p e ra tio n s w ith  th e  average  am o u n t 
e ach  y ea r an d  to se t aside  an  equal 
a m o u n t of cash  in  a  special bank  ac­
c o u n t to  prov ide fo r th e  se ttle m e n t of 
a w a rd s  th e  b o a rd  of d irec to rs  a u th o r ­
ized th e  T re a su re r  to  d raw  a check fo r 
th e  p ro p e r am o u n t on D ecem ber 31st,
1927, an d  open th e  new  bank  account. 
P ay ro lls  fo r  1927 to ta le d  $150,000.
On Ja n u a ry  28, 1928, H. F . B row n 
w as severe ly  b u rn ed  in  th e  m ou ld ing  
room  an d  on M arch 10 th  w as aw ard ed  
$1,800 dam ages payab le  in  fo u r equal 
in s ta llm en ts , th e  first a t  once and  the  
rem a in d e r on  Ju ly  1, 19 28, Ja n u a ry  1,
1, 1929, an d  Ju ly  1, 1930. The first 
in s ta llm e n t w as pa id  on M arch 15 th  ou t 
of th e  specia l funds . W h a t a re  th e  
p roper en tr ie s  to  reco rd  th e  fo rego ing?
Q uestion  No. 7 (W eig h t 8 po in ts .)
The H eavy  F ill Can C om pany in  a d ­
d itio n  to  m a n u fa c tu r in g  cans m an u fac­
tu re s  m ach in ery  w hich  i t  re n ts  ou t, b u t 
re fu ses  to  sell, to  those who buy its 
cans. T he m ach ines a re  k e p t in  a very  
h igh  s ta te  of re p a ir  b u t because of the  
cond itions u n d e r w hich  th ey  op e ra te  
a re  e s tim a ted  to  have a  life  of only  10 
years . On th e  o th e r  h an d  th e re  a re  new  
devices co n tin u a lly  be ing  b ro u g h t ou t 
and  like lihood  of th e  m ach ines becom ­
ing obso lete  is g rea t. A ssum e th e  m a­
ch ines cost $2,500 to m an u fac tu re  and  
re n t  fo r  $1,000 each  y ear. W h a t w ould  
be y ou r advice as to  th e  p ro p e r p ro ­
cedure  to  follow  in  accoun ting  fo r th e  
cost of th ese  m achines?
Q uestion  No. 8 (W eig h t 10 po in ts .)
E x p la in  y o u r u n d e rs ta n d in g  of the  
m ean ing  of th e  fo llow ing  te rm s:
(a )  C ap ita l E x p en d itu res .
(b ) C om posite D epreciation .
(c) R ea liza tio n  an d  L iq u id a tio n  Ac­
count.
(d ) D im in ish ing  A ssets.
(e) D eficit.
(f )  H y po theca ted  A ssets.
(g ) T rad in g  P rofits .
(h )  In su ran ce  F u n d .
Q uestion  No. 9 (W eig h t 10 po in ts.)
S um ner and  B row n is a p a rtn e rsh ip  
hav ing  a  to ta l in v es tm en t of $35,000, 
of w hich S um ner ow ns tw o -th ird s  and  
B row n ow ns o n e -th ird . The p a rtn e rsh ip  
a g re em e n t p rov ides th a t  p rofits and 
losses sh a ll be d iv ided  equally . Gray 
w an ts a  one-six th  in te re s t in  th e  firm , 
bo th  as to  c ap ita l and  as to  d iv ision  of 
profits an d  losses. No defin ite ag re e ­
m en t h a s  been  e n te re d  in to  fo r a d m it­
tin g  G ray b u t five d is tin c t p lan s have 
been su b m itted  by v arious m em bers of 
th e  firm . You a re  asked  to  p rep a re  
Jo u rn a l en tr ie s  to  p ro p erly  ca re  fo r
 each of th e  proposed  p lans. T he p ro ­
posals a re :
1. T h a t G ray shou ld  pay in  $8,200 
an d  be c re d ited  w ith  $7,200.
2. T h a t G ray is to  pay  in  and  be c red ­
ited  w ith  $7,500.
3. T h a t G ray shou ld  pay in  $5,800 
and  be c re d ited  w ith  $6,800.
4. T h a t G ray sh o u ld  pay  in  an d  be 
cred ited  w ith  $7,000.
5. T h a t G ray shou ld  pay in  $6,500 
and  be c red ited  w ith  $7,000.
Q uestion  No. 10 (W eig h t 15 p o in ts .)
In  th e  y ear 1925 th e  B adger M illing 
Com pany, of G reen Bay, W isconsin , 
sh ipped  th re e  ca rloads of flour to  th e  
R . J .  A dam s C om pany, a n  e a s te rn  con­
cern , on a 60-day open accoun t. The 
flour a rr iv ed  a t  its  d es tin a tio n  in  J a n ­
u ary , 1926, b u t th e  R . J . A dam s Com­
pany, c la im ing  th a t  th e  goods w ere d e ­
fective, re fu sed  th e  sh ipm en t. The 
ra ilro a d  com pany no tified  th e  B adger 
M illing C om pany of th e  re fu sa l an d  th e  
la t te r  com pany in s tru c te d  th e  ra ilro a d  
com pany to  r e tu rn  th e  sh ipm en t. In  
A pril, 1926, th e  flour w as re tu rn e d  to  
G reen B ay an d  received  a t  th e  w are ­
house.
An ex am in a tio n  of th e  re tu rn e d  sh ip ­
m en t show;ed th a t  ap p ro x im ate ly  tw o- 
th ird s  of th e  flour w as u n d am aged  b u t 
th a t  th e  rem a in d e r w as in  bad  condition . 
In  o rd e r to  m inim ize th e  loss, th e  com ­
pany  officials decided to  se ll th e  flour 
a t  w h a tev er p rice  th ey  could ob ta in , 
and  to  file a  c la im  a g a in s t th e  ra ilro a d  
com pany  fo r dam ages. A ccordingly, a 
c laim  w as filed d u rin g  th e  y ea r 1926, 
an d  in  19 27 th e  ra ilro a d  com pany a l­
low ed an d  paid  $1,742.46 on th is  claim .
T he tra n sa c tio n  in  1925 w as tre a te d  
by th e  B adger M illing C om pany as a 
com pleted  tran sa c tio n  and  th e  re sa les  in
1926 w ere  tre a te d  th e  sam e as o th e r 
sales d u rin g  th a t  year. All expenses re ­
la tin g  to  th e  re tu rn e d  sh ipm ent, w ith  
th e  exception  of th e  r e tu rn  f re ig h t 
charge , w ere charged  as g en e ra l o p e ra t­
ing  costs fo r  th e  year. D uring  th e  y ear 
1925 th e  com pany o p era ted  on a m arg in  
of g ross p ro fit of 25 p er cen t.
T he follow ing is th e  led g er accoun t of 
th e  R . J . A dam s C om pany on th e  books 
of the  B adger M illing C om pany:
L E D G E R  A C C O U N T  O F  T H E  R . J .
A D A M S  C O M P A N Y
N ov. 11, 1925— M dse .—
1 c a r  f l o u r ....................  $3,642.50
N ov. 11, 1925— M d se .—
1 c a r  f l o u r ....................  5,334.50
D ec. 18, 1925— M dse .—
1 c a r  f l o u r ....................  5,561.50
A p r. 23, 1926— F r e ig h t
o n  3 c a r s  r e tu r n e d  . . 2 ,718.41  
J a n .  26, 1927— C a s h  on
c la im  .................................
D ec. 31, 1927 —  C losed  
to  p ro f it  a n d  l o s s . . . .
17,256.91 17,256.91
A ca re fu l exam ina tion  of th e  com ­
p an y ’s reco rd s show s th a t  th e  fo llow ­
ing  ad d itio n a l expenses re su lte d  from  
th e  re fu sed  sh ip m en t:
T r u c k in g  e x p e n s e ...................................  $112.00
M illin g  c o s t  to  re c o n d it io n  ............. 850.70
$1,742.46
15,514.45
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T he c la im  a g a in s t th e  ra i lro a d  com ­
pany , c o n ta in in g  th e  fo llow ing  item s, 
w as n o t e n te re d  on  th e  books o f th e  
B ad g er M illing  C om pany:
P r e p a id  f r e ig h t  ......................................  $2,701.58
F r e ig h t  o n  r e tu r n e d  s h ip m e n t  . . . .  2 ,718.41
T r u c k in g  e x p e n s e .................................... 112.00
M ill in g  c o s t  to  r e c o n d i t i o n .............  850.70
R e s a le  lo s s  ................................................  5 ,189.03
T o ta l  a m o u n t  o f c l a i m .............  11,571.72
T h e  sa les  re co rd s  fo r 1926 show  th a t  
th e  u n d am ag e d  flour w as so ld  a t  th e  
w areh o u se  fo r  $7 ,250 cash . T he reco n ­
d itio n ed  flour w as so ld  fo r $2 ,000 cash  
and  th e  badly dam aged flour w as sold 
fo r  $99.47. T he sa le  of flour w as 
c red ited  to cash  flour sa les  an d  th e  sale  
of th e  dam aged  flour to  m isce llaneous 
feed  sa les.
You a re  re q u ire d  to  su b m it: (1 ) 
J o u rn a l e n tr ie s  to  a d ju s t  th e  n e t incom e 
of th e  B ad g er M illing  C om pany fo r each  
of th e  several years involved. (2) Con­
densed  s ta te m e n t show ing  th e  a c tu a l 
loss re s u ltin g  fro m  th e  re fu se d  sh ip ­
m en t.
AUDITING
(T im e A llow ance—-4 h o u rs )
Q uestion  No. 1:
T he Ja m e s  S irup  C om pany w en t 
b a n k ru p t in  J a n u a ry  19 22. T he q ues­
tio n  of fra u d  a ro se . Y our a u d it of th e  
financ ia l reco rd s rev ea led  n o th in g  of 
im p o rtan ce . H ow ever, a  su m m ary  of 
.1921 sa les  reco rd  show ed 322,946 g a l­
lons of siru p  shipped by X  ra ilroad , 
245,154 g a llons v ia  B ra ilro a d  an d  100,- 
111 g a llons sh ipped  by tru c k in g  com ­
p an ies  tw en ty -e ig h t m iles to  M ilw aukee. 
A ll s iru p  m a n u fa c tu re d  w as so ld  in  
1921. In v en to ry  a t  th e  b eg in n in g  of 
1921 to ta le d  20,000 gallons. D aily  
p ro d u c tio n  reco rd s  show ed a  to ta l  of 
716,662  gallons packed  in  1921. 23,140 
ga llo n s w ere  dum ped  and re-run. Give 
ex p lic it in s tru c tio n s  to  th e  m an  in  
ch a rg e  of th e  a u d it  as to  h is  p ro ced u re .
Q uestion  No. 2:
T he J u a n i ta  G olf Club is a  no n  p ro fit 
com pany  w ith o u t c ap ita l sto ck  and  
fo rm ed  fo r  th e  p u rp o se  of secu rin g  
m em b ersh ip s fo r  th e  cu s to m ary  go lf 
p rivileges. T he Ju a n ita  L and Club is a 
p ro fit co rp o ra tio n  w ith  250 sh a re s  of 
$100.00 p a r  v a lu e  stock . I t  w as o r­
gan ized  by S m ith , B row n, R ich a rd s  an d  
Jo n es  w ho ow n a ll th e  stock . T he L an d  
C lub h a s  an  op tion  on th e  p roposed  go lf 
cou rse  s i te  an d  w ill develop an d  o p e ra te  
sam e fo r  th e  G olf C lub. T he d irec to rs  
in  b o th  clubs a re  th e  sam e fo u r  m en 
above m en tioned .
T he c o n tra c t be tw een  th e  tw o clubs 
p rov ides fo r  co n s tru c tio n  of th e  course  
and  its  exclusive m anagem ent by the 
L an d  C lub w ith  th e  la t te r  le a s in g  th e  
u se  of sa id  p ro p e r ty  to  th e  G olf C lub fo r
te n  y ea rs  w ith  op tio n  to  p u rch ase  a t  a  
s tip u la te d  sum . T he c o n tra c t f u r th e r  
p rov ides th a t  th e  G olf C lub “ re im ­
b u rse s  th e  L an d  C lub fo r  its  serv ices 
and for use of prem ises d u rin g  period of 
agreem en t by p e rm ittin g  i t  to  receive in  
p ay m en t th e re fo r  a ll  in itia tio n  fees, 
dues, g reen  fees, locker  re n ta ls  ch a rg ed  
o r to  be ch a rg ed  an d  co llec ted  by sa id  
G olf C lub fro m  its  m em bers  an d  p a tro n s . 
Said  L an d  C lub ag ree s  to  p ay  to  Golf 
C lub 50 p e r cen t of an y  n e t p ro fit de­
riv ed  by i t  f ro m  th e  m an ag e m en t an d  
o p e ra tio n  of th e  G olf course  u n d e r  an d  
by v ir tu e  of th is  ag reem en t. Said  n e t 
profit is to  be determ ined  by deducting  
from  a ll rece ip ts , m oneys an d  fu n d s  col­
lec ted  by th e  L an d  C lub as in itia tio n  
fees, dues, g reen  fees, lo ck e r re n ta ls , 
ch a rg e s  an d  o th e r  am o u n ts  o f th e  G olf 
C lub, a ll costs, ch arg es , sa la rie s , ex­
penses an d  d isb u rsem en ts  o f an y  n a tu re  
le g itim a te ly  in c u rre d  fo r  th e  m an ag e ­
m en t, o p e ra tio n  an d  d eve lopm en t of th e  
G olf C o u rse ."
D iscussion  h a s  a r ise n  an d  S m ith , 
B row n, R ich a rd s  an d  Jo n es  re s ig n  as d i­
re c to rs  an d  officers in  b o th  clubs. S m ith  
se lls  4 of h is  sh a re s  in  th e  L an d  C lub to  
th e  fo u r  new  officers in  th e  L an d  C lub. 
T he G olf C lub m akes co n tra c ts  w ith  th e  
fo u r  r e t ir in g  officers to  p u rch ase  a ll of 
th e ir  stock . B elow  is th e  t r ia l  ba lance  
of th e  J u a n i ta  L an d  C lub books Ju ly  31, 
1928. W h a t changes, if  any , w ou ld  you 
recom m end  in  th e  p re s e n t sy s tem  of ac­
co u n ts  an d  in  th e  re la tio n s  be tw een  th e  
tw o clubs? W hat is th e  incom e tax  
s ta tu s  of th e  tw o com panies?
J U A N IT A  L A N D  C L U B  
T R IA L  B A L A N C E
J u ly  31, 1928
D r. C  r.
B a n k  c a s h  .........................  $2,354.29
A c c o u n ts  re c e iv a b le  . .  1,291.27 
N o te s  a n d  a c c o u n ts  r e ­
c e iv a b le  .........................  35,293.25
L a n d  a n d  d e v e lo p m e n t
c o u rs e  ..............................  61,360.75
M a c h in e ry  a n d  e q u ip ­
m e n t  ................................. 1 ,635.00
Office f u r n i tu r e  a n d
f ix tu re s  ............................ 364.50
W a t e r  s y s te m  ..................  5,594.99
 P r e p a id  in s u ra n c e  . . . .  315.00
In v e s tm e n ts  ....................... 24,600.00
A c c o u n ts  p a y a b le  . . . .  $91.00
A c c ru e d  c o m m iss io n s  . .  346.95
C o n tra c t  p a y a b le  —
L a n d  C lu b  s to c k  p u r ­
c h a s e  ................................. 24,600.00 
A c c ru e d  in te r e s t  ..........  588.00
L a n d  c o n t r a c t  p a y a b le .  40,000.00
N o te s  p a y a b l e .................. 7 ,000.00
D u e s  a n d  fe e s  ta x e s  
c o lle c te d  f ro m  m e m ­
b e rs  ...................................  2,458.55
T a x e s  d e b it  ....................... 2 ,871.37
T a x e s  d u e  U . S .................  631.70
C a p i ta l  s to c k  .................. 25,000.00
In i t ia t io n  f e e s .................. 51,992.00
In te r e s t  re c e iv e d  ..........  276.49
M isc e lla n e o u s  in c o m e  . 177.50
C o m m is s io n s  ....................  6 ,692.03
I n t e r e s t  ............................... 1,735.22
L e g a l  fe e s  .......................... 2,501.28
Office e x p e n s e  ..................  1 ,390.37
Office s a la r i e s  ..................  4 ,238.00
P u b l i c i ty  ............................  924.87
153,162.19  153,162.19
Q uestion  No. 3:
T he E a s te rn  C hocolated  M ilk M anu­
fa c tu r in g  C om pany  g ives you th e  figu res 
below  on  th e  costs of a  b o ttle  of choco­
la te d  m ilk . T he b o tt le  itse lf  is  tr e a te d  
as cash , 5 c be ing  c h a rg ed  th e  s to re  fo r 
each  b o tt le  d e liv ered  an d  th e  sam e 
a m o u n t p a id  by th e  C om pany fo r its  re ­
tu rn .
T he P re s id e n t e s tim a te s  th a t  low ering  
th e  p rice  p e r q u a r t  b o ttle  fro m  12½ 
cen ts to  12 cen ts and  th e  p in t bottle 
fro m  9 cen ts  to 8 cen ts  w ill in c rease  th e  
sa les  30 p e r cen t a n d  60 p e r cen t 
respective ly . T o ta l b o ttle s  so ld  in  A u­
g u s t w ere  3 ,153 ,697 . P in t  b o ttle s  av e r­
age 45 p e r c en t of th e  b o ttle  sa les. S ales­
m en  w o rk  on a  com m ission  basis  (p e r­
cen tag e  of to ta l  sa le s)  w ith  a  m in im um  
sa la ry  g u a ra n ty . O n e-th ird  of th e  sa les­
m en a re  be ing  p a id  on ly  th e  g u a ra n ty  
w age. P la n t  m ach in e ry  is o p e ra tin g  a t  
60 p e r cen t cap ac ity  an d  th e  p la n t w o rk ­
m en a t  70 p e r cen t. T he de liv ery  tru c k s  
av e rag e  tw o -th ird s  fu ll  loads. M ake 
y o u r re p o r t to th e  P re s id e n t on th e  ques­
tio n  of p roposed  d ecrease  in  sa les price.
D E L IV E R E D  C O S T  O F  C H O C O L A T E D
M IL K  A U G U S T , 1928
I n  Q u a r t I n  P in t
B o tt le B o ttle
R a w  m a te r ia l s  ............... $0.092842 $0.061421
P r o c e s s in g  D e p ts .—
.003200 .001904
S u p p lie s  u s e d  ............. .001062 .000791
P o w e r , s te a m , w a te r . .002000 .001701
F a c to r y  b u rd e n  . . . . .001061 .000785
E x e c u t iv e  s a l a r i e s .......... .002044 .002044
G e n e r a l  a d m in is t r a t iv e . .00644,6 .006743
G a ra g e  ................................. .009865 .009865
S a le sm e n ’s  c o m m is s io n s .005190 .003893
A d v e r t is in g  ....................... .001080 .001080
0.124790 0.090227
Q uestion  No. 4:
T he X erxes H o te l C om pany h an d s  you 
th e  below  re p o r t o f an  Incom e ta x  A u­
d ito r  show ing  a d d it io n a l incom e on  
w hich  th e  g o v e rn m en t p roposes to assess 
ad d itio n a l taxes. Y our an a ly s is  of th e  
L in en s E q u ip m e n t A ccount show s a n  
in itia l in v e s tm e n t of $2 ,160 .10  on  J a n ­
u a ry  1, 1922 ; ad d itio n s  o f $185 .50  in  
D ecem ber 1923 an d  $1 ,130 .00  in  De­
cem ber 1925 w hen  an  e x tra  floor w as 
added  to  th e  h o te l. T he R eserve  fo r  
D ep rec ia tion  show ed c red its  of $720.03 
in  1922, a lso  1923, $781.86 in  1924, 
a lso  1925, $1 ,158 .53  in  1926, a lso  1927. 
C harges a g a in s t th e  R eserv e  to ta le d  
$540 .50  in  1923, $1 ,070.20 in  1924, 
$810.00 in  1925, $915 .20  in  1926, $1 ,- 
165.40 in  1927. M ake a  w rit te n  re p o r t  
to  th e  P re s id e n t of th e  C om pany.
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 51
X E R X E S  H O T E L  C O M P A N Y  
In c o m e  T a x  A u d i t  1922-1927 , In c lu s iv e
D E P R E C I A T IO N  L I N E N S  E Q U IP M E N T  S C H E D U L E
Y e a r
B a la n c e
E q u ip m e n t
A c c o u n t
B e g in n in g
Y e a r
A d d itio n s  
to  E q u ip ­
m e n t  in  
P r e c e d in g  
Y e a r
D e p re c ia t io n  A llo w e d
1922 1923 1924 1925 1926 1927
1921  
1922   $2,160.10
1923
1924
1925
1926
1927
$2,160.10 $720.03 $720.03 $720.04
2,160.10
2.345.60
2,345.60
3,475.60
3,475.60
185.50
1,130.00
61.83 $61.83 $61.84
376.66 $376.66
T o ta l  D e p re c ia t io n  A llo w e d  .............  720.03 720.03 781.87 61.83 438.50 376.66
D e p re c ia t io n  C la im e d  ............................  720.03 720.03 781.86 781.86 1 ,158.53 1,158.53
A d d it io n a l  T a x a b le  I n c o m e ..........................................................  .01 720.03 720.03 781.87
Q uestion  No. 5:
In  m ak in g  a  B alance S heet A udit, 
w h a t w ould  be y ou r p rocedu re  re la tiv e  
to  th e  fo llow ing  item s found  on the  
T ria l B alance:
In v es tm en ts  in  T ran s it.
N otes R eceivable  D iscounted .
Goods on C onsignm ent (V eg e tab les).
C o n stru c tio n  A ccount— Suspense.
C om m issions.
Q uestion  No. 6:
In  m ak in g  a n  a u d it  of S m ith  S ugar 
M an u fac tu rin g  C om pany fo r th e  year 
end ing  A pril 30, 1928, th e  acco u n tan ts  
re p o r t th e  fo llow ing  fac ts . B ooks had  
been  closed by th e  bookkeeper an d  a  
p ro fit of 1 11,350.43 reflected  in  P  and  L 
A ccount.
D ebit m em os to ta lin g  $640.65 fo r bad 
checks w ere inc luded  in  th e  A pril b an k  
s ta te m e n t and  h ad  been  charged  on the  
books to  A ccounts R eceivable  A ccount 
w hich  show ed a b a lance  of $87,385.39. 
P a s t  experience in d ica ted  a ll of th e  
checks w ould  be p u t  th ro u g h  th e  b an k  
a g a in  and  p robab ly  paid . In v e n to ry  of 
M erchandise  M ay 1, 1927 inc luded  $1,- 
250 o f p lan t supplies; said inven tory  as 
reco rded  upon  th e  books to ta le d  $177,- 
202.82 an d  w as p riced  a t  th e  se lling  
p rice ; m a n u fac tu r in g  costs of th e  m er­
chand ise  to ta le d  $162 ,117 .83 . In ­
v e n to ry  of A pril 30, 1928 to ta le d  $33,- 
675.40 p riced  a t  m an u fa c tu r in g  costs; 
m a rk e t p rice  of sam e w as a b o u t $32,- 
000.00. On Ju n e  1, 1927  a  n o te  of $2,- 
120 w as received  to  app ly  on an  old 
lo n g -stand ing  accoun t. I t  w as d is­
coun ted  th e  sam e day  an d  th e  cash  w as 
c red ited  to  accoun ts R eceivab le ; no te  
w as n o t pa id  a t  m a tu r i ty  b u t w as finally  
renew ed  only  a f te r  th e  B ank  took  a 
S m ith  S ugar C om pany n o te  of $2,120.00 
as co lla te ra l secu rity . No e n try  had  
been  m ade upon  th e  books. A ccounts 
P ay ab le  co n tro l accoun t show ed to ta l 
c re d it ba lances of $16,340.16 an d  d eb it 
b a lances of $250.17 on  M ay 1, 1927. On 
A pril 30, 1928 th e  figures w ere  $23,- 
430.61 and $1,271.50, respectively.
A ctual to ta l o f g en e ra l accoun ts payable  
as show n by th e  c re d ito r’s led g er an d  
verified by s ta te m e n t w as $21,360.10 
on M ay 1, 1927 an d  $29,259.30 on 
A pril 30, 1928. C ap ita l S tock ac tu a lly  
o u ts ta n d in g  w as $6,900.00 in  excess of 
th e  book figure  on  A pril 30, 1928; th e  
d iscrepancy  on M ay 1, 1927 w as $6,700.- 
00 an d  co n tin u ed  th e  sam e fo r severa l 
y ea rs  p rio r  w hen  th e  reco rds becam e in ­
ad e q u a te  fo r  fu r th e r  cheek ing . In ­
c luded  in  A pril 1928 sa les w as a sh ip ­
m en t of 75,000 pounds of su g a r to  New 
Y ork on  con sig n m en t a t  an  e stim a ted  
n e t sa les incom e of 3½ cen ts p er pound, 
th is  su g a r  w as so ld  in  N ew Y ork  in  May 
fo r a  n e t am o u n t of $2 ,225.50. An 
item  of $975.00 fo r su g a r bags had  been 
inc luded  in  b o th  m erchand ise  and  su p ­
plies in v en to ry  o f A pril 30, 1928.
M ake necessary  jo u rn a l e n tr ie s  to  re ­
flect the  above and show  corrected 
P ro fit and  L oss balance  fo r th e  year.
Q uestion  No. 7.
T h e  M utua l W elfa re  C om pany is sup ­
p o rted  by dues an d  in te re s t on  in v es t­
m en ts tu rn e d  over to  i t  by a cash  g ro ­
cery  s to re  w hich  i t  o p e ra te s . T he p u r ­
pose of th e  C om pany is to  pay sick  bene­
fits an d  give social p a rtie s  fo r i ts  m em ­
bers. T he tr e a s u re r  h an d les  th e  dues 
b u t h is only  re la tio n  to  th e  s to re  is th a t  
of cu sto d ian  of its  secu ritie s  w hich a re  
tu rn e d  over to  h im  fo r th e  benefit of 
th e  com pany’s m em bers.
The T re a su re r  h as  ju s t  com pleted  h is 
firs t year. F ra u d  is suspected . You 
a re  called  in  A u g u st 10, 1927 to  p re ­
p a re  a certified  s ta te m e n t fo r  th e  fiscal 
y ea r end ing  Ju ly  31, 1927. The reco rds 
a re  a s ing le  e n try  C ash B ook show ing  
rece ip ts  an d  check  d isb u rsem en ts . T he 
p re se n t T re a su re r  s ta r te d  w ith  a b a l­
ance o f $1,527.50 on  A u g u st 1, 1926 
an d  received, acco rd ing  to  h is  reco rds, 
$3 ,020.00 in  dues from  302 m em bers 
and  paid  o u t $4 ,150.60 in  an  item ized  
lis t of 112 checks to  m em bers fo r  sick  
benefits, cost of m u tu a l pa rtie s  and  a 
few  m in o r expenses. B ank  S ta tem en ts
an d  le t te r  of verifica tion  show ed b a l­
ance of $696.90 on Ju ly  31, 1927. 
C heck No. 111 fo r $150.00 an d  No. 112 
fo r $400.00 w ere s t i l l  o u ts tan d in g . C ash 
B ook show s No. 111 issued  to  Jo h n  
Sm ith  for June  illness and  No. 112 to 
R ich a rd  Johnson , a  m em ber, as a  loan . 
T h e  T re a su re r , upon  th e  day  of y o u r a r ­
riv a l, deposits  $250.00 in  th e  bank , ex­
p la in in g  th a t  he  h ad  fo rg o tte n  to  m ake 
th e  deposit in  Ju ly . H e also  gives you 
an  item ized  l is t  of th e  secu ritie s  r e ­
ceived from  th e  s to re  an d  su g g es ts  you 
w ill w a n t to  v e rify  sam e fro m  th e  Sec­
ond T ru s t C om pany. A ll th e  secu ritie s  
a re  in te re s t b ea rin g  t r u s t  ce rtifica tes o f 
th e  Second T ru s t Com pany.
D escribe y ou r p ro ced u re  and  d raw  up  
a copy o f th e  certifica te  you propose to  
ren d e r.
Q uestion  No. 8.
T he A nderson  C ream ery  C om pany is­
sues checks to  its  p a tro n s  payab le  a t  
e ith e r  th e  S ta te  B ank  o r N a tio n a l B ank  
a t  th e  op tion  of th e  fa rm er. O ne con­
tro l acco u n t called  “ C ash” is k e p t in  th e  
g en e ra l ledger. A ll rece ip ts  an d  a ll 
d isb u rsem en ts  go th ro u g h  th is  account. 
D raw  up an y  jo u rn a l e n tr ie s  necessary  
and  th e n  p re p a re  a  cash  an d  b an k  
reco n c ilia tio n  of D ecem ber 31, 1927. 
Books have a lread y  been closed. Cash 
A ccount h ad  been  a d ju s te d  D ecem ber 
31, 1926 to  cash  an d  b a n k  reconc ilia ­
tio n  of th a t  d a te .
D ecem ber 31, 1927 L edger “ C ash” 
A ccount C red it B alance $ 11 ,955 .16 ; 
D ecem ber 31, 1927 C ash on h an d  in  
the  safe— $135.50.
Two cream  checks to ta lin g  $151.25 
d a ted  N ovem ber, 1926, an d  n o t lis ted  
as o u ts ta n d in g  D ecem ber 31, 1926 w ere 
p a id  by th e  b an k  in  Ja n u a ry , 1927; 
one check fo r $51.25 h ad  been  en te red  
in  th e  C ash Book in  1926 b u t the 
o th e r  one w as e n te red  in  J a n u a ry  1927. 
C ream  check No. 16751 lis ted  as ou t 
on D ecem ber 31, 1926 reco n c ilia tio n  fo r 
$726.57 w as in  fa c t $926 .57 ; th is  
check  w as en te red  on th e  books as 
$726.57. In c luded  in  C ash B ook re ­
ceip ts o f D ecem ber 30, 1927 w as a sh ip ­
m en t o f b u tte r  fo r  $1 ,250 .75 ; sh ip ­
m en t w en t o u t on th a t  d a te  b u t re tu rn s  
w ere  n o t received  u n ti l J a n u a ry  7, 1928 
an d  fo r an  a m o u n t of $1 ,160.35. Two 
advance  checks to ta lin g  $150.00 issued  
on D ecember 16 and December 28, 1927, 
w ere  n o t e n te red  on th e  books; th e  
check  of D ecem ber 2 8 th  fo r  $80.00 w as 
no t cashed a t  the  bank  u n til Jan u a ry , 
1928. Checks to ta lin g  $14,765.95 
d a ted  J a n u a ry  5, 1928, fo r  c ream  w ere 
e n te red  in  th e  C ash Book D ecem ber 31, 
1927. T he bookkeeper gives you a  lis t 
of th e  o u t-s tan d in g  checks ta k e n  by h e r 
fro m  h e r  C ash B ook D ecem ber 31, 
1927; i t  to ta ls  $17,455.61 and you a re  
to  assum e she  h a s  done h e r  lis tin g  co r­
rec tly . S ta te  B ank  show s a  balance of
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$ 2 3 , 3 0 1 .1 7  a n d  t h e  N a t i o n a l  B a n k  a n  
o v e r d r a f t  o f  $ 4 , 7 4 2 .2 7  o n  D e c e m b e r  3 1 ,  
1 9 2 7 .  C a s h  r e c e i p t s  a r e  d e p o s i t e d  
d a i l y  i n t a c t .
Q u e s t i o n  N o .  9 .
A t t a c h e d  h e r e t o  i s  T r i a l  B a l a n c e  a f t e r  
a d j u s t m e n t s  b u t  b e f o r e  c l o s i n g  o f  t h e  
b o o k s  o f  t h e  A l l e n  P r i n t  S h o p  D e c e m ­
b e r  3 1 ,  1 9 2 6 .  A t t a c h e d  a l s o  i s  t h e  
T r i a l  B a l a n c e  b e f o r e  a d j u s t m e n t s  o n  
D e c e m b e r  3 1 ,  1 9 2 7 .  Y o u r  a c c o u n t a n t  
i s  t o  m a k e  t h e  n e c e s s a r y  a d j u s t m e n t s  
a n d  c lo s e  t h e  b o o k s .  P r e p a r e  w o r k  
s h e e t  r e a d y  f o r  t h e  i m m e d i a t e  u s e  o f  
y o u r  a c c o u n t a n t ,  n a m i n g  l i s t  o f  s c h e d ­
u l e s  h e  s h o u l d  p r e p a r e  i n  s u p p o r t  o f  h i s  
w o r k  s h e e t .
T R IA L  B A L A N C E  A L L E N  P R I N T  S H O P  
D e c e m b e r  31, 1926
D r. C r.
C a s h  ...................................... $748.24
B a n k  ......................................  1 ,390.03
A c c o u n ts  re c e iv a b le  . . .  9,839.31 
R e s e rv e  b a d  d e b ts  . . . .  $1,079.19
In v e s tm e n ts  ....................  2 ,000.00
P r e p a id  in s u r a n c e  . . . .  219.84
P r e p a id  e x p e n s e ............. 16.50
I n v e n to ry  p a p e r  a n d
s to c k  ................................. 3,187.00
In v e n to ry  in k  .................. 164.00
M a c h in e ry  .........................  26,438.32
R e s e rv e  d e p re c ia t io n  . . 17,292.66
T y p e s  a n d  c u ts  .............  1 ,940.56
R e s e rv e  d e p re c ia t io n  . . 1,752.22
Office f u r n i tu r e  a n d
f ix tu re s  ............................  2,792.20
R e s e rv e  d e p re c ia t io n  . . 1,125.97
T ru c k  ...................................  1 ,473.20
R e s e rv e  d e p re c ia t io n  . . 1,235.56
M e ta l  ...................................  1 ,312.67
R e s e rv e  d e p re c ia t io n  . . 781.26
Sh o p  e q u ip m e n t ............. 4 ,030.45
R e s e rv e  d e p re c ia t io n  . . 2,745.18
B u ild in g s  o w n e d  ..........  14,511.90
L a n d  o w n e d  ....................  23,085.00
R e s e rv e  d e p re c ia tio n
b u ild in g s  ....................... 2,402.58
M a il in g  l i s t  ....................... 1 ,000.00
A c c o u n ts  p a y a b le  . . . .  1 ,410.24
R e s e rv e  ta x e s  .................. 1 ,599.60
C a p i ta l  s to c k  .................. 57 ,400.00
S u rp lu s  ................................. 6 ,548.74
M isc e lla n e o u s  in c o m e  . 17.50
S a le s  ...................................... 62,136.36
S u b s c r ip t io n  s a le s  . . . .  1,885.72
A d v e r t is in g  s a le s  ..........  1 ,012.67
C a s h  s a le s  ....................... 181.85
D is c o u n t ..............................  531.02
I n t e r e s t  ..............................  71.83
T r u c k in g  ............................ 510.42
R e n t  ...................................... 2 ,516.96
P u r c h a s e s  p a p e r  ..........  12,545.04
P u r c h a s e s  i n k .................. 423.90
W a g e s  ................................. 16,777.74
N e w s p a p e r  e x p e n se  . . . 518.37
R e p a ir s  ..............................  43.13
F r e ig h t  a n d  e x p re s s  . . 529.18
I n s u r a n c e  .........................  900.24
T a x e s  .................................... 1 ,599.90
H e a t ,  l ig h t  a n d  p o w e r .  1 ,164.83
D e p re c ia t io n  ....................  3,843.48
R e n t  ...................................... 1 ,200.00
O u ts id e  w o rk  ..................  5 ,772.38
S h o p  e x p e n s e  .................. 1 ,202.93
A d v e r t is in g  ....................... 104.25
D e liv e ry  e x p en se  ..........  903.06
M isc e lla n e o u s  e x p e n s e  . 552.57
E x e c u t iv e  s a l a r y  ..........  19,000.00
T e le p h o n e  a n d  te le ­
g r a p h  ..............................  250.00
P r o fe s s io n a l  ....................  354.88
D o n a tio n s  .........................  110.00
B a d  d e b ts  .........................  650.34
Office e x p e n s e  ...............  143.99
D is c o u n t  ..............................  823.28
In te re s t ........................... 90.33
C om m ission ....................  48.00
C ollec tion  ........................  31.00
E x p e n s e  o n  b u ild in g s
o w n e d  ..............................  212.22 .
M o n o ty p e  e x p en s e  . . . 293.27
164,237.53  164,237.53
T R IA L  B A L A N C E  A L L E N  P R I N T  S H O P  
D e c e m b e r 31, 1927
D r. C r.
C a s h  ...................................... $44.39
B a n k  c a s h  .........................  $313.84
A c c o u n ts  re c e iv a b le  . . 14,454.31 
R e s e rv e  b a d  d e b ts  . . . .  1 ,079.19
In v e s tm e n ts  ....................  2 ,500.00
P r e p a id  in s u ra n c e  . . . .  219.84 
I n v e n to r y  p a p e r  s to c k .  3,187.00
I n v e n to ry  in k  .................. 164.00
M a c h in e ry  .........................  28,809.45
R e s e rv e  d e p re c ia t io n  . . 17,292.66
T y p e s  a n d  c u ts  ...............  2,112.72
R e s e rv e  d e p re c ia t io n  . . 1 ,752.22
Office f u r n i tu r e  a n d
f ix tu re s  ............................ 2,792.20
R e s e rv e  d e p re c ia t io n  . . 1,125.97
T r u c k  ...................................  2 ,697.20
R e s e rv e  d e p re c ia t io n  . . 1,235.56
M e ta l  ...................................  1,643.87
R e s e rv e  d e p re c ia t io n  . . 781.26
S h o p  e q u ip m e n t ............. 4,030.45
R e s e rv e  d e p re c ia t io n  . . 2 ,745.18
B u ild in g s  o w n ed  ..........  32,711.90
L a n d  o w n e d  ....................  23 ,085.00
R e s e rv e  d e p re c ia t io n
b u ild in g s  ....................... 2 ,402.58
M a il in g  l i s t  ....................... 1 ,000.00
M o rtg a g e  p a y a b le  . . . .  20,000.00
A c c o u n ts  p a y a b le  . . . .  1 ,410.24
R e s e rv e  ta x e s  .................. 1 ,599.60
C e r t if ic a te  N o. o f 
D a te  N o . S h a re s
June 1, 1910 .....................  P  146 150
Aug. 1, 1910 .....................  P  187 150
Sept. 1, 1910 .....................  P  191 100
Jan. 1, 1911 .....................  P  192 100
Feb. 1, 1S11 .....................  P  202. 100
Feb. 1, 1911 .....................  P  203 100
Feb. 1, 1911 ...................... P  204 80
A ug. 1, 1912 ...................... C 175 260
M a r. 1, 1913 ...................... C 956 40
Dec. 1, 1915 .....................  C 2953 115 1-3
June 15, 1918 ......................  C 4610 2
Jan. 10, 1920 ......................  C 5207 3
Feb. 1, 1920 ......................  P  5958 118
J u ly  1, 1920 ......................  C 5966 25
A p r. 10, 1923 ........................  C 538 66 2-3
S A L E S  W E R E  M A D E  A S  F O L L O W S
A p r i l  1 6 ,  1 9 2 5 — P  1 4 6 ,  1 5 0 ;  P  1 8 7 ,  
1 5 0 ;  P  2 0 2 ,  1 0 0 ;  P  2 0 3 ,  1 0 0 ;  C a s h  R e ­
c e i v e d  $ 1 1 , 4 9 9 .0 0 .
J u l y  1 s t  a  f i n a n c i a l  r e o r g a n i z a t i o n  
w a s  e f f e c t e d  a n d  S m i t h  r e c e i v e d  1 8 2 0  
s h a r e s  o f  n e w  n o  p a r  c o m m o n  i n  e x ­
c h a n g e  f o r  h i s  r e m a i n i n g  h o l d i n g s  i n  
t h e  c o m p a n y .
S A L E S  O F  N E W  N O  P A R  C O M M O N
A u g u s t ,  19 2 5 , 1 4 5 0  s h a r e s ;  C a s h  R e ­
c e i v e d ,  $ 3 0 , 1 6 5 .8 5 .  
S e p t e m b e r ,  1 9 2 5 ,  2 0 0  s h a r e s ;  C a s h  
R e c e i v e d ,  $ 3 , 9 7 4 . 6 0 .
P r e p a r e  S t a t e m e n t  o f  P r o f i t  f o r  J o h n
C a p i ta l  s to c k  ..................
S u rp lu s  .................................
S a le s  ......................................
S u b s c r ip tio n  s a le s  . . . .
C a s h  s a le s  .........................
D is c o u n t ..............................
I n t e r e s t  ..............................
T r u c k in g  ............................
R e n t  ......................................
P u r c h a s e s  p a p e r  ..........  14,008.45
P u r c h a s e s  i n k .................. 493.10
W a g e s  ................................  17,252.02
N e w s p a p e r  e x p en s e  . . .
R e p a i r s  ................................. 93.67
F r e ig h t  a n d  e x p re s s  . . 493.67
I n s u ra n c e  ............................  1,330.52
T a x e s  ...................................  1,602.80
H e a t ,  l ig h t  a n d  p o w e r . 1 ,076.44
R e n t  ......................................  700.00
O u ts ta n d in g  w o rk  . . . .  5,032.32
S h o p  e x p e n s e  .................. 1 ,027.13
A d v e r t is in g  ....................... 100.70
D e liv e ry  e x p e n se  ..........  707.54
M isc e lla n e o u s  ..................  418.65
E x e c u tiv e  s a l a r y  ..........  10,705.00
T e le p h o n e  a n d  te le ­
g r a p h  ..............................  282.71
P r o fe s s io n a l  ....................  234.26
D o n a tio n s  .........................  100.10
B a d  d e b ts  .........................  1 ,069.59
T r a v e l in g  ......................... .. 500.00
Office e x p e n s e  .................. 307.17
D is c o u n t ..............................  764.19
I n t e r e s t  ..............................  69.66
C o m m iss io n s  .................. 146.40
C o lle c tio n  ............................  12.31
E x p e n s e  on  b u ild in g s
o w n e d  ..............................  3,663.35
M o n o ty p e  ............................   230.98
57,400.00
5,324.76
62,820.48
302.45
217.86
560.07
73.54
532.60
2,880.00
25.00
181,875.06 181,875.06
Question No. 10:
Jo h n  Sm ith  p u rch ased  on th e  Stock 
E xchange th e  fo llow ing  sh a res  of Cor­
respondence U n iversity  S tock:
N a tu r e  C o st
P r e f e r r e d  $10 P a r  ................................. $1,200.00
P r e f e r r e d  $10 P a r  ................................. 1 ,350.00
P r e f e r r e d  $10 P a r  ................................. 1,000.00
P r e f e r r e d  $10 P a r  .................................  1 ,000.00
P r e f e r r e d  $10 P a r  ................................. 1,000.00
P r e f e r r e d  $10 P a r  .................................  1 ,000.00
P r e f e r r e d  $10 P a r  ................................. 800.00
C o m m o n  $10 P a r  ....................  S to c k  D iv id e n d
C o m m o n  $10 P a r  ...................................  500.00
C o m m o n  $10 P a r  ....................  S to c k  D iv id e n d
C o m m o n  $10 P a r  ................................. .. 20.00
C o m m o n  $10 P a r  ...................................  33.75
P r e f e r r e d  $10 P a r  ................................. 1,283.25
C o m m o n  $10 P a r  ...................................  281.25
C o m m o n  $10 P a r  ...................................  660.00
S m ith , also s ta te m e n t of taxab le  p ro fits  
from  th ese  o p e ra tio n s  to  be re p o r te d  in 
W isconsin  an d  U. S. T ax R e tu rn s .
PRACTICAL ACCOUNTING
(P a r t  I— T im e a llow ance— 4 h o u rs )
Problem  No. 1 (W eight, 25 points)
W o rk in g  w ith  th e  fo llo w in g  Con­
densed  C o m para tive  O p era tin g  S ta te ­
m en t of th e  X C orp o ra tio n , to g e th e r  
w ith  fo o tn o tes  as to  in v en to rie s  and  
sales da ta , you a re  asked to  p repare  a  
p rospective  o p e ra tin g  s ta te m e n t on th e  
basis of an  a n n u a l p ro d u c tio n  of 50,000
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u n its  a ll to be sold a t  $6.50 p e r u n it. 
You a re  to  assum e th a t  m a te r ia l costs, 
d ire c t labor, fac to ry  o verhead , selling  
expense, an d  a d m in is tra tiv e  expense 
w ill increase  as th e  co m p ara tiv e  s ta te ­
m en t show s th e  in c rease  of 1926 over
1927. F o r  th e  la t te r  pu rpose  ad m in is­
tr a tiv e  expense is  to  be t r e a te d  in  th e  
sam e m an n e r th a t  you t r e a t  fac to ry  
o verhead . No co m p u ta tio n  need  be 
c a rr ie d  o u t m ore  th a n  tw o p laces to  th e  
r ig h t  of a decim al po in t. S ubm it a ll 
y o u r w o rk in g  p ap ers  as p a r t  of your 
so lu tion .
X  C O R P O R A T IO N
C O M P A R A T IV E  C O N D E N S E D  O P E R A T IN G  S T A T E M E N T  F O R  T H E  Y E A R S
1926 A N D  1927
1926
N e t  s a le s  .......................................................... ............  $180,000.00
C o s t o f  S a l e s :
M a te r ia ls  u s e d  ................................................  $90,000.00
D ire c t  la b o r  ..................................................... 30,000.00
F a c to r y  o v e rh e a d  ........................................  10,000.00
F in i s h e d  g o o d s  in v e n to ry  a d ju s t m e n t  3,040.50* 126,959.50
G ro s s  p ro f it  o n  s a le s  ........................................... 53,040.50
S e llin g  e x p e n s e  .......................................................  18,000.00
A d m in is t r a t iv e  e x p e n s e  ......................................  12,000.00 30,000.00
N e t  p ro f it  o r  lo ss*  . ...........................................  23 ,040.50
U n i ts  A m o u n t
Sa le s  ..............................................................................  18,000 $180,000.00
F in i s h e d  g o o d s  in v e n to ry  J a n .  1 s t  ............. 1,000 7,500.00
F in i s h e d  g o o d s  in v e n to ry  D ec. 3 1 s t ............. 1,500 10,540.50
* R ed  in k  fig u res .
1927
$ 120,000.00
$62,000.00
Problem  No. 2. (W eight, 20 po in ts). 
Cool, W arm  an d  H o t is a p a rtn e rsh ip  
of e lec trica l co n su ltin g  en g in ee rs . 
S evera l yea rs  ago th e  H a rd  S teel Com ­
p any  becam e in te re s te d  in  in v es tig a ­
tio n s be ing  conducted  by Cool, W arm  & 
H o t re g a rd in g  e lec tric a l im provem en ts  
to sm e ltin g  fu rn aces. C onsequen tly  th e  
S tee l C om pany en g ag ed  th e  p a rtn e rsh ip  
to  co n tinue  th e  re se a rc h  on th e  S teel 
C om pany’s accoun t. In  1927 t h e  
m ethods an d  im p ro v em en ts  w ere p a r­
tia lly  p e rfec ted  an d  p a te n te d  an d  th e  
p a rtn e rsh ip  began conducting  surveys for 
o th e r  iro n  an d  stee l com panies. B u t 
a ll th is  incom e as w ell as th e  co n tin u in g  
re se a rc h  w as fo r th e  acco u n t of th e  
H a rd  S teel C om pany. T he p a rtn e rsh ip  
w as receiv ing a re ta in e r  fee of $2,000 
p e r m o n th  p lu s expenses n o t inc lud ing  
an y  sa la r ie s  to  p a r tn e rs .
By th e  end of 1927 th e  p a rtn e rsh ip  had 
received $50,000 in  cash from  th e  Steel 
Company in  paym ent of expenses and re ­
ta in e r  fees.
The post-closing tr ia l  balance of Cool, 
W arm  & H ot Decem ber 31, 1927 w as:
C a s h  in  b a n k  .................. $19,421.16
A c c o u n ts  re c e iv a b le  —
S m e ltin g  s u rv e y s  . . .  9,641.93 
A c c o u n ts  re c e iv a b le  —
G e n e ra l e n g in e e r in g
w o rk  ............................ 1 ,421.19
H a r d  S te e l C o m p a n y  
( r e t a in e r  a n d  e x ­
p e n se s  o f  D ec., 1927,
n o t  y e t  p a id )  ............. 3,720.76
Office f u r n i tu r e  a n d
f ix tu re s  ............................ 300.00
E n g in e e r in g  e q u ip m e n t. 1,000.00 
R e s e rv e  f o r  d e p re c ia ­
t io n  ...................................  $320.50
A c c o u n ts  p a y a b le 
S m e ltin g  s u rv e y s  a n d
r e s e a r c h  ...............
A c c o u n ts  p a y a b le 
G e n e ra l  e n g in e e r in g
w o rk  ..............................
In c o m e  f ro m  C o m m e r- 
c ia l  s m e l t in g  s u rv e y s  
S u rp lu s  ....................
25,000.00
8,000.00
4,532.50 99,532.50
20,467.50
14,000.00
11,000.00 25,000.00
4,532.50*
U n its A m o u n t
13,333 $120,000.00
1,500 10,540.50
800 6,008.00
618.00
261.77
i 19,916.98
14,387.79
35,505.04 35,505.04
The Steel Company, feeling th a t i t  had 
sunk  enough m oney in  th is  research  and 
because research  of th is  k ind  w as u ltra  
v ires, organized th e  U nion R esearch Cor­
pora tion  as of Ja n u a ry  1, 1928 to  hold the  
paten ts, m ethods, processes, etc., to  be 
valued a t  the  to ta l n e t investm en t in  
cash or o therw ise by the  Steel Company 
th ro u g h  1927 in  sm elting  research  and 
surveys. Incorpora tion  expense of $300 
paid by H ard  Steel Company w as also 
capitalized. F ive thousand  sh a res  of 
n o -p a r v a lu e  sto ck  w ere issued , 4996 to 
the  Steel Company and 4 qualify ing 
shares to  th e  o rgan iz ing  atto rneys.
A le tte r  from  the  Steel Company on 
Ja n u a ry  4, 1928 to  Cool, W arm  & Hot, 
to  w hich th e  la t te r  agreed, sta ted :
“We a re  of course w illing  to leave the 
d irec t m anagem ent of th e  R esearch 
C orporation in  your hands provided your 
re ta in e r  fee of $2,000 per m onth  is no t 
to  be increased. We w ill tu rn  over all 
the  stock of th e  R esearch C orporation to 
you w hen you repay  out of the  C orpora­
tio n ’s profits one-half of a ll the  money 
we shall have advanced.
“You m ay pay your December expense 
and re ta in e r  ou t of th e  1927 income 
from  com m ercial sm elting  surveys and  
use the rem ainder as an  advance of w ork­
i n g  c a p i t a l  f r o m  t h e  R e s e a r c h  C o r p o r a ­
t i o n  t o  b e  e x p e n d e d  i n  1928. W e  d o  n o t  
i n t e n d  t o  a d v a n c e  a n y  f u r t h e r  c a s h . ”
T h e  p a r t n e r s h i p  b o o k s  t o  S e p t e m b e r  30,
1928 w e r e  k e p t  j u s t  a s  i n  1927 e x c e p t  t h a t  
t h e  S t e e l  C o m p a n y  n a m e  w a s  c h a n g e d  
t h r o u g h o u t  t o  t h e  R e s e a r c h  C o r p o r a t i o n  
a n d  t h e  r e t a i n e r s  a n d  a l l  e x p e n s e s  i n  c o n ­
n e c t i o n  w i t h  r e s e a r c h  a n d  s m e l t i n g  s u r ­
v e y s  w e r e  c h a r g e d  t o  t h e  l a t t e r .  O n  t h a t  
d a t e  i t  w a s  d e c i d e d  t o  s e t  u p  b o o k s  f o r  
t h e  c o r p o r a t i o n  a n d  r e m o v e  t h e  c o r p o r a ­
t i o n  a c c o u n t s  f r o m  t h e  p a r t n e r s h i p  b o o k s  
s i n c e  o n e  p a r t n e r  w a n t e d  t o  w i t h d r a w .  
T h i s  w a s  a t t e m p t e d  b y  t h e  b o o k k e e p e r  b y  
t h e  f o l l o w i n g  e n t r i e s :
R e ta in e r  fe e s  —  S m e lt­
in g  s u rv e y s  a n d  r e ­
s e a r c h  ..............................  $18,000.00
U n io n  R e s e a r c h  C o r­
p o r a t io n  .........................  $18,000.00
T o  c a n c e l 1928 r e ­
ta in e r  fe e s  w h ic h  w ill 
n o t  b e  p a id  s in c e  th e  
S te e l C o m p a n y  a n d  w e 
h a v e  a g re e d  t h a t  th e y  
w ill p a y  n o  c a s h  a f t e r  
D ec. 31, 1S27.
A c c o u n ts  p a y a b le  —
S m e ltin g  s u rv e y s  a n d
r e s e a r c h  .........................  579.14
In c o m e  f ro m  c o m m e r­
c ia l  s m e l t in g  s u rv e y s  35,582.11 
A c c o u n ts  re c e iv a b le  —
S m e lt in g  s u rv e y s  . . . 11 ,110.69 
U n io n  R e s e a r c h  C o r­
p o r a t io n  .........................  15,961.84
C a s h  in  b a n k  —  G a ry ,
I n d ia n a  —  A d v a n c e
a c c o u n t  ............................  650.50
C a s h  in  b a n k  —  H o m e
a c c o u n t ............................ 8,438.22
T o  c lo se  o u t  th e  c o r ­
p o ra t io n  a c c o u n ts  a n d  
c r e d i t  i t  w i th  c a s h  fo r  
th e  b a la n c e  d u e  it.
A f t e r  t h e s e  a d j u s t m e n t s  t h e  t r i a l  b a l ­
a n c e  w a s :
C a s h  in  b a n k  —  H o m e
a c c o u n t .........................  $5,771.88
A c c o u n ts  re c e iv a b le  —
G e n e ra l  e n g in e e r in g
w o rk  .................................  757.76
Office f u r n a tu r e  a n d
f ix tu re s  ............................ 300.00
E n g in e e r in g  e q u ip m e n t. 1,000.00 
R e s e rv e  f o r  d e p re c ia -
t io n  ...................................  $320.50
A c c o u n ts  p a y a b le  —
G e n e ra l  e n g in e e r in g
w o rk  .................................  460.65
S u rp lu s  .................................  14,837.79
G e n e ra l e n g in e e r in g  in ­
com e .................................  766.00
L e g a l  e x p e n s e .................. 210.00
L ig h t  a n d  g a s .................. 41.85
R e n t  ......................................  540.00
T e le p h o n e  a n d  te le ­
g r a p h  ..............................  61.63
P a r t n e r s ’ s a la r i e s  . . . .  6,750.00 
O th e r  g e n e r a l  s a la r i e s
a n d  w a g e s  ..................  110.00
C ig a r  l ig h te r  d e v e lo p ­
m e n t  e x p e n s e  ............. 460.00
S u n d r y  g e n e r a l  e x p e n s e  381.82
16,384.94 16,384.94 
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to  a u d it  th e  f irs t n in e  m o n th s  of
1928. You find in  ad d itio n  to  th e  fac ts 
a lready  s ta ted :
1. A nnual D epreciation  ra te s  a re  10 
per cen t on Office F u rn i tu re  an d  F ix tu re s  
and 8 per cen t on E n g in eerin g  E qu ip ­
m ent.
2. Follow ing e n try  w as m ade in  1927 in  
e rro r. T here w as no basis  fo r th e  en­
try :
In c o m e  f ro m  c o m m e r­
c ia l  s m e l t in g  s u rv e y s .  $1,469.14 
M is c e lla n e o u s  in c o m e  . $1,469.14
T o  ta k e  c r e d i t  f o r  e x p e n s e s  c h a r g e a b le  to  
t h e  H a r d  S te e l  C o m p a n y .
3. T raveling  expense $216.41 charged to 
a  sm elting  survey  c lien t in  A ugust, 1928, 
w as rea lly  sm elting  research  expense.
4. The balance of th e  A dvance cash ac­
count w as as of Septem ber 1, 1928. The 
Septem ber rep o rt of th e  fo rem an a t  G ary 
show ed th e  follow ing d isbursem en ts for 
th e  m onth :
Expense chargeable to  sm elting
s u r v e y  c l ie n ts  ......................................  $64.00
S m e lt in g  r e s e a r c h  e x p e n s e  .............  79.36
5. A note of $3,870 b earing  6 per cent 
in te re s t w hich w as given to the  p a rtn e r­
sh ip  on J a n u a ry  1, 1927, by  Mr. W arm  
w hen he cam e in to  th e  p a rtn e rsh ip  has 
never been recorded on th e  books. 
M onthly paym ents of $50 on th e  la s t day 
of each m onth  have been m ade on th e  
n o te  since  th a t  da te  and cred ited  to  S u r­
p lus as received.
No in te re s t has ever been paid.
6. A  com m ercial sm elting  survey  job 
w as com pleted b u t n o t en tered . The 
charge fo r th e  su rv ey  w as $500. T ravel­
in g  expense on th e  job of $162.50 has been 
charged  to  sm elting  research . The fee 
of $500 w as to  include a ll expense of th e  
job.
7. W arm  and H ot feeling  Cool w ill 
su re ly  w ithd raw  have had new  sta tionery , 
business cards, etc., p rin ted  a t  a  cost of 
$178 paid  by th e  p a rtn e rsh ip .
8. T he c igar lig h te r developm ent ex­
pense w as on account of an  inven tion  by 
a  Mr. Smoke who agreed to  b ear a ll ex­
pense of developm ent and sh a re  th e  p ro ­
ceeds of p a ten t sale or ro y a ltie s  50-50 
w ith  the  p a rtn e rsh ip  if  the  inven tion  ever 
becomes of com m ercial value.
9. F o r 1928 i t  w as found th a t  one-third 
of th e  to ta l expenses in connection  w ith  
sm e ltin g  w ork w as on account of research  
in  im proving  m ethods and  secu rin g  ad­
d itio n a l p a ten ts  and tw o-th irds w as gen­
e ra l overhead in connection w ith  com­
m erc ia l sm elting  surveys.
R equired :
1. O perating  sta tem en t J a n u a ry  1, 1928 
to  Septem ber 30, 1928 for:
(a) Cool, W arm  & H ot.
(b) U nion R esearch  C orporation .
2. F in an c ia l S ta tem en t Septem ber 30,
1928.
(a) Cool, W arm  & H ot.
(b) U nion R esearch C orporation.
Com pleted w ork sh eets  w ill be suffi­
c ien t in  answ er to  1 and 2.
3. W hat th in g s  should  be considered in  
add ition  to  your financial sta tem en t in  
d eterm in in g  a  fa ir  am oun t for the w ith ­
draw ing  partner to  receive?
P R O B L E M S
(P art II—T im e A llow ance 5 H ours)
Problem  No. 3 (W eight, 25 poin ts)
T he Am oor M anufacturing Com pany of 
N ew  York has i t s  m anu factu ring  p lant 
located in  M ilw aukee. The N ew  York 
office is  a  se llin g  and a d m in istra tive  of­
fice located  in  a large  office bu ild in g  
w h ich  it  ow ns and from  w h ich  it  receives  
rentals.
S a les are b illed e ith er  from  the N ew  
York office or th e  M ilw aukee B ranch de­
pend ing upon the terr itory  served. H ow ­
ever, M ilw aukee Branch b illin g s  are re­
classified  on th e  H om e office books and  
a ll co llections are p er iod ica lly  rem itted  to  
N ew  York a s  the factory operates on an  
im prest cash or revo lv in g  fund.
F actory  expenses are paid out of the  
Im prest fund and are reim bursed upon  
report to  N ew  York. A nnual sta tem en ts  
are prepared by com bin ing the records of 
th e  N ew  York office and th e  M ilw aukee  
Branch. Incom e accounts are taken  from  
the N ew  York books and th e  factory ex­
pense a n a ly sis  is  obtained from  the M il­
w aukee books.
AUDITED TRIAL BALANCE
New York Office. December 31, 1928
Cash on h a n d ...............  $1,000
Cash in bank ...............  146,500
New York properties.. 1,250,000
Milwaukee plant .........  750,000
Accounts receivable . .  300,000
Factory control ...........  280,000
Factory e x p e n se ...........  852,500
Selling and administra­
tive e x p e n se ...............  350,000
Bonds is s u e d .................. $600,000
Surplus ............................. 515,000
Accounts payable . . . .  120,000
Capital stock ...............  1,000,000
Rental in c o m e ...............  285,000
Rental e x p e n se .............  210,000
Sales—
Commodity A ...........  680,000
Commodity B ...........  420,000
Commodity C ...........  308,000
Commodity D ...........  212,000
4,140,000 4,140,000
O ther fa c to rs to  b e  ta k e n  in to  con­
s id era tio n  :
Depreciation on trial balance 
values:
New York properties ................ 1 per cent.
Milwaukee plant ........................  5 per cent.
Accrued: Bond in terest 6 per cent. 
In terest P ayable M ay and Novem ber 1. 
T he am ount paid for year to  date i s  in ­
cluded in  R enta l E xpense. T he opening  
accrual w a s properly adjusted  on M ay 1. 
T enants R en ta ls due, $4,250.
A U D IT E D  T R IA L  B A L A N C E — M IL W A U ­
K E E  F A C T O R Y  
D e c e m b e r  31, 1928 
R a w  m a te r ia l ,  J a n u ­
a r y  1, 1928 ..................  $70,000
G o o d s in  p ro c e ss , J a n u ­
a r y  1, 1928 ..................  45,000
F in i s h e d  g o o d s , J a n u ­
a r y  1, 1928 ..................  90,000
P r o d u c t iv e  l a b o r  ..........  460,000
M a te r ia l  p u r c h a s e s  . .  325,000
In s u r a n c e  ............................  3,000
T a x e s ,  p r o p e r ty  .............  11,000
R e p a i r s .................................  5,000
F a c to r y  s u p p lie s  ..........  6,500
I n d ir e c t  l a b o r  .................. 34,000
A u to  t r u c k  e x p e n s e  . .  7,000 
P l a n t  a d d it io n s  1 9 2 8 . . .  1,000 
C a s h — Im p r e s t  f u n d . . .  75,000 
H o m e  office c o n tro l  . . . .....................$280,000 
S a le s— U n c la s s if ie d  . . . ...................... 225,000 
A c c o u n ts  re c e iv a b le  . .  15 ,000 
N e w  Y o rk  r e im b u r s e ­
m e n ts  ..................................................... 852,500
S a le s  r e m it ta n c e s  . . . .  210,000
1,357,500 1,357,500
I n v e n to r ie s  D ec. 3 1 ,  1928 :
R a w  m a te r ia l s  ........... $58,000
G oods in  p ro c e s s  . . .  51,500
F in i s h e d  g o o d s  ........... 87,600
U n e x p ire d  in s u r a n c e  . .  750 
A c c ru a ls —
A d d it io n a l  ta x e s  . . . .  1,000
P r o d u c t iv e  la b o r  . . .  1,500 
C la s s if ic a tio n  o f  s a le s  
re m a in in g  in  a c ­
c o u n ts  re c e iv a b le —
C o m m o d ity  A .............  5,000
C o m m o d ity  B  .............  3,000
C o m m o d ity  C .............  6,000
C o m m o d ity  D  .............  1,000
F r o m  t h e  a b o v e  i n f o r m a t i o n  p r e p a r e  
w o r k i n g  s h e e t s  f o r  b o t h  s e t s  o f  r e c o r d s  
a n d  s u b m i t  t h e s e  t o g e t h e r  w i t h  a  c o m ­
b in e d  p r o f i t  a n d  l o s s  s t a t e m e n t  a n d  a  
c o m b in e d  b a l a n c e  s h e e t .
P r o b l e m  N o . 4 ( W e i g h t ,  30 p o i n t s )  
Y o u  a r e  e n g a g e d  b y  T h e  H. S. W o r k s  
I n c .  a t  t h e  c lo s e  o f  t h e  y e a r  1927 t o  p r e ­
p a r e  i t s  a n n u a l  o p e r a t i n g  s t a t e m e n t  a n d  
b a l a n c e  s h e e t  a n d  a l s o  t o  d e t e r m i n e  t h e  
n e t  p r o f i t  d e r i v e d  f r o m  t h e  s a l e  o f  a  
l e v e r  w h i c h  w a s  m a n u f a c t u r e d  b y  t h e  
C o m p a n y .  T h e  s t a t e m e n t s  a r e  t o  b e  
u s e d  i n  c o n n e c t i o n  w i t h  a  p a t e n t  s u i t  i n  
r e s p e c t  t o  t h e  l e v e r .
A l t h o u g h  a n n u a l  s t a t e m e n t s  h a v e  b e e n  
p r e p a r e d  i n  y e a r s  p a s t ,  t h e  C o m p a n y  
d o e s  n o t  h a v e  a  g e n e r a l  l e d g e r .  I t  is ,  
t h e r e f o r e ,  n e c e s s a r y  t o  m a k e  a n  a n a l y s i s  
o f  t h e  c a s h  r e c e i p t s  a n d  d i s b u r s e m e n t s ,  
o f  t h e  s a l e s  r e c o r d s  a n d  o f  v a r i o u s  o t h e r  
r e c o r d s .  T h e  i n f o r m a t i o n  t h u s  o b t a i n e d  
i s  a s  f o l l o w s :
A. B A L A N C E  S H E E T  A T  T H E  C L O S E  
O F  1926
C a s h  in  b a n k  ..................  $3 ,137.34
A c c o u n ts  a n d  n o te s  r e ­
c e iv a b le  .......................... 26 ,204 .19
I n v e n to r y  f i n i s h e d
g o o d s  ............................... 13,022.30
In v e n to ry  r a w  m a te r i a l  25 ,253.26
L a n d  ......................................  1 ,200.00
B u ild in g s  ............................  13,760.00
M a c h in e ry  .......................... 2 ,586.00
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P a t t e r n s  ............................  2 ,067.17
T r u c k s  .................................  1,400.00
O ffice e q u i p m e n t .............  567.00
A c c o u n ts  p a y a b l e ..........  $6,592.24
N o te s  p a y a b l e ..................  25 ,812.95
C a p i ta l  s to c k  ..................  50,000.00
S u r p lu s  ......................... 1. 6,792.07
T o ta ls  ....................  89,197.26 89,197.26
B . 1927 T R A N S A C T IO N S  A N D  O T H E R  
D A T A
1. D ep rec ia tion  p rio r  to  J a n u a ry  1,
1927 h ad  been  c red ited  to  th e  respec­
tiv e  a sse t accoun ts a s  fo llow s:
B u ild in g s  ........................................ . .  . .  $725.00
M a c h in e ry  ................................................... 287.30
P a t t e r n s  .......................................................  516.79
T r u c k s  ..........................................................  466.00
O ffice e q u i p m e n t ......................................  63.00
2. The ra te s  to  be used fo r depreciation  
in  1927 a re : Buildings, 5 p er cen t; Ma­
chinery , 10 per cen t; P a tte rn s , 20 per 
cen t; T rucks, 25 per cen t; Office E quip­
m ent, 10 per cent. Apply ra te s  to  the  
average asse t balances, i. e., th e  average 
of the  beginning and  closing balances.
3. The accounts payable w hich were 
fo r raw  m ateria l only  changed from  $6,- 
592.24 on Jan u a ry  1, 1927 to  $2,952.42 on 
December 31, 1927.
4. The gross sales fo r the  year were 
$83,570.79 and th e  deale rs’ com m issions 
deducted w hen such sales w ere billed 
am ounted to $5,918.22.
5. C redit w as given for re tu rned  m er­
chandise am oun ting  to  $1,625.42 a t sell­
ing  price and  th e  deale rs’ com m issions 
cancelled thereby  am ounted to  $165.08.
6. Cash Received consisted of:
L o a n s  f ro m  th e  b a n k  .......................  $4,500.00
N o te s  re c e iv a b le  b a n k e d  a t  fa c e
v a lu e  ........................................................ 2,307.96
R e c e iv e d  o n  a c c o u n ts  a n d  n o te s
re c e iv a b le  .............................................. 72,703.85
I n te r e s t  on  n o te s  r e c e i v a b l e .............  296.69
T o ta l  r e c e ip ts  ............................  79,808.50
7. The Company gave its  notes to  the 
b an k  in  th e  a m o u n t of $1 ,849 .29  to  
cover p rin c ip a l of $1 ,794 .92  an d  in te r ­
e s t of $54.37 on p a s t due  n o te s  of th e  
C om pany’s cu s to m ers  an d  w hich  th e  
C om pany h a d  p rev io u sly  ban k ed .
8. T he cash  d isb u rsem en ts  fo r  the  
y ea r w ere :
M achinery ................................................... $465.50
P a tte rn s  ......................... .............................. 247.30
Trucks ..........................................................  815.00
Notes payable a t the b a n k .............  8,608.32
Dividends on capital s t o c k ...............  1 ,500 .00
M erchandise returned for cash . .  374.80
R aw  m ateria l ...........................................  31,906.93
Fre igh t and express inw ard . . . .  2,322.90
F acto ry  labor ...........................................  5,386.89
Property  taxes ........................................  1 ,090.00
Insurance ..................................................... 641.64
Machine repairs ......................................  141.72
Truck expense ...........................................  930.29
Power, heat, and w ater ..................  472.80
Facto ry  supplies and expense . . .  927.08
Commissions paid .................................  7 ,183.22
Sales salaries, advertising and
sales expense ......................................  9,409.50
Office s a la r i e s  ........................................  5,050.00
Office s u p p lie s  a n d  e x p e n s e .......... ..  1,416.90
I n t e r e s t  p a id  .............................................. 1 ,979.25
T o ta l  d is b u r s e m e n ts  ............. 80,870.04
9. T he in v en to rie s  on D ecem ber 31,
1927 w ere:
F in i s h e d  g o o d s  ................................. .. $8,731.90
R a w  m a te r ia l  ...........................................  19,141.37
C. D A T A  C O N C E R N IN G  T H E  L E V E R  IN  
Q U E S T IO N
1. T here w ere 2985 levers sold during  
th e  y ea r a t  $1.40 a piece o r a to ta l of 
$4,179 a fte r  om itting  levers re tu rned . 
The com m issions paid  and allowed in  
respect to  those sales am ounted to  
$699.38.
2. A te s t ru n  of 10 levers showed th a t  
the  m a te ria l used for th e  ten  cost $4.85 
including fre ig h t and  express inw ard  and 
th a t th e  labor cost w as $1.75. A study  
of a ll a rtic les produced in  the  p lan t 
showed th a t  th e  d irec t labor w as a fa ir  
m easure of tim e consum ed in  the various 
processes th roughou t th e  plant. The 
ra te s  paid to  labor w ere also found to be 
very  uniform .
3. The levers w ere m anufactu red  
th roughou t th e  year and only in  sm all 
batches. T here w ere none on hand 
e ither a t  the  beg inn ing  or close of the 
year. The p lan t w as supervised  by an 
officer whose sa la ry  is included in  Office 
Salaries, therefore , t r e a t  i t  a s  adm inis­
tra tiv e  expense.
REQUIREM ENTS
F o r th e  purposes o f th is  problem  you 
are  requ ired  to  subm it:
I. A w ork sheet fo r 1927 show ing the  
annua l en tries, m ark ing  each en try  w ith  
a  num ber or le tte r. A lso show thereon  
the  closing tr ia l  balance, profit and loss 
s ta tem en t and balance sheet.
II. The Company’s operating  s ta te ­
m ent fo r th e  year.
II I . A p ro fit an d  loss s ta te m e n t show ­
ing  th e  m an u fa c tu r in g  cost, se lling  cost, 
ad m in is tra tiv e  costs an d  n e t p ro fit in  
respect to  th e  levers m ade and sold.
N ote: Do no t concern yourself w ith 
prepaid item s or accruals w hich have not 
been given.
COMMERCIAL LAW
(T im e Allowance H ours)
Q uestion No. 1:
a. Define a  contract.
b. Give th e  essen tia ls of a  valid  con­
trac t.
c. W hat a re  the  k inds and form s of 
con tracts?
d. Define void, voidable and unenforce­
able contracts.
e. Is  a  display  advertisem en t in  a 
new spaper quoting  a rtic les and prices an  
“offer” ?
f. A, by letter, offered to  se ll  B a piece 
of land sta tin g  the offer w ould rem ain  
open  a  w eek . T he n ext day A , w ished  
to  revoke th e  offer, and on that day and 
the fo llow in g  days m ade a ll possib le en ­
deavor to  find B  or to  com m unicate w ith  
him , and se n t a letter  o f  revocation  to 
B ’s house. B , how ever, had closed h is  
house and le ft  tow n, w ithou t leav in g  h is  
address. W ith in  a  w eek  B telegraphed  
h is  acceptance of the  offer, being  at that 
tim e in  ignorance of A’s  w ish  to  revoke  
it. The telegram  w as duly received. Is 
there a contract?
Q uestion No. 2:
a. Define an  escrow  and discuss the  
lega l effect of a delivery of an  instru ­
m ent in  escrow .
b. W hat is  a condition  precedent?
c. W hat is  a  condition  subsequent?
d. A  said to  B, “If you w ill g iv e  m y  
son John a ll the  grain  he needs for  seed­
in g  in  th e  Spring I w ill see  th a t you are 
paid for it .” T h is agreem ent w as not in  
w ritin g . B  furnished the grain . Can he 
hold A  on  the prom ise? W hy?
e. W hat is  an accord and satisfaction?
f. W hat is  a novation  and how  is  it  
properly executed?
Q uestion No. 3:
a. Define an  agent.
b. W hat consideration  is  required in  an 
agency?
c. Is a principal liab le for acts done by  
h is  agent w ith ou t the scope of h is  em ­
ploym ent?
d. C lassify  the auth ority  w h ich  an  
a gent m ay have.
e. In  w h a t w a y s m ay an agency be 
term inated?
Q uestion No. 4:
a. Define a  bailm ent?
b. Define a sale.
c. W hat is  the  parole evidence rule?  
W hat is  its  purpose? B riefly  g ive  one  
illu stra tion  of and one exception  to the  
rule.
d. Define an express warranty.
e. E num erate th e  righ ts and rem edies  
of a se ller  under the uniform  sa les act.
Q uestion N o. 5:
a. Give e ssen tia ls  of a negotiable  
prom issory note.
b. Is  a note payable one day after  the  
m aker’s death negotiable?
c. Is  a note payable w hen the m aker  
arrives a t  the age of 28 negotiable?
d. A check is  m ade out payable to  the  
order o f  a fictitiou s firm and such fact  
is  know n to  the prom isor. Is  i t  valid ?  
I f  so to  whom  is  it  payable?
e. A  m ade out a  prom issory note pay­
able to B  and le ft  i t  in  the drawer of 
h is safe. A  few  days after, A  died, be­
fore th e  note w as delivered to  B. The  
note w as found and turned over to  B. 
Can he recover? W hy?
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f. A note payable to  the  o rder of “A. 
B row n” is  endorsed as follows:
“A. B row n.”
“ P a y  to  C has. S m ith , signed
W illiam  Jones.”
W illiam  Jones, w ithou t indorsing  the 
check delivers th e  bill to  Jo h n  Jones, 
a  m an in no w ay re lated  to  W illiam  
Jones. Is  John  Jones en titled  to  sue 
on th e  note? W hy?
g. W ith in  w h a t tim e m ust a bill of 
exchange payable a t  s ig h t be presen ted  
for acceptance?
h. W ho are  th e  persons p rim arily  
liable on a bill or note and who are  
secondarily  liable? W ith in  th a t  p a r t 
of th e  section of negotiable in s tru m en ts  
law  w hich reads, “the  person p rim arily  
liable on an  in s tru m en t is th e  person 
w ho by th e  te rm s of th e  in s tru m en t is 
absolutely  required  to  pay  th e  sam e, all 
o th e r  p a rtie s  a re  secondarily  lia b le .” 
E xplain .
Q uestion No. 6.
a. Define a  corporation .
b. Give po in ts of difference betw een 
a  p a rtn e rsh ip  and a corporation .
c. Define a partn ersh ip .
d. Is  th e  ow ner of p re fe rred  stock a 
co-owner in  th e  business or a cred ito r?
e. A re th e  shareholders of a  corpora­
tio n  liab le  fo r co rp o ra tio n  to r ts ?
f. M ust a co rporation  be fo r financial 
profit?
g. Define a defacto corporation .
h. Is  a p rom otor an  agen t of the  
corporation?
i. May a corporation  acquire  its  own 
shares  w hen no fraud  on th e  o ther 
shareho lders or stockholders or cred ito rs 
is a ttem p ted  and w hen th e re  is  a  su r­
plus ex isting?
j. A p a rtn e rsh ip  has a  claim  ag a in s t 
X  fo r five thousand  dollars. X  claim s 
he owes only $2,500.00. A m em ber of 
th e  firm  proposes to  X  th a t  the  claim  be 
subm itted  to  a rb itra tio n . T h is  is done 
and  th e  a rb itra to r  decides in  X ’s favor. 
The firm  sues X  for five thousand  dollars. 
D em and th a t  a m em ber of th e  firm  can­
no t b ind th e  p a rtn e rsh ip  to  th e  a rb i tra ­
tion . W hat resu lt?
k. Is  an  incom ing p a rtn e r  liable for 
the  p a s t indebtedness of the  firm  by his 
a c t of com ing in to  th e  firm ?
l . “A c red ito r of a  stockholder in  a 
co rporation  h as  no  rig h ts  ag a in s t the  
corporate  asse ts  fo r such assets belong 
to  th e  co rporation  and no t the ind iv idual 
b u t he has a r ig h t ag a in s t the  ind iv idual 
in  th e  firm  for the  p a r t th a t  ind iv idual 
would get in  case of liqu idation .” Is  
th is  tru e  or false?
m. A p a rtn e rsh ip  is form ed betw een
A, B and C, w herein  A con tribu tes five 
thousand  dollars, B one thousand  dol­
la rs  and C h is  services. A t a m eeting  
of the  p a rtn e rsh ip  a question  comes up 
to  be voted on and A contends th a t  the
vo ting  pow er is five to  one as to A and 
B and C has n o voice. Is  th is  conten­
tion  correct?  W hy?
n. A and  B a re  cred ito rs of th e  XYZ 
C orporation. E ach have five hundred  
do llars com ing from  the  corporation .  A 
owes the  corporation  five h u nd red  dol­
la rs  a s  a  balance due on m achinery  
bought from  the  corporation . A owes 
five hundred  do llars on h is subscrip tion  
for th e  o rig inal stock of the  corporation. 
The XYZ C orporation  b rings action 
aga in s t A and B for five hundred  dol­
la rs  each. W hat a re  th e  respective 
rig h ts  of set-off?
Q uestion No. 7:
a. Define a deed and d is tingu ish  be­
tw een a quit-claim  deed and a w arran ty  
deed.
b. W hat is an  ab s trac t of title?
c. W hat legal effect does a d ischarge 
in  bankrup tcy  have?
d. A has gone b a n k ru p t and in  h is 
schedules has listed  a no te  in  th e  sum  of 
five hundred  do llars payable to  th e  F ir s t 
N ational B ank  a t  M adison, W isconsin. 
Subsequent to  h is d ischarge in  bank­
rup tcy  he pays in te re s t on th is  note; 
subsequent th e re to  th e  bank  in s titu te s  
action  on th e  note. W ho recovers? 
W hy?
ELEM ENTS OF POLITICAL ECONOMY
(T im e A llow ance— 2 ½ h o u rs )
(A nsw er ten  o u t of th e  t h irte e n  q ues­
tions. I f  m ore  th a n  te n  a re  an sw ered , 
y o u r s ta n d in g  w ill be e s tab lish ed  on th e  
basis  of th e  firs t te n  on ly .)
Q uestion  No. 1.
(a )  W h a t is m e a n t by th e  te rm  “ In ­
d u s tr ia l R ev o lu tio n ” ?
(b ) Show  th e  fo rces o r causes a t 
w ork  in  E n g lan d  w hich  m ig h t be said  
to  have b ro u g h t on th e  In d u s tr ia l  R ev­
o lu tion .
(c) D escribe th re e  of th e  d is tin c tiv e  
fe a tu re s  o f m odern  econom ic life  w hich 
m ay be sa id  to  have  grow n  o u t of th e  
In d u s tr ia l R evo lu tion .
Q uestion  No. 2.
(a )  W h a t, to  y o u r m ind , a re  th e  
ch ief reaso n s fo r th e  co rp o ra te  fo rm  of 
b usin ess  o rg a n iz a tio n  h av in g  becom e 
th e  d o m in an t fo rm  of to d ay ?
(b )  S ta te , u n le ss  y o u  h a v e  don e so  
in  th e  p reced in g  paragraph , th e  c h ie f  
a d v a n ta g es  and  th e  c h ie f  d isa d v a n ta g es  
o f th e  corp orate  form  o f b u s in e ss  or­
g a n iza tio n .
Q uestion  No. 3.
(a )  W h a t is th e  m ean in g  o f  th e  te rm  
“ fa ir  c ap ita l v a lu e  of a  com pany” ? 
Show  how  such  m ig h t be ca lcu la ted .
(b) W hat is  th e  m eaning  of th e  term  
“ w ate red  s to c k ? ” Show  th e  b ea rin g , if  
any , of w a te red  sto ck  on th e  m a rk e t 
v a lu e  o f th e  se c u r itie s  of th e  com pany.
Q uestion  No. 4.
(a )  H ow  do you  exp la in  th e  r ise  and
g ro w th  of tr a d e  un io n ism  in  th e  U n ited  
S ta te s?
(b )  N am e som e re c e n t lab o r-cap ita l 
sc rap s  in  w hich  th e  use  of a co u rt in ­
ju n c tio n  h as  been  an  im p o rta n t fac to r.
(c ) W h a t a re  th e  a rg u m e n ts  u sed  by 
th o se  h o ld in g  th a t  th e  in ju n c tio n  sho u ld  
n o t be used  in  s e ttl in g  lab o r d isp u tes?
Q uestion  No. 5.
(a )  A t th e  p re se n t tim e , how  fa r  can 
th e  U n ited  S ta te s  G overnm en t go in 
fo rc in g  lab o r an d  c ap ita l to  a rb i tr a te  a 
d isp u te?  C ite  specific in d u s tr ie s  and  
b oards, if  possib le .
(b) W hat w a s  th e  so-called “K ansas 
In d u s tr ia l C o u rt” ? W h a t w ere th e  
fo rces w h ich  re s u lte d  in  its  loss of 
pow er?
(c) I f  a  m an  em ployed  in  a fa c to ry  
in  th e  S ta te  of W isconsin  is in ju re d , 
w h a t p ro tec tio n  h a s  h e  by  law ? W h a t 
w as h is  position  u n d e r  th e  com m on law  
befo re  th e  p assag e  of o u r s ta te  s ta tu te ?
Q uestion  No. 6.
(a )  W h a t is “ m oney” ? H ow  do you 
accoun t fo r  th e  fa c t th a t  we da ily  ac­
cep t b its  of p ap e r an d  m e ta l in  th e  d is­
cha rg e  of law fu l deb ts?
(d ) D is tin g u ish  betw een  s ilv e r c e r t i­
ficates an d  “ g reen b ack s .” B etw een  
N a tio n a l B ank  N otes an d  F e d e ra l R e­
serve  B an k  N otes.
(c) W h a t is th e  nam e of th e  new  
k in d  of m oney  g iven  us by th e  F ed e ra l 
R eserve B an k in g  System , w hich  is u n ­
lik e  an y  o th e r  ty p e  o f m oney ever is­
sued  in  th e  U n ited  S ta te s?  W h ere in  is 
i t  d iffe ren t?
Q uestion  No. 7.
(a )  D escribe briefly  th e  s itu a tio n  in 
h is to ry  o u t of w h ich  o u r N a tio n a l B an k ­
ing  A ct g rew .
(b ) E n u m e ra te  th e  w eaknesses o f 
th is  law  as i t  w as o p e ra tin g  in  1912.
Q uestion  No. 8.
(a )  Show  concisely  how  o u r F ed e ra l 
R eserve  B an k in g  System  gives us e la s ­
tic ity  of:
(1 ) C urrency .
(2) C redit.
(b ) D escribe briefly  th e  cond ition  o f 
th e  “m o n ey  m a rk e t” in  th e  U nited  
S ta te s  fo r th e  p a s t six o r e ig h t m on ths.
(c) W h a t have  th e  F e d e ra l R eserve 
B an k s  done to w ard  re g u la tin g  o p e ra ­
tio n s  in  th e  s to ck  m ark e t in  th e  p a s t 
few  m o n th s?
Q uestion  No. 9.
S ta te  y o u r u n d e rs ta n d in g  of th e  te rm  
“ business cycle .” W h a t a re  th e  causes 
o f  th e  busin ess  cycle? W h a t a re  th e  
ch ie f m ethods used  fo r d e te rm in in g  th e  
p ro g re ss  an d  e x te n t of p rice  changes?  
W h a t a re  som e of th e  ch ief ind ices used 
fo r  a sc e r ta in in g  th e  p re se n t cond ition  
of business, an d  its  possib le  cond ition  
in  th e  n e a r  fu tu re ?
Q uestion  No. 10.
(a )  W h a t, in  a w ord , is th e  “ a g ric u l­
tu r a l  p ro b lem ” ?
(b ) W h a t d id  th e  M cN ary-H augen
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B i l l  propose to  accom plish? H o w  d id  
i t  propose to accomplish its  purpose?
(c ) W h a t d id  P res iden t Coolidge 
mean by h is  s ta tem ent th a t  th is  b i l l  was 
a p ric e -fix in g  scheme, and th e re fo re  
econom ica lly  unsound?
Q uestion No. 11.
(a ) S tate the  “ L a w  o f C om para tive  
Costs,”  and show its  bea ring  on a sys­
tem  o f p ro te c tive  ta r iffs .
(b )  W h a t are the  ch ie f fo rm s  o f 
taxes used in  W iscons in  fo r  securing  a 
state incom e? E va lua te  these va rious  
k in ds  o f taxes w ith  reg a rd  to :
(1 )  S im p lic ity  and ease o f  co llec tion .
(2 )  B urden .
(3 )  As a means fo r  re d is tr ib u t in g  
w ea lth .
Q uestion No. 12.
(a ) G ive th e  nam e and approx im ate  
date o f the  ch ie f law s by means o f w h ich  
the  U n ited  States seeks to  p re ven t the 
e lim in a tio n  o f com p e titio n  as am ong 
d iffe re n t u n its  o f the  same in d u s try . 
(O u r A n t i-T ru s t L a w s ).
(b )  W h a t is  the sign ificance in  the 
h is to ry  o f o u r t ru s t  co n tro l o f:
(1 )  The Decis ion o f the  U n ited  States 
Suprem e C o u rt in  1911, in  the  S tand­
a rd  O il Case?
(2 )  The C layton  A c t o f 1914?
(3 )  The P itts b u rg h  P lus Case in  
1924?
Q uestion No. 13.
(a ) W h a t, in  the  s tudy  o f economics, 
is  m eant b y  the  te rm  “ p ro d u c tio n ” ? 
“ C a p ita l” ? “ D is tr ib u t io n ” ?
(b )  Name the  so-called fa c to rs  o f 
p ro d u c tio n  and the  correspond ing 
shares o f the  social p ro d u c t rece ived by 
each.
(c ) Give y o u r un de rs ta nd ing  o f the  
forces d e te rm in in g  the  size o f  th e  share 
go ing  to  each o f the  fac to rs  o f p roduc­
t io n .
G O V E R N M E N T A L  AC C O U N TIN G
(T im e A llowance 2½ hours)
Question No. 1: Name e igh t purposes 
fo r  w h ich  a m u n ic ip a lity  m ay levy taxes.
Question No. 2: Name and define the 
tw o  great classes o f m un ic ip a l securi­
ties.
Question No. 3: In  reference to  the 
fo llow ing , w h a t changes have been made 
by the  Revenue A c t o f 1928 as com­
pared w ith  the Revenue A c t o f 1926?
(a) C orpora tion  N orm a l Tax Rate.
(b) Corpora tion Credit.
(c) Earned Income M axim um .
(d) “ In i t ia l  Paym ent”  in  rea l estate 
sales.
(e) Basis fo r ga in  or loss on p rope rty  
sold by an executor.
( f)  T im e fo r f il in g  cla im s fo r  re fund.
(g) Adm issions and Dues Tax.
(h ) Employees Trusts.
Question No. 4: C ontrast “ Business”  
Budgets w ith  “ G ove rnm en ta l”  Budgets 
in  the fo llo w in g  pa rticu la rs :
(a) Revenues.
(b) Expenditures.
(c) Purposes.
(d) F le x ib il ity .
(e) Results.
Question No. 5: (a) Define pub lic  
corporations and d is ting u ish  between 
them  and p riva te  corporations.
(b) W hat is  a m un ic ipa l charter?
(c) W hat is  an ordinance?
(d) W hat is an assessment?
(e) W hat is a m un ic ipa l w a rran t?
Question No. 6: M ost o f the States
have so-called “ B lue Sky”  Laws or 
“ Securities”  Acts in  effect. In  determ in­
ing  w hether an issue is  w o rth y  of a per­
m it, these so-called “ B lue Sky”  Laws 
prescribe w ha t tests sha ll be applied. 
These methods or tests are not un fo rm  
in  the several States. B r ie fly  describe 
fou r ways now used in  various States 
fo r passing on the  qua lifica tions o f a 
proposed security.
Question No. 7: (a) Name three ra d i­
cal changes made by the 1927 W isconsin 
Income Tax Law , as compared w ith  the 
la w  prev ious ly  in  effect.
(b) B rie fly  state you r reasons fo r  be­
in g  in  favo r o f o r against the  changes 
made.
Question No. 8: State the k inds  of 
taxes pa id in  W isconsin by the fo llo w ­
ing  types of corpora tions:
(a) Railroads.
(b) Insurance Companies.
(c) Sleeping Car Companies.
(d ) Telephone and Telegraph Com­
panies.
(e) F re ig h t L ine  Companies.
IN D IA N A  
The Ind iana  Association of Certified 
P ub lic  Accountants issued du rin g  the 
m onth of January the fo u rth  o f its  1928-
1929 m o n th ly  b u lle tin s . T h is  b u lle t in  is 
devoted to  the  subject o f Budgets, w ith  
subdivisions o f the Sales Budget, the 
F ina nc ia l Budget and the  C ontro l Budget.
These four-page bu lle tins  are do ing 
m uch to  acqua int the general business 
pub lic  w ith  outstand ing ways in  w h ich  
the C. P. A. can be o f assistance to  busi­
ness organizations.
M ISS O U R I 
A  jo in t  m ee ting  o f the  St. Lou is  
Chapte r o f the  M isso u ri Society o f Cer­
tif ie d  P u b lic  A ccountan ts  w ith  the  Rob­
e r t  M o rr is  Associates was he ld  on 
Tuesday, Jan u a ry  22, 1929, a t the  M is ­
s o u ri A th le t ic  A ssocia tion . F o llo w in g  
d in n e r “ A ccou n tin g  P rac tice  in  Inve n -
( f )  Express Companies.
(g) S treet R ailw ays.
Questions No. 9 and 10.
A fte r  g iv in g  effect to the transactions 
recorded below fo r  the  several t ru s t  
funds of an educational in s titu t io n , pre­
pare:
(a) S tatem ent o f T ru s t Receipts and 
T ru s t Disbursements.
(b) T ru s t Funds Balance Sheet.
(c) Statem ent o f T ru s t Funds.
A . Davis Fund
1. G ift  fo r  endowment bonds va lued at 
$25,000.
2. Sale of Bonds (3-5 o f G ift), $15,000.
3. Purchase o f Securities $10,000.
4. Income Received $1,400.
5. Securities Costing $6,000 sold fo r  
$5,800.
6. Income expended $700.
B. S tudent Loan Fund
1. In i t ia l  G ift— Cash $15,000.
2. Loans $10,000.
3. Repaym ent o f Loans $5,300.
C. Jones Fund— Endowm ent
1. Cash G if t  $20,000.
2. Purchase of $50 00 par value of se­
cu rities  fo r  $5,500.
3. Purchase of $12,000 securities a t 
par.
4. Income on securities of $500 o f 
w h ich  am ount $100 was applied to  
am ortiza tion  o f prem ium .
5. Sale o f securities purchased a t par 
($3,000) fo r  $3,200.
D. Sundry Endow m ent Fund
1. Bonds received to  am ount of $75,-
000 (par and m arke t value).
2. Income Received $6,000.
3. Income transfe rred  to General 
Fund.
to ry  V e r if ic a tio n ,”  was discussed by 
W m . M ayors o f Benner, M ayors &  Com­
pany, and A lb e r t  E. W agen fuehr, o f the  
B oa tm en ’s N a tio n a l B a n k ; “ Phraseo logy 
in  A u d ito r ’s C e rtifica te ,”  by  Jno. M. 
Neum ayer, o f H a sk ins  &  Sells, and O. 
A . R o w la nd , o f the  M iss iss ipp i V a lle y  
T ru s t Com pany; “ A ccou n tin g  T e rm i­
n o lo gy ,”  by  Jno. J. L a ng  and W . A . 
G ordon, o f  the  L ib e r ty  C e n tra l T ru s t 
Company.
P E N N S Y L V A N IA
The P h ila d e lp h ia  C hapte r o f the  
P ennsy lvan ia  In s t itu te  o f C e rtified  P ub­
l ic  A ccountan ts  he ld  a m ee ting  on De­
cem ber 19, 1928, a t the  A r t  C lub w ith  
abou t 80 m em bers present, and also 
several m em bers o f the  State B oa rd  o f 
E xam ine rs .
A  m us ica l e n te rta in m e n t was p ro ­
v ided  d u r in g  and a fte r  d in n e r by  the
STATE SOCIETY NEWS
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A d e lp h ia  Q ua rte tte . A f te r  d in n e r the  
m ee ting  was opened by C ha irm an  V o l­
lu m , w ho in tro du ced  the  m em bers o f 
the  B oa rd  o f E xam iners. F ra n k  W ilb u r  
M a in , P res iden t o f the  B oard , was 
ca lled  upon fo r  a fe w  rem a rks  and 
spoke b r ie f ly  re g a rd in g  the  success 
w h ich  has been had by  the  P itts b u rg h  
C hapte r rece n tly  in  h o ld in g  in fo rm a l 
w e ek ly  luncheons. M r. M a in  also spoke 
b r ie f ly  o f the  w o rk  o f th e  B oa rd  o f 
E xam ine rs .
A f te r  d ispensing w ith  business an 
en joyab le  and  e n te rta in in g  ta lk  was 
g iven  by M r. Spencer R. Graves, news­
paper p u b lish e r and m em ber o f the  Fac­
u l ty  o f the  G erm antow n H ig h  School, 
who was th e  speaker o f the  evening.
C hris tm as presents b ro u g h t by the  
m em bers were th e n  d is tr ib u te d  am ids t 
g re a t m e rr im e n t.
OREGON
The Leg is la tive  Committee of the Ore- 
g fon State Society o f Certified Pub lic 
Accountants have completed the b i l l  
w h ich  w i l l  be presented to  the Oregon 
Leg is la tu re  a t its  present session. The 
b i l l  is  o f a regu la to ry  type and fo llow s 
the general p lan of accounting b ills  of 
the las t few  years. The Leg is la tive  Com­
m ittee  consists o f: Wm. W h itfie ld , C ha ir­
m an; M. D. W ells, V ice C ha irm an; E. M. 
W ilson, E. E. Bosworth, C. L . K e lly , 
A r th u r  Berridge, A. R. Sawtelle, J. Y. 
R ichardson, L . R. McGee and J. G. G ill­
ingham .
O K LA H O M A
The O klahom a B an ker, in  its  De­
cem ber issue, ca rried  a f u l l  page a rtic le  
by  C. F . M ille r ,  o f O klahom a C ity , 
C ha irm an o f the  L e g is la tive  C om m ittee  
o f the  O klahom a Society o f C e rtified  
P u b lic  A ccountan ts , un de r the  t i t le  
“ New  A ccountancy Law  W an te d .”  The 
e d ito r  o f the  B a n ke r added h is  offi­
c ia l endorsem ent in  the  fo llo w in g  m an­
n e r:
“ A  M ove in  th e  R ig h t  D ire c tio n .
“ A n y  m ovem ent th a t w i l l  ra ise  the  
s tandard  and increase the  effic iency o f 
m en charged w ith  the  re s p o n s ib ility  o f 
a u d itin g  banks and o th e r business con­
cerns is w o rth y , and shou ld  rece ive the  
sup po rt o f o u r c itizensh ip . In te g r ity  
canno t be c o n tro lle d  th ro u g h  b lu ff o r 
b a rte r, b u t h ig h e r s tandards can be 
safeguarded th ro u g h  lega l re s tr ic tio n s  
and every encouragement should be 
o ffered to  any m ovem ent th a t w i l l  
e lim in a te  fra u d  and inaccu racy in  the  
process o f a u d itin g  records.”
SOUTH C A R O LIN A  
The South C aro lina Association o f Cer­
tif ie d  P ub lic  Accountants has ju s t issued 
an eight-page brochure, th is  be ing the 
th ird  o f a series published by  them  fo r 
the  avowed purpose o f in fo rm in g  business
in te r e s t s  in  t h a t  S ta te  o f th e  f a c t  t h a t  
th e r e  i s  a  S ta te  o rg a n iz a tio n , th e  m em ­
b e rs  of w h ic h  a re  a v a ila b le  f o r  p ro fe s­
s io n a l  a cc o u n tin g  w o rk .
T h is  b u lle tin  is  devoted to  a b r ie f d is­
cussion o f some advantages accru ing  from  
the  use o f the N a tu ra l Business Year. 
T h is  subject is  one concerning w h ich  the 
certified  men would do w e ll to  educate 
th e ir  c lients, fo r  in  so do ing they  are 
rendering  the c lie n t a valuable service. 
Th is b u lle t in  lis ts  the  fo llo w in g  seven 
advantages o f us ing the N a tu ra l Business 
Year when i t  does no t coincide w ith  the 
calendar year:
(1) H a v ing  a clearer conception o f con­
d ition s  on w h ich  to  base plans and pu r­
chases fo r  the com ing year, and more 
tim e  in  w h ich  to discuss them.
(2) T a k in g  inventories a t a slack pe­
r io d  w hen stocks shou ld  be a t th e ir  
low est p o in t.
(3) H a v ing  a financ ia l p ic tu re  o f a 
business th a t w i l l  more t r u ly  reflect its  
rea l cond ition  and progress than  one 
taken a t the he igh t o f the busy period.
(4) Collecting s ta tis tica l data fo r  a 
n a tu ra l, ra th e r than fo r  an a rt if ic ia l,  
period.
(5) R e liev ing  congestion in  a rrang ing  
loans and other bank ing  business.
(6) E nab ling  accountants to  give 
p ro m p te r service to  business houses.
(7) P rov id in g  more tim e  fo r  consulta­
t io n  between business men and account­
ants.
T E X A S
The Texas A ccou n tan t fo r  Jan u a ry  
contains on its  f irs t page an organ iza tion  
cha rt o f the  Texas Society o f Certified 
P ub lic  Accountants, fo llowed by a lis t  
o f its  officers and the con s titu tion  and 
by-laws w h ich  have been recently  adopted 
in  th e ir  present form . A n y  societies th a t 
are contem pla ting  a change in  organiza­
tio n  w ould do w e ll to  ask the P resident 
o f the Texas Society, J. R. Nelson, 1318 
A m erican  Exchange B an k  B u ild in g , 
Da llas, Texas, fo r  a copy.
W A S H IN G TO N  
F ro m  the  W ash ing ton  Society o f Cer­
tif ie d  P u b lic  A ccoun tan ts ’ B u lle t in ,  fo r  
December, we note th a t they  have ap­
po in ted  a N a tu ra l Business Y ear Com­
m itte e  w ith  John H . Benson, as C h a ir­
man. T h a t the  sub ject o f C a lendar Re­
v is io n  was discussed a t th e ir  December 
m eeting . T h a t the  com m ittee  ap­
po in ted  to  d ra ft  a new accoun ting  la w  
consists o f A rn e  S. Hansen, C ha irm an,
E. C. Danie l, W m. M cAdam and Geo. 
V . W h it t le .  T h a t seven candidates 
passed th e  W ash ing to n  S ta te  B oa rd  ex­
am ina tions  he ld  in  N ovem ber. T h a t 
th e  Seattle C hapte r is  m a in ta in in g  its  
re g u la r  w e ek ly  m eetings and th a t  the  
P ac ific  Telephone and T e legraph  Com­
pany has in fo rm e d  the  S ecre tary o f the
W ash ing to n  Society th a t  C e rtified  P ub­
lic  A ccountan ts  w o u ld  be separa te ly  
c lassified in  the  nex t issue o f the  Seat­
tle  Telephone D ire c to ry . T h is  ac tion  
fo llo w s  the  re s o lu tio n  o f p ro te s t 
adopted by the  Society a t its  Novem ber 
m eeting .
STATE BOARD NEWS
F L O R ID A  
George F . M cC all, C. P. A ., o f M ia m i, 
has been appo in ted as a m em ber o f the  
F lo r id a  State B oa rd  o f A ccountancy to  
succeed W . J. F orney, C. P. A ., o f  
Jacksonv ille .
M ASSACHUSETTS 
G overnor F u lle r  has re ce n tly  ap­
po in ted  P it t  W . D a n fo rth , C. P. A ., to  
the  B oard  o f R e g is tra tio n  o f C e rtified  
P u b lic  A ccountan ts.
G overnor F u lle r  has also appo in ted 
W a lte r  S. M organ , C. P. A ., to  the  o f­
fice o f C o m p tro lle r o f the  Com m on­
w e a lth  o f Massachusetts.
N O R T H  C A R O L IN A  
F ra n k  L . Jackson, C. P. A ., o f 
Davidson, N. C., has succeeded George
H . Adam s, C. P. A ., to  m em bersh ip on 
the  N o rth  C a ro lina  State B oa rd  o f Ac­
countancy.
TE N N E SS E E  
F o llo w in g  the  recen t appo in tm en ts  
by the  G overnor the  Tennessee State 
B oard  o f A ccountancy has organ ized 
as fo llo w s : P resident, Thos. M. M c In ­
ty re , C. P. A ., N a sh v ille ; Secre tary- 
T reasu rer, C. P. M oore, C. P. A ., Nash­
v il le ;  M em bers: Eugene C. Reynolds,
C. P. A ., M em phis; Charles D. R ich ­
ards, C. P. A ., B r is to l;  L . L . B land , C. 
P. A ., M em phis; E l l io t t  D. Adam s, C. 
P. A ., K n o x v il le ;  and A tto rn e y  S. L . 
F e lts , N ashv ille .
W IS C O N S IN  
Carm on G. B lough , C. P. A ., o f 
M adison, has been appo in ted  to  m em ­
bersh ip  on the  W iscons in  S tate Board 
o f A ccountancy.
T E X A S  IN STR U C TO R S M E E T  
The second annua l m ee ting  o f the  
Texas A ssoc ia tion  o f U n iv e rs ity  In ­
s tru c to rs  in  A ccou n tin g  was he ld  in  San 
A n to n io  con cu rre n t w ith  the  m ee ting  o f 
the  Texas Society o f C e rtified  P u b lic  Ac­
countan ts, N ovem ber 30 and December
1, 1928. A t  the  m o rn in g  session on 
F r id a y  a rou nd -ta b le  d iscussion o f p rob ­
lems in  accoun ting  in s tru c tio n  was he ld. 
In  the  a fte rn oon  a paper on recent ac­
cou n tin g  li te ra tu re  was read and d is­
cussed. The in s tru c to rs  a ttended the 
Texas Society banquet on F r id a y  even­
in g  and the  session S a tu rday  m o rn ing .
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IN  MEMORIAM
R O B E R T  H . D IL L IN G H A M , C. P. A .
(N . Y . No. 519, M arch  28, 1911) d ied 
on M onday, Novem ber 12, 1928.
M r. D illin g h a m , w ho was a m em ber 
o f the  f irm  o f Bow ers &  D illin g h a m , 
271 M adison Avenue, New  Y o rk  C ity , 
was a m em ber o f the  New Y o rk  State 
Society o f C e rtified  P u b lic  Accountan ts  
and a ch a rte r m em ber o f The A m erican  
Society o f Certified P ub lic  Accountants.
W . O. L IG O N , J r .,  C. P. A . (O k lahom a 
No. 14, M ay 15, 1918. A rkansas No.
4, F e b ru a ry  10, 1923. Texas No. 233) 
d ied on O ctober 7, 1928.
H e was a m em ber o f the  f irm  o f W . O. 
L ig o n  &  Company, Tu lsa , O klahom a, 
was a m em ber o f the  O klahom a Society 
o f C e rtified  P u b lic  A ccountan ts  and a 
c h a rte r m em ber o f The A m erican  So­
c ie ty  o f C e rtified  P u b lic  A ccountan ts, 
h a v in g  served as a m em ber o f its  B oard 
o f D irec to rs  in  1922.
AUGUSTUS N. N IC K E R S O N , C. P. A .
(M assachusetts No. 36, J a n u a ry  17, 
1910) d ied  on June 11, 1928, a t h is 
hom e in  Boston, Massachusetts.
M r. N ickerson  was bo rn  in  Boston on 
J u ly  30, 1860. He began practice  as a 
p u b lic  accoun tan t in  1883. In  1921 h is 
f irm  became m erged w ith  H ask ins  & 
Sells and in  1924 he jo in e d  the  f irm  o f 
Lew is, M urphy & Co. A t  the tim e  of 
h is  death he was associated w ith  D. B. 
Lew is  &  Company, o f Boston. He was a 
m em ber o f the  Massachusetts State 
Board of R eg is tra tion  in  1914 and 1915. 
He had been a m em ber o f The A m erican  
Society o f  C e rtified  P u b lic  Accountan ts  
fo r  a num ber o f years.
N O R M A N  L . TR O M A N H A U S E R , C. 
P. A ., (M isso u ri No. 50, J u ly  30, 1910) 
d ied a t h is  hom e in  Kansas C ity , M is ­
sou ri, on A ug us t 5, 1928.
M r. T rom anhauser was bo rn  in  On­
ta r io , Canada, and had liv e d  in  Kansas 
C ity  about th ir t y  years. He was a mem­
ber o f the  Kansas C ity  C hapter o f the 
M isso u ri Society o f C e rtified  P u b lic  A c­
countan ts, o f the  N a tio n a l A ssocia tion  
o f Cost A ccountan ts, the  Cham ber o f 
Commerce and was a ch a rte r m em ber o f 
T he  A m erican  Society o f C e rtified  P ub­
l ic  A ccountan ts.
1890. D u r in g  the  W o r ld  W a r he was 
Coach to  the  R iflem en  o f the  N avy 
s ta tioned  a t P e e k s k ill,  N . Y . He was a 
m em ber o f the  accoun ting  f irm  o f H a r t
&  R obinson, New Y o rk  C ity , was a m em ­
ber o f the  New  Y o rk  S tate Society o f 
C e rtified  P u b lic  A ccountan ts  and he ld  
m em bersh ip c e rtif ica te  No. 10 in  The 
A m erican Society o f Certified P ub lic  Ac­
countan ts. He was a Mason, m em ber o f 
A rc h ite c t Lodge No. 519 F . &  A . M., 
and also o f the  F e llo w c ra ft C lub, M a­
sonic O rder.
JA M E S  F R E D E R IC K  W H IT E , C. P.
A . (N . Y. No. 580, M arch 25, 1912) d ied 
in  New Y o rk  C ity  on N ovem ber 17,
1928.
D u rin g  the  W orld  W ar M r. W h ite  was 
F ir s t  L ie u te n a n t in  th e  49 th  In fa n try ,  
was p rom oted to  Capta in , S igna l Corps 
and was la te r  com m and ing officer, S ix th  
D e tro it  A ir  Service, D e tro it. A t  the 
tim e  o f h is death he was L ie u te n a n t 
Colonel in  the  U n ited  States A ir  Re­
serve Forces. He had been p ra c tic in g  
p u b lic  accoun ting  as a m em ber o f the  
f irm  of James F rede rick  W h ite  & Co., 
w ith  offices in  the  U. S. Bond and M o rt­
gage B u ild in g , New Y o rk  C ity , since 
1920. He was a m em ber o f th e  New 
Y o rk  State Society o f Certified P ub lic 
A ccountan ts, N a tio n a l A ssoc ia tion  o f 
Cost Accountan ts, A m erican  In s t itu te  o f 
A ccountan ts, and The A m erican  Society 
o f C e rtified  P u b lic  A ccountan ts. He 
was also a m em ber o f the  A m erican  
A rb itra tio n  Association and a t the tim e 
o f h is  death was se rv ing  as a m em ber o f 
The A m erican  Society ’s C om m ittee  on 
A rb itra t io n .
S A M U E L  A . B L U S T E IN , C. P. A .
(W est V irg in ia  No. 31, J u ly  12, 1919), 
died on January 2, 1929, fro m  influenza, 
com plica ted by h e a rt tro u b le .
M r. B lu s te in  was bo rn  in  C harleston, 
W est V irg in ia , on December 15, 1898, 
and was gradua ted  fro m  the  C harleston 
H ig h  School. A t  the  tim e  o f h is  death 
he was a m em ber o f The N a tio n a l A u d it  
Com pany o f C harleston. He was a 
m em ber o f th e  A m erican  In s t itu te  o f 
A ccountan ts, a ch a rte r m em ber o f The 
A m erican  Society o f  C e rtified  P u b lic  A c­
countants, and was a Past P res iden t o f 
the  W est V irg in ia  Society o f C e rtified  
P u b lic  A ccountan ts. H is  e n tire  l i fe  was 
devoted to  accountancy, e ith e r on the 
sta ff o r as a member o f the firm  o f The 
N a tio n a l A u d it  Company.
oversee th e  landed in te res ts  o f the  Rox­
b u rg h  fa m ily , and i t  was as assis tan t 
to  h is  fa th e r  th a t  he f irs t  acqu ired  h is  
experience in  estate accoun ting . Ent e r- 
in g  th e  t ra in in g  school fo r  teachers a t 
E n n is k ille n , he h im s e lf became one o f 
the  fa c u lty  and  fo r  a pe rio d  o f several 
years ta u g h t m athem atics  and E n g lish  
li te ra tu re  in  the  G overnm ent t ra in in g  
schools. He la te r w ent to  E d inburgh , 
w here  he was associated w ith  account­
in g  firm s. H is  residence in  A m erica  
began in  the  ea rly  n in e tie s  w hen he 
se ttle d  in  St. Lou is , la te r m a k in g  h is  
pe rm anent hom e in  Boston and its  en­
v iro ns . He was g ra n ted  h is  C. P. A . 
ce rtifica te  a t the  t im e  o f th e  second ex­
a m in a tio n  g iven  by the  C om m onw ea lth  
o f  Massachusetts and fro m  then  on was 
associated w ith  M r. H e n ry  A . P iper, 
w hom  he succeeded. He was a m em ber 
o f The A m e ri can Society o f C e rtified  
P u b lic  Accountan ts , the  A m erican  In ­
s t itu te  o f A ccountan ts  and th e  Massa- 
chuetts  Society o f C e rtified  P u b lic  A c­
countan ts. H e was one o f the  in s tru c ­
to rs  a t the  Pace School o f A ccou n tin g  
in  B oston a t the  tim e  o f its  fou nda tion . 
H is  business w i l l  be con tinued  unde r the  
name o f C ann ing &  B ro w n  a t 18 T re ­
m on t S treet, Boston, composed o f M rs. 
C anning, w ho was associated w ith  he r 
husband fo r  some tim e , and M r. F re d ­
e ric k  Lew is  B row n .
S A M U E L N E W B E R G E R , C. P. A .
(N ew  H a m psh ire  No. 84, J u ly , 1919; 
C onnecticu t No. 187, May, 1927 ), d ied 
re ce n tly  a t h is  home in  New Y o rk .
M r. N ew berger was sen io r m em ber 
o f the  f irm  o f Sam uel N ew berger &  
Company, 38 P a rk  Row , New Y o rk  C ity . 
H e  was educated a t Chelsea School and 
received h is  B. C. S. fro m  New Y o rk  
U n iv e rs ity . He was a m em ber o f the 
A m erican  In s t itu te  and a cha rte r m em ­
ber o f The A m erican  Society o f C e rti­
fied P u b lic  A ccountan ts.
H e was fo rm e r ly  accoun tan t fo r  la rge  
re a l estate and b u ild in g  con s tru c tion  
com panies and since 1918 had been 
engaged in  cost accoun ting  and cost 
re d u c tio n  fo r  pow er la u n d rie s  and had 
been engaged in  a num be r o f la rg e  
conso lida tions o f steam laundries . He 
was tre a su re r o f the  A lu m n i Associa­
t io n  o f New  Y o rk  U n iv e rs ity  School o f 
Commerce in  1919-1921. He was au­
th o r  o f a rtic les  on cost accoun ting  and 
incom e taxes fo r  trade  jo u rn a ls . H e 
was a m em ber o f the  Y oung M en’s 
Lyceum , Independen t O rder B ’na i 
B ’r i th ,  L o y a l O rder o f Moose, L a u n d ry - 
ow ners N a tio n a l A ssociation, New Y o rk  
S tate La un d ryow ne rs  A ssocia tion , 
L in e n  S upp ly A ssoc ia tion  o f A m erica , 
Jew ish P u b lic a tio n  Society, N a tio n a l In ­
s t itu te  o f C re d it, A rc h  and Square So­
ciety, and was secretary o f the Jew ish 
Center o f K in gsb ridg e .
E D W A R D  C O LL IN S  RO BINSO N, C. P. 
A . (N . Y . No. 275, A p r i l  14, 1910) d ied 
a t h is  ancestral home in  Springfie ld , 
M assachusetts, on Novem ber 14, 1927.
M r. R ob inson was bo rn  in  New Y o rk  
C ity  on Decem ber 14, 1866. H e  a t­
tended Colum bia U n ive rs ity , class of
W IL L IA M  C. C A N N IN G , C. P. A .
(Massachusetts, No. 58, August 1, 1910), 
d ied on A u g u s t 3, 1928.
M r. C ann ing was bo rn  in  G ourock 
on the  C lyde in  Scotland. D u r in g  h is  
younger years he accom panied h is  fa m ­
i l y  to  Ire land , w h ith e r they  w ent to
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as p ro v id in g  in  th is  co u n try  th e  p rope r 
pro fess iona l s tandard  fo r  the  p u b lic  ac­
coun tan t.
Th*e second p o in t o f d iffe rence re la tes 
to  the  question as to  w h e the r the  con­
t in u in g  p ro fess iona l t i t le  shou ld  be 
“ C e rtified  P u b lic  A cco u n ta n t”  o r “ P ub ­
l ic  A ccou n tan t.”  In  seven o f the  states 
w h ich  have adopted a re g u la to ry  meas­
ure  the  co n tin u in g  t i t le  is “ C e rtified  
P u b lic  A cco u n ta n t”  and i t  is understood 
th a t the  p u b lic  accoun tant g roup w i l l  
be a d im in is h in g  class. In  I l l in o is  the  
p u b lic  accoun tant g roup w i l l  be the  con­
t in u in g  group so fa r  as I l l in o is  is con­
cerned, b u t the m ach ine ry  is s t i l l  re ­
ta in ed  w hereby persons m ay secure C. 
P. A . ce rtifica tes i f  the y  so desire. So 
fa r  as concerns those w ho were 
in  practice  w hen the la s t la w  w ent 
in to  effect, they  are cared fo r  be­
cause the  la w  p e rm itte d  the  cer­
tif ie d  m en to  re g is te r as p u b lic  ac­
coun tan ts  and the  la w  g ran ted  c e r t if i­
cates as p u b lic  accoun tants to  those who 
were then  in  practice . On and a fte r, as 
o f  th a t date, how ever, the  person who 
desires to  en ter p u b lic  accoun ting  in  
I l l in o is  finds th a t in  o rd e r to secure 
the  p rope r license and re g is tra t io n  fo r  
p ractice  w ith in  the  S tate he m ust take 
the  exam ina tion  prescribed by  the 
B oa rd  o f E xam ine rs  o f the  1927 la w  
and i f  he passes th a t he secures a 
ce rtifica te  fro m  them  w h ich  he can 
an n u a lly  reg is te r. T h is  is good in  
the State o f I ll in o is ,  b u t is no t rec­
ognized by the  law s o f any o th e r State. 
I f ,  the re fo re , he desires to place h im ­
s e lf in  a p o s itio n  o f ha v in g  creden tia ls  
w h ich  are recognized by the  laws o f 
a l l  o th e r s tates in  the  U n ion , he m ust 
go before th e  B oard  o f E xam ine rs  of 
the  C. P. A . la w  o f 19 03, and take an 
exam ina tion  and i f  successful he w i l l  
secure a C. P. A . ce rtifica te , w h ich  o f i t ­
self is  o f no va lue  to  h im  in  I ll in o is ,  
because i t  can no t be used as a basis 
under the  la w  fo r  re g is tra tio n , a lth ou gh  
the  ce rtifica tes  ob ta ined p r io r  to  the  
passage o f the  la w  cou ld  be so used. 
Th is , o f course, was necessary in  o rd e r 
to  give the  1927 la w  a basis o f consti­
tu t io n a lity .
M uch th o u g h t and a tte n tio n  was 
g iven to  th e  d is tin c tiv e  t i t le  w h ich  
shou ld  be o ff ic ia lly  aw arded the  ac­
cou n tan t recognized b y  the  State of 
New Y o rk , w hen its  la w  was passed. 
Since then  each State has accepted th a t 
t i t le  as a m a tte r o f course so th a t  in  
every S tate in  the  U n ion  i t  has stood 
and now  stands as the  d is tin c tiv e  
legalized professional accounting t it le .  In  
m ost states the  p ro fess iona l accoun ting
society or association is th a t of the cer­
t if ie d  p u b lic  accountants and The A m er­
ican Society o f C e rtified  P u b lic  A c­
coun tan ts  fu rn ishe s  a n a tio n a l o rg a n i­
za tion  devoted to  the  u p b u ild in g  o f the 
pro fession as represented by the  c e r t i­
fied p u b lic  accoun tant.
O f course, i t  was tru e  th a t in  m ost o f 
the  states the  o r ig in a l la w  was passed 
by a g roup o f pu b lic  accountants who 
elected to  fo llo w  the  exam ple set by 
th e ir  New Y o rk  b re th ren  in  des ignating  
the p ro fess iona l g roup in  th a t State 
th e re a fte r as ce rtifie d  p u b lic  account­
ants. In  some o f the  states, law s were 
p rom oted by those who had secured 
th e ir  ce rtifica tes  in  o th e r states and 
then  changed th e ir  place o f residence.
As a re s u lt o f th is  change the  c e r t i­
fied m an has n o t looked dow n upon his 
no n -ce rtified  p ro fess iona l b ro th e r, bu t 
has endeavored to  induce h im  to  jo in  
the p ro fess iona l ran ks  in  the  re g u la r 
and accepted m anner. H ere and the re  
there have been exceptions to th is  gen­
e ra l ru le , b u t they have been com- 
p a ra tiv e ly  ra re . In  m any o f the  states 
the  State societies o f ce rtif ie d  pub lic  
accountants have fro m  tim e  to  tim e  in ­
v ite d  th e  no n -ce rtified  m en to  b e pres­
en t a t m eetings where p ro fess iona l m a t­
te rs  were discussed. I t  is tru e  th a t 
these societies have w o rked  fo r  the  in ­
te res t o f the  ce rtifie d  m an because they 
have looked upon h im  as the  lega lized 
rep resen ta tive  o f th a t  pro fess iona l 
group.
The charge has been made th a t the 
action  o f the  B oard  o f Tax Appeals in  
p e rm it t in g  o n ly  ce rtifie d  p u b lic  ac­
coun tan ts  to  practice  before the  Board  
tended to  d isc re d it the  p u b lic  account­
an t. N o t so a t a ll.  The Board  o f Tax 
Appeals was confronted w ith  th is  s itua ­
tio n . M a n ife s tly  a tto rneys  w o u ld  be 
a d m itte d  to  prac tice  and a l l states had 
provided fo r  the reg is tra tio n  of a tto r­
neys. A ccountan ts  and o th e r laym en 
had been p e rm itte d  to  p ractice  before 
the  T reasu ry  D epa rtm ent a long w ith  a t­
torneys. W here should the  lin e  o f d is­
t in c t io n  be d ra w n  by the  B oa rd  o f Tax 
Appeals? T h e ir  proceedings m ust be o f 
a fo rm  th a t w o u ld  stand s c ru tin y  in  a 
c o u rt o f record. Should they  a d m it 
everyone to  p ractice  w ith  the  a tten dan t 
p ro b a b ility  o f ine ffec tive  presenta tions? 
Should they  a d m it p ra c tic in g  account­
ants, e lim in a t in g  o th e r types o f la y ­
men? I f  so, i t  w o u ld  be necessary fo r  
them  to  set up m ach ine ry  under w h ich  
th e y  m igh t de te rm ine  w h e the r the  ap­
p lic a n t was a p ra c tic in g  p u b lic  account­
a n t o r w h e the r he o n ly  c la im ed to  be. 
I t  was suggested th a t m em bers o f the
A m erican  In s t itu te , as such, shou ld  be 
a llow ed  to  prac tice  before  the  Board, 
bu t i f  m em bersh ip the re in  was take n  as 
a basis w h a t action  shou ld  be taken  
w ith  re g a rd  to  o th e r societies th a t 
m ig h t then  be in  existence o r th e re ­
a fte r  created? A f te r  s tu d y in g  the  s it ­
ua tio n  the  B oard  fou nd  th a t as in  a ll 
o th e r professions, the  states had estab­
lished  a m ethod by w h ich  the  pu b lic  
accountant who desired to  be measured 
cou ld  be. I t  was, the re fo re , n a tu ra l fo r  
the  B oard  o f  Tax Appeals to  accept as 
a p ra c tit io n e r any ce rtifie d  p u b lic  ac­
cou n tan t and in  so do ing  they  d id  no t 
cast any re fle c tio n  on anyone else b u t 
m ere ly  suggested a means w hereby he 
m ig h t p ractice  before the  B oard  i f  he so 
desired. M any in d iv id u a ls , who up to  
th a t tim e , had no t take n  the pains to  
secure C. P. A . certifica tes, decided, 
fo llo w in g  the  announcem ent o f the  
B oard o f Tax Appeals, th a t they  w o u ld  
take the  C. P. A . exa m ina tion  and 
secured ce rtifica tes  in  m any, i f  n o t in  
most, cases.
Reference has been made to  the  fa c t 
th a t in  one State a t least the  ce rtifie d  
men a ttem p ted  to  secure a p riv ile g e d  
com m un ica tion  p ro v is io n  to  the  ex­
c lus ion  o f the  p u b lic  accountant. O f 
course, th is  cannot be ju s tifie d  on any 
g round . A  p r iv ile g e d  com m un ica tion  
clause is  in  the  in te re s t o f the  p u b lic  
and the p u b lic  is ju s t  as m uch in te r ­
ested in  h a v in g  th a t p ro v is io n  extended 
to  the  p u b lic  accoun tant as i t  is  in  hav­
in g  i t  g ran ted  to  the  ce rtif ie d  p u b lic  ac­
coun tan t, b u t so fa r  as th is  w r ite r  
know s the re  was o n ly  one State in  
wh ich  th is  breach was com m itted.
Reference is som etim es m ade to  the 
fa c t th a t ce rtif ie d  men have endorsed 
laws re q u ir in g  au d its  to  be made by 
ce rtif ie d  p u b lic  accountants and have 
consorted w ith  banke rs  to  secure fro m  
them  endorsem ents o f the  w o rk  o f cer­
t if ie d  p u b lic  accountants. These ac­
tio n s  have n o t been taken  on the  th e o ry  
th a t the re  were no no n -ce rtified  ac­
coun tan ts  who were th e  equa l o f c e r t i­
fied men, b u t on the  th e o ry  th a t in  the  
developm ent o f any pro fession the re  
m u s t be a reco g n itio n  o f a group re ­
la tio n sh ip . The o n ly  g roup  re la tio n sh ip  
in  th e  pu b lic  accoun tan t fie ld  centered 
around  the ce rtif ie d  p u b lic  accountant. 
The p u b lic  accoun tant, by  h is  v e ry  
aloofness, had placed h im s e lf w here he 
was n o t able to  exercise in fluence in  the 
developm ent o f any ideas w h ich  he 
m ig h t have as he w o u ld  have been 
were he a m em ber o f an active  w o rk in g  
group , endeavoring  to  estab lish  and car­
ry  ou t w e ll defined p rinc ip le s .
These th in gs , fo r  w h ich  the  ce rtif ie d  
men are som etim es blam ed by the  non- 
ce rtifie d  men, are in  re a lity  the  th in gs  
w h ich have placed the pub lic  account­
an t in  the position  o f respons ib ility
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AT LAST—a book which has succeeded in 
 bridging the gap between the layman’s 
general knowledge of the income tax 
 and the expert’s experience and technique. 
The income tax is no longer a mere passing 
visitor. It has come to stay. Neither the 
lawyer nor the accountant can avoid respon­
sibility for insufficient familiarity with the 
law. Clients have a right to look to their 
attorneys for light and guidance in tax matters.
This work by Dr. Klein should prove an 
open sesame to all those who desire to become 
thoroughly familiar with Federal Income Tax 
procedure. Authoritative, concise, clear, and 
interesting—the subject mattter is developed 
so that real help is rendered.
Among the 48 chapter headings are the
following;
Bird’s-Eye View of the 1928 Act (A con­
cise and comprehensive treatise on the 
elements of the law)
Tax Avoidance and Tax Evasion 
Nature and Scope of Income 
Accounting for Income Tax Purposes 
Exchanges and Reorganizations 
Transferees of Assets
Ten chapters deal with the determination of 
tax and the assessment, payment, and collection 
thereof. Two of these chapters are devoted to 
redetermination by the Board of Tax Appeals and 
court procedure.
Federal Income Taxation
By  Dr. J o s e p h  J .  K l e i n , former President of 
the New York State Society of Certified Public 
Accountants; Associated Professor of Taxa­
tion at the College of the City of New York; 
member of the New York Bar and senior mem­
ber of Klein, Hinds & Finke, Certified Public 
Accountants.
W i t h  a n  I n t r o d u c t io n  b y —
F r e d e r ic k  B. R o b in s o n , Ph. D., LL. D. 
President, College of the City of New York
The book will be available in February, 1929, 
after the promulgation of Regulations 74.
Price, $10.00
Reservations for copies may be made NOW. To 
avoid delay in delivery, mail the reservation cou­
pon at once.
 WILEY RESERVATION COUPON
John Wiley & Sons, Inc.
440 Fourth  Avenue, New York City.
P lease reserve for me ...........  copies of F E D ­
ERAL INCOME TAXATION, by Dr. Joseph J.
K lein, w hich w ill probably be published in F eb ­
ruary of 1929. It is understood that the price 
of the book w ill be ten dollars ($10.00).
Name .......................................................................................
Address ............................ .....................................................
Firm ........................................................................................ CPA 2-29  
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w h ich  he now  occupies and every pub­
lic  accoun tan t has unconsciously been 
benefited by reason o f the  a c t iv ity  of 
the certified pub lic  accountant groups. 
Instead o f c r it ic iz in g  them  fo r  m ost o f 
the th in gs  w h ich  they have done, they 
should be credited w ith  hav ing  made 
possible the  development th a t has oc­
curred.
W e kn o w  o f no good reason w hy, w hen 
we consider the h is to ry  of the develop­
m ent o f pub lic  accounting, there should 
be any objection on the  p a rt of the reg­
is tered p u b lic  accoun tan t in  states w here 
regu la to ry  leg is la tion  is passed to  being 
considered in  a d im in ish in g  class. The 
la w  takes both the  certified  and the non- 
certified men as i t  finds them, leaves 
them as the y  axe, places upon each 
equa lly a greater resp on s ib ility  than  he 
had before, gives to  each equa lly a more 
perm anent s tanding tha n  he had before. 
The in d iv id u a l pub lic  accountant is then 
pe rm itted  to  determ ine fo r  h im se lf 
whether he wishes to  continue h is  prac­
tice as a pu b lic  accountant, backed by 
the State as long as he behaves h im se lf 
fro m  a professional standpoint, w ith  a ll 
the r ig h ts  and p riv ileges possessed by 
any certified m an in  h is  own State, ex­
cept as to  the use of th a t t it le ,  bu t un ­
able to  exchange h is  certifica te  and se­
cure a legal standing in  another State 
to  w h ich  he m ig h t desire to  go, o r 
w h e the r he w i l l  fo llo w  the  lead o f the 
o th e r a t one tim e  no n -ce rtified  p u b lic  
accountants in  h is  State, w ho have 
taken  the  exa m in a tion  and secured th e ir
C. P. A . ce rtifica tes , and i f  successful 
secure fo r  h im se lf a C. P. A. certificate, 
w h ich  in  any S tate in  th e  U n ion  and 
under a l l cond itions  is recognized as 
rep resen ting  the  h igh es t a u th o r ity  to  
p ractice  accountancy ob ta inab le  in  th is  
cou n try .
Some of the pub lic  accountants have 
in d ica ted  th a t the y  w i l l  n o t stand fo r  
any la w  w h ich  w i l l  p u t them  in  w h a t 
th e y  ca ll a d im in is h in g  class. No la w  
ever ye t enacted has done th a t, b u t each 
o f the  law s has le f t  the  p u b lic  account­
an t as he was, and pro tec ted  h im  
aga inst fu r th e r  in roads o f incom peten t 
and unscrupu lous com p e titio n . The 
ce rtif ie d  men have a r ig h t  to  p ro te c t 
w h a t they  have earned, i f  in  so do ing 
the y  do n o t in  anyw ise in ju re  anyone 
else and a t the  same tim e  he lp  to  p ro ­
te c t the  pu b lic . The p u b lic  accoun tant 
has a r ig h t  to  p ro te c t h im s e lf in  so fa r  
as he is able to  do so w ith o u t endanger­
in g  h is  ce rtifie d  b ro th e r, as long  as he 
is keep ing the  in te re s t o f the  p u b lic  in  
m ind . The p u b lic  accoun tant, the re ­
fo re , in  o rde r to  p ro te c t th e  p u b lic  
against w ha t has been designated as 
the  “ dangerous ly  incom p e ten t”  annua l 
oncom ing crop o f en tra n ts , w i l l  desire 
to  assist in  secu ring  re g u la to ry  le g is la ­
t io n  and then  w i l l  desire to  jo in  the
ran ks  o f  the  c e rtifie d  p u b lic  account­
ants, over 90 per cen t o f w hom  have 
secured th e ir  ce rtifica tes by  exam ina­
tio n , in  o rd e r th a t  no re s p o n s ib ility  w i l l  
a ttach  to  h im  fo r  ha v in g  been a p a rty
B e n ja m in  H . H ic k lin ,  C. P. A ., an­
nounces the  associa tion w ith  h im  o f 
James J. Redm ond, C. P. A ., and th e ir  
con tinuance in  p rac tice  as H ic k lin  and 
Redm ond, C e rtified  P u b lic  Accountan ts, 
941 Russ B u ild in g , San F rancisco, C a li­
fo rn ia .
T . L . W h it fo rd  P orte , C. P. A ., an­
nounces the  open ing  o f an office fo r  the  
prac tice  o f p u b lic  accountancy a t 800 
T ra n sp o rta tio n  B u ild in g , D e tro it ,  M ich ­
igan.
B a ile y  and M acKenzie, C e rtified  P ub­
lic  A ccountan ts, announce th e  rem ova l 
o f th e ir  offices to  the  K o h l B u ild in g , 
486 C a lifo rn ia  S treet, San Francisco, 
C a lifo rn ia .
H a rla n  Johnson &  Com pany, C e rti­
fied P ub lic  A ccountan ts, 717 T it le  
B u ild in g , B a ltim o re , M a ry land , an­
nounce the  w ith d ra w a l fro m  p a rtn e r­
sh ip  o f S. H o w ard  Phipps, C. P. A ., and 
the  adm ission o f C a rro ll F . Davis, C. P.
A ., e ffec tive  Jan ua ry  1, 1929. A n ­
nouncem ent is also made o f the  adm is­
s ion  to  pa rtn e rsh ip  on J a n u a ry  16,
1929, o f A r th u r  L . P e rry , C. P. A .
Geo. E. H . S atchell, o f 369 P ine 
S treet, San F rancisco, C a lifo rn ia , an­
nounces the  open ing o f offices a t 210
A. G. B a r t le t t  B u ild in g , Los Angeles, 
where he w i l l  be represented by A rn o ld  
H i ll is ,  C. P. A.
A nnouncem ent is m ade o f the  asso­
c ia tion  w ith  Pace, Gore & McLaren, 
w ith  executive offices a t 225 B roadw ay, 
New Y o rk  C ity , o f J. P ryse G oodw in, 
C hartered A ccountan t.
A r th u r  Jones and D w ig h t W ill ia m s  
announce the  open ing o f an office fo r  
th e  practice  o f acco un ting  unde r the 
f irm  nam e o f Jones &  W illia m s , C e rti­
fied P u b lic  A ccountan ts , 1505 P h i l­
tow e r, Tu lsa , O klahom a.
H a rry  W e inbe rg  &  Com pany, C e rti­
fied P ub lic  Accountan ts , announce the  
rem ova l o f th e ir  New Y o rk  offices to
11 W est 42nd S treet, Salm on T ow er 
B u ild in g .
L . E. C a h ill &  Company, w ith  offices 
a t T u lsa  and O klahom a C ity , O klahom a,
to  any le g is la tiv e  procedure  w h ich  
w o u ld  fo is t  upon the  p u b lic  even a 
s ing le  incom peten t o r  unscrupu lous 
p ra c tit io n e r w ith  a d iffe re n t c lassifica­
t io n  th a n  he now  possesses.
and W ic h ita  F a lls , A m a r illo  and F o r t  
W o rth , Texas, announce the  adm ission 
o f L y le  R. Sproles, George H . A b b o tt 
and C. H . Zachary, as m em bers o f the  
firm .
H o rw a th  &  H o rw a th  announce the  
open ing o f an office in  the  M agno lia  
B u ild in g , D a llas, Texas, unde r the  d irec­
t io n  o f S. E. Johnson, C. P. A.
M a in  and Com pany, C e rtified  P u b lic  
A ccountan ts , 149 B roadw ay, New Y o rk  
C ity , announce the  open ing o f an 
office a t 201 D evonshire S tree t, Boston, 
M assachusetts.
M a ttiso n  and Davey announce th a t 
the y  have fo rm ed  a pa rtn e rsh ip  w ith  
Geo. F . W in te rs  fo r  the  genera l p ractice  
o f accountancy un de r the  f irm  nam e o f 
M a ttison , Davey and W in te rs , C e rtified  
P u b lic  A ccountan ts , S ix th  F lo o r P h i l­
tow e r, Tu lsa , O klahom a.
D ona ld  C. O’Regan announces the  
open ing o f la w  offices a t 114-D N a tio n a l 
Press B u ild in g , W ash ing ton , D. C., 
w here he w i l l  be engaged in  practice  
be fore the  lo ca l and F ede ra l C ourts, 
Com m issions and G overnm ent depa rt­
ments.
The F o re ig n  A ffa irs  C om m ittee o f 
the  House o f R epresentatives he ld  sev­
e ra l hearings d u r in g  the  m on th  o f Jan­
u a ry  w ith  re ference to  a re so lu tio n  
w h ich  is pend ing  ask ing  the  U n ited  
States to  sponsor an in te rn a tio n a l con­
ference on Calendar S im p lifica tio n . 
M any o f the  business in te re s t o f the  
co u n try  were heard  in  fa vo r o f the  
reso lu tion . M ost o f the oppos ition  
seems to come fro m  those who believe 
th a t any change in  the  ca lendar w o u ld  
be an in te rfe ren ce  w ith  re lig io u s  r ite s  
and observances. The A m erican  Society 
filed  an endorsem ent o f the  proposed 
conference, presented by  its  C om m ittee 
on C alendar S im p lifica tion .
F. W . L a fre n tz  &  Com pany, C e rtified  
P u b lic  A ccountan ts , B u llo c k , K e llo g g  &  
M itc h e ll, C e rtified  P u b lic  Accountan ts, 
W . J. P a le tho rpe  &  Company, C e rtified  
P u b lic  A ccountan ts , announce the  con­
so lid a tio n  o f th e ir  practices under the  
f irm  nam e o f F . W . L a fre n tz  &  Com­
pany, w ith  offices a t San Francisco, Los
ANNOUNCEM ENTS
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N O W  A V A IL A B L E  . . .  
C. P. A. Q U E S T IO N S  and AN SW ER S
C. P. A. Review
and
C. P. A. Review Answers
B oth  o f these va lu ab le  books w ere w ritten  b y  C l e m  W e t z e l l  C o l l in s ,
B. C . S., C . P. A ., and the fo llo w in g  co lla b o ra to rs: F r a n k  C . O n s t o t t ,
B. C. S., B. S .; A l e x a n d e r  J. L in d s a y , M. C . S., C . P. A . ; R a l p h  J. C u m ­
m in g s , L L . B., A t t y .  a t  L a w ;  T h e o d o r e  J. W i t t i n g s ,  B. C . S., C . P. A .
O n e of th e  W i l e y  A c c o u n t i n g  S e r i e s , H . T . S c o v i l l , C. P . A . ,  E d ito r
T H IS volum e o f th e  C. P . A . R eview  con­ta in s  all th e  question s asked  by th e  
A m erican  In stitu te  o f A ccou n tan ts in  th e ir  
exam in ation s fo r  m em bersh ip  from  June, 
1917, to  and in clu d in g  N ovem ber, 1925. T h is  
exam in ation  is  used b y  m ost o f th e  s ta te s  as  
a te s t  fo r  adm ission  as C ertified Public A c­
countants. I t  th erefore  rep resen ts the. h ig h est  
te s t  g iv en  in  A m erica  on th e  subject. The  
stu d y  and know ledge o f th e  questions con­
tained  in th is  book w ill enable th e  stu d en t to  
p ass th e  exam in ation  su ccessfu lly .
490 p ages. 6 b y  9. C loth, $5.00
C. P. A . R E V IE W  A N S W E R S  is  a  com panion  
volum e prepared in  answ er to  th e  dem and for  
a book con ta in in g  th e  an sw ers to  th e  ques­
tion s g iven  in  th e  C. P . A . R E V IE W , outlined  
above. T he book h as been ably prepared and  
contains f ifty  chapters p resen tin g  th e  solu­
tion  o f every  kind and va r ie ty  o f C. P . A. 
exam ination  question .
T h ese books afford a m eans o f  se lf-stu d y  by  
w hich  th e  prospective Certified Public A c­
countant m a y  m aster  th e  know ledge and gain  
th e  confidence n ecessary  to  deal efficiently  
w ith  every  aspect o f h is  p rofession .
955 p ages. 6 by 9. C loth, $8.50
 
W I L E Y  B O O K S
  F R E E  E X A M IN A T IO N  C O U P O N  
JO H N  W I L E Y  & SO N S, I n c ., 
44 0  F o u r t h  A v e .,  N e w  Y o r k  C ity .
G e n t le m e n :  K in d ly  s e n d  m e  o n  t e n  d a y s ’ f r e e  
e x a m in a t io n ,  C o ll in s ’ “C. P . A .” b o o k s . 
 —C. P . A . R e v ie w — $5.00.  
 — C. P . A . R e v ie w  A n s w e r s — $8.50.  
I a g r e e  to  r e m it  th e  p r ic e  o f  o n e  o r  b o th  b o o k s   
w it h in  t e n  d a y s  a f t e r  r e c e ip t  o r  r e tu r n  p o s tp a id .  
N a m e   
A d d r e s s  ................................................................................................   
P o s i t i o n  or R e fe r e n c e  .................................C .P .A . 2-29
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Angeles, O akland, C a lifo rn ia , and E l 
Paso, Texas. The executive offices are 
a t 100 B roadw ay, New Y o rk , the  San 
F rancisco office a t Suite 1018 Russ 
B u ild in g , and the  Los Angeles office a t 
Suite 627 H . W . H e llm a n  B u ild in g .
R. G. D a rrow , C. P. A ., is  now  located 
in  Nogales, A rizona , w here  he is res i­
den t m anager fo r  T a y lo r and Duncan, 
A ccoun tan ts  and A u d ito rs , o f Tucson, 
A rizona .
P a u l W . P e tte n g ill, C. P. A ., fo r ­
m e rly  o f K o h le r, P e tte n g ill &  Com­
pany, announces the  fo rm a tio n  o f the  
f irm  o f P au l P e tte n g ill &  Com pany, 
C e rtified  P u b lic  Accountan ts , w ith  an 
office a t 327 South L a  S alle  S tree t, C h i­
cago, and b ranch offices in  W aukegan, 
I ll in o is ,  and Racine, W isconsin .
A r th u r  P. E rb  announces the  open­
in g  o f  offices a t 1033 N a tio n a l Press 
B u ild in g , W ash ing ton , D. C., as ta x  
con su lta n t and W ash ing to n  representa­
t iv e  o f a tto rn e ys  and accoun tants before 
the  T reasu ry  D epartm ent.
James S tu a rt B a ll, C. P. A ., an­
nounces the  adm iss ion  o f F re d e ric k  
M anue l B lu m , C. P. A ., as a p a rtn e r 
un de r the  f irm  name o f B a ll, B lu m  & 
Com pany, W ash ing ton , D. C.
W ill ia m  H. B a ll, C. P. A., announces the 
rem oval o f h is  offices to  1038 D im e B ank 
B u ild in g , D e tro it, M ich igan.
A cker, Bacas & M cG irl, 342 Madison 
Avenue, New Y o rk  C ity , announce th a t 
H a ro ld  T. Gates, C. P. A., has become as­
sociated w ith  them  in  th e ir  pub lic  ac­
counting  practice.
M a r t in  Dowd, C. P. A ., announces the  
rem ova l o f h is  office to  220 Housem an 
B u ild in g , G rand Rapids, M ich igan .
A nd rew  H . Blass and Company, La w  
and F inance B u ild in g , P itts b u rg h , Pa., 
announce the adm iss ion o f R o be rt B. 
W o lfe , C. P. A ., to  m em bersh ip in  the  
f irm .
Horace B. T e rry , C. P. A ., announces 
the opening of h is office fo r  the general 
p ractice  o f accoun ting  a t 1130 T h ird  
N a tio n a l B u ild in g , D ayton, Ohio.
Announcem ent is made o f the dissolu­
t io n  of the co-partnership o f M ucklow  & 
Ford, Jacksonville , F lo rida , as of De­
cember 31, 1928. W a lte r M ucklow , C. P.
A., w i l l  open h is  office a t 812-813 B arn e tt 
N a tiona l Bank B u ild ing , Jacksonville , 
where he w i l l  continue to  practice ac­
countancy. In  add ition  to  h is  general 
practice he w i l l  devote special a tten tion
to rendering  consultive advice to  fe llow  
accountants, to  attorneys-at-law  and to  
the la ity .
F. W . La fre n tz  & Company, Certified 
P ub lic  Accountants, 100 Broadway, New 
Y o rk  C ity , announce the  adm iss ion  o f 
the  fo llo w in g  Chicago P artne rs , R e in ­
h a rd t G. Jahn, C. P. A ., W a rre n  H . K e l­
le r, C. P. A ., and R o llin  M. H ickey , C. 
P. A.
D an ie l Levy  &  Com pany announce the  
rem ova l o f th e ir  offices to  11 W est 42nd 
S treet, Room  1244, New Y o rk  C ity .
G olm an, B rookstone  &  Com pany, Cer­
tif ie d  P u b lic  A ccountan ts, S traus B u ild ­
ing , Chicago, I l l in o is ,  announce the 
m erger o f the  accoun ting  p ractice  o f A .
D. Forney & Company and the associa­
t io n  o f M r. A . D. F orney, as a m em ber 
o f the  firm .
H o w ard  F . F a rr in g to n , R o be rt J. H y ­
land , John E. G regory, Sam uel Copeland 
and C. M ilto n  C la rk , C e rtified  P u b lic  
A ccountan ts, announce the  fo rm a tio n  o f 
a p a rtn e rsh ip  fo r  the  genera l p ractice  o f 
accountancy unde r the  f irm  t i t le  o f F a r­
r in g to n , H y la n d  &  G regory, C e rtified  
P u b lic  A ccountan ts , w ith  offices in  the  
Cham ber o f Commerce B u ild in g , Syra­
cuse, N. Y ., W o o lw o rth  B u ild in g , W a te r­
tow n , N . Y ., B a r B u ild in g , W h ite  P la ins , 
N . Y ., Syndicate B u ild in g , New R ochelle , 
N. Y ., 126 L ib e r ty  S treet, New  Y o rk  C ity  
and W oodw ard  B u ild in g , W ash ing ton ,
D. C.
A r th u r  Andersen & Co., Certified Pub­
lic  Accountants, announce the rem oval o f 
th e ir  Los Angeles office to  215 W est S ix th  
Street, Los Angeles, C a lifo rn ia .
Temple, B rissm an & Co., Certified Pub­
lic  Accountants, announce the rem oval 
o f th e ir  S aint Paul, M innesota, offices to 
the  Accountants B u ild in g , 107 East 
T h ird  S treet.
F ra n k  L . W ilcox  and L. R. Carter, Cer­
tified  P ub lic Accountants, announce the 
opening o f offices a t 801 L itt le f ie ld  B u ild ­
ing, A us tin , Texas, fo r  the general prac­
tice of accounting. W ilcox  and Carter 
are affilia ted w ith  F ra n k  L . W ilco x  & 
Company, Certified P ub lic  Accountants, 
w ith  offices in  Waco and Corpus C h ris ti, 
Texas.
Announcem ent is  made of the  dis­
so lu tion  o f the pa rtnersh ip  of the firm  
of Macleod, M acfarlane & Company, of 
Los Angeles, C a lifo rn ia . A. S. M acfar­
lane, C. P. A., has opened offices under the 
f irm  name o f A. S. M acfarlane & Comp­
any, A rch itec ts  B u ild in g , Los Angeles, 
C a lifo rn ia .
FO R BE S  m agazine fo r  Jan u a ry  1, 
1 929, con ta ins an a rt ic le  by H e rrm a n n  
H e rsko w itz , C. P. A ., New  Y o rk  C ity , 
e n tit le d  “ R om ans-C reators o f Business 
M ethods.”
W . W . Colledge, C. P. A ., P itts b u rg h , 
Pa. was one o f the  M a jo rs  o f the  te r r i­
to r ia l g roup  in  the  cam paign o f the 
Cham ber o f Commerce fo r  increased 
m em bersh ip and p ro m o tio n  o f P it ts ­
b u rgh  ge ne ra lly . A nd rew  H . Blass, C. 
P. A ., was one o f M a jo r C o lledge’s 
lieu tenan ts .
George F . H erde, C. P. A ., has an 
a rt ic le  on “ The P ennsy lvan ia  Securi­
ties A c t”  in  the  Jan ua ry  2, 1929, issue 
o f The P it ts b u rg h  A ccountan t.
A n  in te rv ie w  w ith  E rn e s t C row the r,
C. P. A ., by R . A . W r ig h t  on “ Ac­
coun tancy in  A m e ric a ”  fo rm e d  an in ­
te re s tin g  p o r tio n  o f the Janua ry  issue 
o f The P it ts b u rg h  A ccountan t.
Charles F . R ittenhouse , C. P. A ., Bos­
ton , Massachusetts, was the  guest and 
speaker a t the  Decem ber m ee ting  o f the  
Execu tives C lub o f the  Boston Cham ber 
o f Commerce, h is  sub jec t be ing “ B udg­
e tin g  y o u r Business fo r  1929.”
Classified Advertisements
A d v e r t is in g  co p y  fo r  th is  p a g e  sh o u ld  be  
rec e iv e d  in  th e  office o f  T H E  C E R T IF IE D  
P U B L IC  A C C O U N T A N T  n o t la te r  th a n  th e  
2 5 th  d a y  o f  th e  m o n th  p r eced in g  th e  m o n th  
o f  p u b lic a tio n . R a te s  fo r  “H elp  W a n ted ” an d  
" S itu a tio n  W a n ted ,” $3.00 p er  in ch  o r  fr a c ­
t io n  th e r e o f  (7  l in e s  to  a n  in c h )  fo r  o n e  in ­
ser tio n . T h e  r a te  fo r  “M isce lla n e o u s” i s  $5.00  
per in ch  fo r  e a c h  in sertio n .
W E  F I N D  th a t  ou r  fi l e s  o f  D ir ec to r ie s  a re  
sh o r t fo r  th e  o n e  is su e d  F eb ru a r y , 1926. 
A n y  m em b ers w h o  a re  n o t k e e p in g  a  file  o f  
th e  D ir ec to r ie s  th a t  h a v e  one, are  req u ested  
to  sen d  i t  to  us.
C E R T IF IE D  P U B L IC  A C C O U N T A N T  (C o n ­
n e c t ic u t ) ,  a g e  36, w ith  sev en  y e a rs  pu b lic  
a c co u n tin g  an d  five  y e a r s  co rp ora tion  a c ­
c o u n tin g  ex p erien ce , d e s ire s  p o s itio n  w ith  
corp o ra tio n  a s  a s s is ta n t  trea su rer , com p ­
tro lle r  or au d itor . I n it ia l sa la ry , $4,800.00. 
A t  p r e s e n t  e m p lo y e d .— B o x  N o . K  214, 
T H E  C E R T I F I E D  P U B L IC  A C C O U N T ­
A N T .
A C C O U N T A N T S — L e a d in g  firm  o f  c e r t i ­
fie d  p u b l ic  a c c o u n t a n t s  d e s ir e s  t o  o b ­
t a in  s e v e r a l  in - c h a r g e ,  s e n io r  a s s i s t a n t ,  
a n d  ju n io r  a s s i s t a n t  a c c o u n ta n ts .  R e ­
p l i e s  m u s t  b e  c o n c is e  a n d  s t a t e  in  o r d e r —  
n a m e , a d d r e s s ,  t e le p h o n e ,  a g e ,  r e l ig io n , 
e d u c a t io n ,  e x p e r ie n c e ,  p r e s e n t  c o n n e c ­
t io n , s a la r y  e x p e c t a t io n ,  a n d  h o w  s o o n  
a v a ila b le .— A d d ress  K  215, T H E  C E R T I­
F I E D  P U B L IC  A C C O U N T A N T .
A N  A C C O U N T A N T , U n iv e r s ity  gra d u a te , d e­
s ir e s  p o s itio n  w ith  a n  e sta b lish e d  firm  o f  
acco u n ta n ts . T h e  a p p lica n t h a s  s tu d ied  
g e n e r a l a n d  c o s t  a c co u n tin g  an d  a u d it in g  
u n d er  v e ry  a b le  m en , an d  m a d e  a  s tu d y  o f  
a n a ly s is . E x ce lle n t  referen ces . — A d d ress  
B o x  N o. K  216, T H E  C E R T IF IE D  P U B ­
L IC  A C C O U N T A N T .
Announcing a New M anual for Accountants
By R o b e r t  H . M o n t g o m e r y  onFederal Tax Practice
L atest Practice Before the Treasury,
Board of Tax Appeals, and Federal Courts
A  new  m anual for  th o se  who handle u n settled  cases arising  
out o f  th e  fed era l incom e ta x  law s. It is b y  R obert H. M ont­
gom ery, au th or o f th e  fam ous Incom e T ax Procedure, but is an  
entire ly  separate and d istin ct publication.
A s an accountant, you m ay be called upon a t any  tim e to  take  
an active  part in d efen d in g  or p ressin g  cases o f  th is  kind. W h eth er  
th e  am ount involved is sm all or large, you cannot afford to be 
w ith ou t th is  new  guide.
M ontgom ery’s F ederal T ax P ractice provides th e  only com ­
plete, tru stw o rth y  consideration and d iscussion  you can find any­
w here o f th e  procedure to be follow ed before each o f th e  bodies 
before w hich, a t su ccessive  s ta g es, argu m en ts m ay be presented . 
W ith  forcefu l, con stru ctive com m ents from  th e  au th or’s w ide and  
in tim ate  experience w ith  th ese  m atters, it
Explains Thoroughly the R equirem ents 
You M ust Observe
T o n o  o th e r  p u b lic a t io n  c a n  y o u  tu rn  
fo r  g u id a n c e  in  th e  in f o r m a l  c o n ta c t  
a n d  n e g o t ia t io n s  w i t h  r e v e n u e  a g e n t s  
a n d  o th e r  g o v e r n m e n t  r e p r e s e n t a t iv e s .  
N o w h e r e  e l s e  w i l l  y o u  fin d  d e f in ite  
r e c o m m e n d a t io n s  r e g a r d in g  th e  s t e p s  
ta x p a y e r s  s h o u ld  t a k e  to  s a fe g u a r d  
t h e ir  in t e r e s t s  w h e n e v e r  a d d it io n a l  
a s s e s s m e n t s  h a v e  b e e n  p r o p o se d .
I f  y o u  c a r r y  o r  a r e  l ik e ly  to  c a r r y  
a n y  c a s e s  to  th e  B o a r d  o f  T a x  A p p e a ls ,
y o u  w i l l  u s e  t h is  b o o k  c o n s ta n t ly .  T h e  
s p e c ia l iz e d  p r o c e d u r e  w h ic h  th e  B o a r d  
h a s  a d o p te d  is , a s  y o u  k n o w , v e r y  t e c h ­
n ic a l.  T h o u s a n d s  o f  c a s e s  th a t  c o m e  
b e fo r e  th e  B o a r d  a r e  th r o w n  o u t  or  
lo s t  b e c a u s e  o f  u n s k i l f u l  h a n d l in g  or  
fo r  o th e r  r e a s o n s  t h a t  c o u ld  h a v e  b e e n  
r e a d i ly  a v o id e d . H e r e  in  t h i s  b o o k  
y o u  g e t  j u s t  th e  f u l l  a n d  n o n - te c h n ic a l  
d e s c r ip t io n  o f  t h e  r e q u ir e d  p r o c e d u r e  
w h ic h  y o u  m u s t  h a v e .
Clear—A uthoritative—R esourceful
M r. M o n tg o m e r y  g iv e s  y o u  c le a r  a n d  
c o n s t r u c t iv e  e x p la n a t io n s  o f  w h a t  m u s t  
b e  d o n e  in  p r e s e n t in g  c a s e s ,  t o g e t h e r  
w it h  h e lp f u l  s u g g e s t i o n s  r e g a r d in g  
w h a t  s h o u l d  b e  d o n e . H e  s u m m a r iz e s  
t h e  c o m m e n ts  o f  th e  B o a r d  o n  q u e s ­
t io n s  o f  e v id e n c e  to  b e  s u p p l ie d — a c ­
c o u n t in g  r ec o r d s , q u a lif ic a t io n s  o f  e x ­
p e r t  te s t im o n y ,  a d m is s ib i l i t y ,  a n d  s im ­
i la r  p o in t s — g r o u p in g  th e  m a t e r ia l  b y  
s u b je c t s  a n d  in c lu d in g  s p e c im e n s  o f  
fo r m s  a n d  p a p e r s  r eq u ir e d .
T h e  d is c u s s io n  c o v e r s  a ls o  a p p e a ls  
to  th e  F e d e r a l  C o u r ts  fr o m  T a x  B o a r d  
d e c is io n s  a n d  in  s u i t s  fo r  r e fu n d s , g i v ­
in g  n o t  o n ly  th e  l a t e s t  o ff ic ia l p r o c e ­
d u re  b u t  in t e r p r e t a t iv e  c o m m e n t s  u p o n  
i t .  I n d e x e s .  T a b le s  o f  C a ses .
 Robert H . M ontgom ery, C ounsellor-a t-Law , C ertified  P u b lic   
A ccountant, and m em ber o f the  f irm  o f Lyb rand , Ross Bros.
&  M ontgom ery, is  one o f the ve ry  fo rem ost au tho ritie s  on 
the technique o f hand ling  contested cases before the T reasury, 
the  Board o f T ax  Appeals, and the Courts. In  th is  volume 
you get, as you could in  no other w ay, the benefit o f his 
personal comments and counsel as based on h is extensive 
practice before a ll o f the bodies named.
S en t fo r  E xam ination —  
No A dvance P a ym en t
Y ou w i l l  use M on tgom ery ’s Fed­
e ra l T ax  P ractice the yea r round, 
whenever questions o f procedure in  
hand ling  unsettled cases arise. I f  
you w ish  to  exam ine a copy, s im p ly  
f i l l  in  and m a il the order fo rm  a t 
r ig h t  and the volum e w i l l  be sent 
to  you postpaid. Look i t  over a t 
you r le isure and w ith in  five days 
e ith e r re m it the price o r re tu rn  
the  book.
U se th is  O rd er  F o rm  N O W
Here is an  O u tlin e of  
th e  G round Covered
S t a t u t o r y  C o n s tr u c t io n  
I .  T r e a s u r y  
O r g a n iz a t io n  a n d  A d m in is tr a ­
t io n
D e te r m in a t io n  o f  D e f ic ie n c ie s  
A s s e s s m e n t  o f  D e f ic ie n c ie s  
P a y m e n t)  a n d  C o lle c t io n  o f  D e ­
f ic ie n c ie s  
C r e d its  a n d  R e fu n d s  
P e n a l t ie s
I I .  U n i t e d  S t a t e s  B o a r d  
o f  T a x  A p p e a l s
O r g a n iz a t io n
J u r is d ic t io n
P le a d in g  a n d  P r a c t ic e  B e f o r e  
H e a r in g  
E v id e n c e
P r a c t ic e  a t  H e a r in g  
P r a c t ic e  A fte r  H e a r in g
I I I .  F e d e r a l  C o u r t s
A p p e l la t e  R e v ie w  o f  B o a r d ’s  
D e c is io n s  
S u its  fo r  R e fu n d s  in  F e d e r a l  
C o u r ts
A p p e n d ic e s
P r o v is io n s  o f  D is t r ic t  o f  C o l­
u m b ia  C od e o n  E v id e n c e  
F o r m s
C o m p le te  t e x t s  o f  th e  R e v e n u e  
A c ts  o f  1926 a n d  1928
710 P ages— Price, $ 10.00
The Ronald Press Company,
15 East 26th S treet, New Y ork , N . Y .
Y ou m ay send me postpaid a copy o f Federal Tax Practice, by 
R obert H . M ontgom ery. W ith in  five days a fte r  i t  reaches me I  w i l l  
e ithe r re m it the price, $10.00, o r re tu rn  the book to  you.
N a m e  .................................
( P le a s e  P r in t )  
B u s in e s s  A d d r e ss  . . .
M .94
C ity  ........................................................................................  S ta te
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“M e n  are n o th in g , u n til  th e y  are ex c ite d . ”
— M o n t a i g n e .
PR ESID EN T’S COLUMN
T H E  S ecretary  h as recen tly  com piled a very  com ­p lete sta tem en t o f th e  aim s and accom plishm ents  
of The A m erican  S ociety  o f  Certified Public A ccount­
ants, and th is  w ill soon be m ade availab le to  m em bers, 
and oth ers, on request. The record, as show n in th a t  
docum ent, is  an im p ressive  one, and your S ociety  can  
w ell be proud o f its  ach ievem ent.
W e, how ever, should n o t be content to  bask in  th e  
su n ligh t o f th e  good th a t  w e h ave done, and le t  th e  
record o f our p a st ach ievem en t stand  as a  m onum ent 
to our work. I f  w e are sa tisfied  w ith  w h a t w e have  
already done, th en  our m onum ent w ill v ery  probably  
turn  in to  a tom bstone and stan d  in  sacred m em ory o f  
th e  good th a t  m ig h t h a v e  been  done. W e m u st be 
in terested  in k eep in g  th a t  m onum ent a real m onu­
m ent, and in  order to  do th is  it  w ill be n ecessary  for  
us to m arch on w ith  th e  p rogress o f th e  b u sin ess  
world. It w ill be n ecessa ry  th a t  our p ro fession  stan d  
in th e  fron t line and help in  th is  p rogressive  m ove­
m ent.
Our com m ittees are all appointed and organized. 
Our officers are ready to  do all w ith in  th e ir  pow er to  
a ss is t in th is  p rogressive  m ovem ent. T h ese  officers 
and th ese  com m itteem en  w ill fu n ction , but w ill need  
th e cooperation o f  th e  m em bership  as a  w hole. A n y  
com m unication addressed  to  th e  S ecretary  w ill reach  
th e  proper com m ittee. T he N atu ra l B u sin ess  Y ear, 
Calendar Sim plification, F ederal L eg isla tion , S ta te  
O rganization, T echnical A ffa irs, and all other com ­
m ittees  are ready to  fu n ction . I f  you  have an idea  
to  advance, i t  is  su g g ested  th a t you  g e t  in  touch  
w ith  th e  head  o f th e  proper com m ittee and g iv e  th em  
som eth in g  to  w ork on. A ll com m ittees are listed  in  
th e D irectory  and are an xiou s to  serve th e  cause o f  a  
b etter  p rofession .
W e should all be look ing  forw ard to  th e  In ter­
national C ongress on A ccou n tin g  n ex t fa ll, m aking  
our p lans to  n o t on ly  a tten d  our ow n annual conven­
tion , b u t rem ain  over fo r  th e  International.
A . C. U P L E G E R .
STATEM ENTS
F OR a long tim e, and until qu ite recently , pub­lished  financial sta tem en ts  w ere lim ited  to  th e  
balance sh eet w ith  litt le  or no indication  as to  th e  
earn ings o f th e  b usiness. T his w as gen era lly  suffi­
c ien t fo r  cred it purposes, fo r  w hile  cred it m en appre­
cia te  th e  desirab ility  o f k now ing w h eth er  a corpora­
tion  seek in g  cred it is  m ak in g  or lo sin g  m oney, and  
how  m uch, n everth e less th e  m easure o f th e  cred it 
line is  th e  n et w orth  and how  it  is  m ade up. F or  
m easu rin g  th e  value o f  a corporation’s secu rities, 
how ever, th e  annual n e t incom e is  m ore im portant 
th an  th e  n et a sse ts , because in th e  average b u sin ess  
th e  value o f th e  a sse ts  depends on th e ir  a b ility  to  
produce incom e, and i f  th e  b u sin ess lo ses it s  incom e- 
producing a b ility  th e  a sse ts  (excep t perhaps cash  
and accounts receivab le) lose  m uch o f  th e ir  value. 
J u st as cred it m en  and cred it-ratin g  bureaus s tr e ss  
th e  n e t w orth  o f  a  concern, so  brokers and secu rity -  
ra tin g  bureaus s tr e ss  th e  earn in gs available fo r  in ­
te r e st  or dividend requirem ents.
In sp ite  o f th e  dependence o f in vestors on a  
know ledge o f  corporate earn in gs th ere  are still m any  
com panies th a t do n ot d isclose th is  in form ation , and  
an even  g rea ter  num ber o f corporations th a t d isclose  
th is  in form ation  in  but fra g m en ta ry  form . T h is  
practice h as been  severely  cr itic ised  and an in feren ce  
draw n th a t th e  public accountant is  p artly  a t fa u lt  
fo r  c er tify in g  to  incom plete sta tem en ts. B u t it  m u st  
be ev id en t th a t it  is  th e  d irectors w ho h ave th e  au­
th o r ity  and resp on sib ility  as to  w h a t in form ation  
shall be m ade public, and th e  accou n tan t’s d u ty  
is m erely  to  see  th a t w h a t is  m ade public  
is  tru e  and does n o t m islead  th e  reader. U n stan d ­
ardized term in ology  is  a source o f error and 
one o f  th e  m ost im portant th in g s  a  p rofession a l 
soc ie ty  can do is  to  build  up a  standardized term in ­
o logy. I h ave com e to  th e  conclusion th a t  m ost o f  
th e  an a lyses o f  secu rities  issu ed  b y  financial publica­
tions are n o t prepared b y  accountants. I h ave seen  
th e  secu r ities o f  tw o  com panies com pared on th e  
basis o f  th e  n e t incom e w hen  in  one case  provision  
w as m ade fo r  depreciation  and in  th e  o th er case  no  
provision  w as m ade. In  an oth er  case  a  com parison  
o f n e t incom e o f  a  com pany w as m ade fo r  tw o  y ea rs  
w hen in  one y ea r  th ere  w a s  a deduction o f  a  s in k in g
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fu n d  reserve  and in  th e  o th er year  th ere  w as no such  
deduction . B u t o ften  w e accountants are to  blam e 
fo r  th e se  erroneous a n a lyses. O f w h a t value is th e  
com parative in form ation  m ade up fo r  an in vestor  
from  our reports if , fo r  exam ple, th ere  is  a  deduction  
of  an extraord inary  lo ss  b y  casu a lty  or b y  scrapping  
of  a p lant, w h ich  in form ation  is  n ot sep arately  g iven ?
I f  our serv ices are to  be o f  in creasin g  value w e  
m u st ind ividually  and co llective ly  s tr iv e  to  h ave our 
certified s ta tem en ts  o f  in creasin g  value. D ue to  th e  
care w ith  w hich  balance sh e e ts  are gen erally  pre­
pared b y  us, cred it m en look on certified balance 
sh e e ts  fo r  cred it purposes as o f g rea ter  value th an  on
balance sh ee ts  n o t so cer tified. A s  a  resu lt th e  n eces­
s ity  fo r  u s in g  public accountants fo r  th is  purpose has  
g rea tly  increased. S im ilarly , i f  in v esto rs  learn to  
place a  h ig h er  value on published  rep orts certified by  
accou n tan ts th an  on th o se  n o t certified, th ere  would  
be a grea ter  dem and fo r  accou n tan ts’ serv ices fo r  th is  
purpose, too. W hile th e  so-called balance sh eet audit 
is  sa tis fa c to ry  fo r  cred it purposes it  is  n ot so  sa t is ­
fa c to ry  fo r  in v esto rs’ purposes. In th e ir  case w e  
need b o th  a  b a lan ce-sh eet aud it and an incom e audit, 
and particu larly  an incom e sta tem en t sufficiently de­
ta ile d  so th a t  correct conclusions m ay  be drawn  
from  it. A L E X A N D E R  S. B A N K S.
An Open Letter and Comments
T H E  fo llo w in g  le t te r  issu ed  by  th e  P u b lic  A c c o u n ta n ts  A sso c ia tio n  o f A m erica , w ith  office a t  1909 
I l l in o is  M e rc h a n ts  B a n k  B u ild in g , C hi­
cago , I l lin o is , an d  officered b y  F re d  E l­
l io t t ,  P re s id e n t;  B. P . S h e a re r , V ice 
P re s id e n t;  H . E . B ell, S e c re ta ry , a n d  Geo.
E. West, T reasurer, has been generally 
m ailed, we suppose, to  pub lic  account­
ants th roughou t the U n ited  States and 
a copy was sent us by the Association 
itse lf. We p r in t  the same, w ith  some 
comments fo llow ing , no t because of the 
reference in  next to  the la s t paragraph 
to  the  Secretary, bu t because we believe 
th a t our readers should be kept fu l ly  
posted as to  the various reactions con­
cern ing  accounting leg is la tion .
February  23rd, 1929.
“ Dear S ir: T h is  is the open season 
fo r  law-m akers and among the m any 
b ills  w hich  Legis la tures w i l l  have to 
pass upon, w i l l  be found b ills  fo r the 
regu la tion  o f pub lic  accountants. Most 
o f these b ills , we believe, w i l l  be pa t­
terned a fte r the type o f la w  f irs t enacted 
in  M ary land bu t be tte r know n as the 
M ich igan  type, w h ich  d iscrim inates 
aga inst non-certified pub lic  accountants 
b y  g ra n tin g  them  a second-class license, 
whereas i t  gives to  C. P. A ’s a first-class 
one.
“ One of such b ills  has ju s t come to  our 
hands. I t  was in troduced in  the Legis­
la tu re  of W ashington on the 24th o f 
January. We are pleased to  note th a t i t  
provides th a t the State Board o f Ac­
countancy sha ll ‘prepare the necessary 
lis ts  o f exam ination  questions’ and ‘con­
d uc t exam inations.’ We regret, however, 
th a t among other unreasonable p ro v i­
sions, i t  au thorizes the said board ‘to 
adopt as a standard of eth ics fo r  the Cer­
tif ie d  P ub lic  Accountants,’ ‘The code o f 
e th ics o r ru les o f professional conduct 
adopted o r approved o r herea fter adopted 
o r  approved by the A m erican In s titu te  
o f  Accountants or the Am erican Society
D. W . SPR IN G ER , C. P . A .
o f Certified P ub lic  Accountants.’ Such a 
prov is ion  seems as un fo rtuna te  as i t  is 
unconstitu tiona l.
“ Should the Leg is la ture  o f W ashing­
ton  look in to  the ‘Rules o f Professional 
Conduct’ adopted by the Am erican In s t i­
tu te  o f Accountants, i t  w i l l  find th a t 
among other res tric tio ns  its  members 
are to  take no p a rt in  any efforts  to  se­
cure state or federal leg is la tion  affecting 
accountancy, w ith o u t g iv in g  im m ediate 
notice to  the Secretary o f the In s titu te . 
I f  the State Board appointed is  composed 
of In s titu te  members, the In s titu te  code 
of ethics w i l l  be lik e ly  to  be chosen. I f  
i t  consists of members o f the Am erican 
Society, the other code w i l l  possib ly be­
come operative. The b i l l  provides fo r 
the reg is tra tio n  o f non-certified public 
accountants, but p ro h ib its  them  from  us­
in g  the words ‘registered pub lic  account­
ants,’ a lthough they are registered. 
Sure ly the Leg is la ture  o f W ashington, i f  
i t  learns the  facts, w i l l  no t enact such 
leg is la tion. We question, indeed, whether 
or no t a ll C. P. A ’s w ould approve o f it .
“ C. P. A . Certificates are no t licenses 
to  practice pub lic  accounting. W ere they 
so, others would no t be pe rm itted  to 
practice. They are no more than licenses 
to  use three words and three le tte rs. The 
r ig h ts  o f non-certified men to  practice 
pub lic  accounting are no t in  the least in ­
fe r io r  to  those o f the certified. Surely, 
there is  no th ing  about a C. P. A. C e rti­
ficate th a t renders a non-certified p ra c ti­
t io n e r in fe r io r. As the  r ig h ts  o f both 
are iden tica l, the non-certified men 
should no t accept licenses th a t are in  any 
w ay in fe r io r  to  o r d iffe ren t from  those 
given the certified.
“ The M ich igan type o f la w  grants a 
license to  practice pu b lic  accounting by 
w a iver o f exam ination to  both certified 
and non-certified. The w a ive r clause, 
w h ich  changes the status o f the  C. P. A.
Certificate, is  d ifficu lt to locate, bu t i t  is 
there nevertheless. New certificates may 
no t be issued to  the certified, bu t they 
are issued in  effect ju s t the same because 
the o r ig in a l ones are changed from  a l i ­
cense to  use three words and three le t­
ters in to  a first-class license to  practice 
pub lic  accounting. W e do no t endorse 
the I ll in o is  R eg is tra tion  Law  in  its  en­
t ire ty , bu t we do endorse the provis ion  
the re in  th a t a l l pub lic  accountants shall 
have the  same k in d  o f license because 
they pe rfo rm  the same duties. I t  is  un­
fo rtun a te  th a t a cond ition  exists w h ich, 
in  order to  be fa ir  to  a ll,  requires tw o 
State Boards; bu t there seems no a lte r­
native. The C. P. A ’s cannot be expected 
to  consent to  the  g ra n tin g  o f C. P. A. 
Certificates by w a ive r to  every non-cer­
tif ied  p ra c titio n e r. N e ithe r can the non- 
certified be expected to accept a second- 
grade license to  pe rfo rm  the same duties 
as the C. P. A ’s. In  dec la ring  the fo rm er 
I ll in o is  R eg is tra tion  Law  unconstitu ­
tion a l, the  Supreme C ourt o f I ll in o is  
ru led th a t *A sta tu te  cannot be sustained 
w h ich  applies to  some persons o r cases 
and does no t apply to  a l l persons and 
cases no t essentia lly  d iffe ren t in  k in d .’
“ Inasm uch as the  M ich igan type of law  
d iscrim inates against non-certified pub­
lic  accountants, they  should organize to 
resist such leg is la tion . We are fa r  from  
convinced, however, th a t the certified 
men mean to  be u n fa ir , and we believe 
th a t in  m any cases they w i l l  be found 
w ill in g  to  cooperate w ith  the non-certi- 
fled in  an e ffo rt to  ob ta in  leg is la tion  th a t 
is fa ir  to  a l l concerned. Much o f  the 
d ifficu lty , we feel, is  due to  a m isunder­
s tanding on the p a rt o f certified men as 
to  the nature  o f th e ir  certificates and 
th e ir  fa ilu re  to  realize th a t they confer 
upon them  no m ore r ig h t  to  practice 
pub lic  accounting than  have the non- 
certified.
“ We regard M r. D. W. Springer, Secre­
ta ry  o f the A m erican Society o f Certified 
P ub lic  Accountants, as the  lead ing advo­
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cate o f the M ich igan type o f law, and 
although we are opposed to  certa in  pro­
vis ions o f th a t law , we m ust agree w ith  
M r. Springer th a t regu la to ry  leg is la tion  
has been delayed too long. We are sure 
th a t M r. S pringer has the best in te rests 
o f the profession a t heart and th a t i f  the 
non-certified pub lic  accountants would 
take the in te rest in  the m a tte r th a t they 
should, M r. Springer’s e fforts w ould not 
be w ith o u t good resu lt.
“ I f  we can be o f any assistance to  you, 
k in d ly  advise us.
“ Very t r u ly  yours,
“ P U B LIC  ACCOUNTANTS ASSO­
C IA T IO N  OF AM E R IC A .
“ BY H. E. B E L L , Secretary,
“ P. S.— We enclose an app lica tion  b lank 
fo r  membership in  th is  association, fo r 
you r use, i f  you desire to  become asso­
ciated w ith  us.”
We m ust disagree w ith  the use of the 
word “ d iscrim ina tes”  in  the f irs t  para­
graph. I t  cannot p rope rly  be said tha t 
a two-class b il l d iscrim inates against the  
non-certified pub lic  accountant. In  fact 
the effect o f th a t type o f leg is la tion  is to 
favo r h im  ra th e r than  to  favo r the cer­
tif ied  man. The certified man had a l­
ready been given recogn ition  by the 
State, not in  the fo rm  o f a license, bu t 
in  the fo rm  of a t it le .  The non-certified 
man had assumed a t i t le  w h ich  had no 
legal status. Two-class leg is la tion , so- 
called, gives the non-certified man a legal 
r ig h t  to  a t i t le  assumed by h im , bu t does 
no t in  any w ay change the t i t le  already 
earned by the certified man. Being the 
second t it le  le ga lly  recognized by the 
State, i t  n a tu ra lly  is designated as sec­
ond, bu t in  so do ing there is no d is c r im i­
na tion  against i t ,  ne ithe r has prestige 
been added, so fa r  as the t i t le  is  con­
cerned, to the r ig h t  a lready possessed by 
the certified  in d iv id u a l.
In  the  fo u rth  paragraph there is a 
p lay made around the word “ in fe r io r ”  
w h ich  is ho t ju s tified  by the facts. The 
statem ent “ the r ig h ts  o f non-certified 
men to  practice pub lic  accounting are 
no t in  the least in fe r io r  to  those o f the 
certified,”  is correct. The inference o f 
the  paragraph, however, is th a t in  two- 
class leg is la tion  licenses are issued to  
the non-certified m en w h ich  are in fe r io r  
to  those issued to  the certified men and 
th is  inference is not correct. The l i ­
cense is issued to  the in d iv id u a l to  prac­
tice in  accordance w ith  the t it le ,  w h ich  
he had p rev iously  in d iv id u a lly  chosen. 
I f  he had, p r io r  to the passage o f the 
law , determ ined to  secure the t it le
C. P. A., and by successfully passing the 
exam ination  (as in  the case o f a t least 90 
per cent o f the men now p ra c tic in g ) had 
succeeded in  securing th a t t it le ,  then 
le ga lly  recognized by the State, he reg is­
te rs  and secures a license to  practice as 
a Certified P ub lic  Accountant. I f  p r io r
to  the passage o f the law  he had not so 
chosen bu t had assumed the t it le ,  Pub­
lic  Accountant, w h ich t i t le  by the law  
has now been legalized, he reg isters and 
secures a license to  practice as such. In  
o ther words, the license to  practice is  a 
recogn ition  based on a p r io r  decision of 
th e  in d iv id u a l to  whom  the license is  is ­
sued and the question of in fe r io r ity  is 
in  no wise involved. The rig h ts  are 
id en tica l except as to the use of a t it le  
and the t it le  was one of in d iv id u a l choice. 
A ny  a ttem pt to  c lass ify  r ig h ts  d iffe re n tly  
between the tw o  groups, except a t th is  
one po in t, would no t be upheld by any 
court.
The statem ent in  the f if th  paragraph 
th a t in  the M ich igan type of law — “ The 
w a iver clause, w h ich  changes the status 
o f the C. P. A. Certificate, is  d ifficu lt to  
locate, bu t i t  is  there nevertheless”  is  
incorrect. There has been absolute ly no 
change in  the status of the  C. P. A. cer­
tifica te  in  M ich igan. Under the law  a 
pub lic  accountant certifica te  was granted 
to  the non-certified m an who qualified 
by hav ing  p u b lic ly  practiced as such. 
A  reg is tra tio n  p rov is ion  was w r itte n  in to  
the law  w h ich  pe rm itted  the ho lder o f 
e ithe r type o f certifica te to  reg is ter w ith  
the Board and w h ich  proh ib ited  anyone, 
even though he m ig h t be the ho lder o f 
a C. P. A. certifica te or o f a Pub lic  A c­
countant certifica te , from  prac tic ing  pub­
lic ly  unless he d id  so reg ister.
As already stated, the pu b lic  account­
an t was given a legal r ig h t  to  the use of 
t i t le  w h ich  he had not possessed up to 
th a t tim e, except by assum ption, bu t 
w h ich  then became pos itive , and the 
holders of e ithe r certifica te were granted 
reg is tra tio n  licenses based on the t it le s  
w h ich  they then possessed, the  licenses 
g ra n tin g  to  each group id e n tica lly  the 
same r ig h ts  possessed by the other group 
except as to  the use o f t it le .  There was 
no d isc rim in a tio n . There was no ju g ­
g lin g  or m isstatem ent o f facts. There 
was a recogn ition  o f conditions as they 
then existed and in  the in te res t o f the 
public, as represented by the investor, a ll 
persons le ga lly  en titled  to  practice under 
e ith e r o f the  tw o  t it le s  w h ich  had been 
designated by the State where subjected 
to  the  con tro l of the State Board of Ac­
countancy.
The resu lt, therefore, o f th is  type of 
leg is la tion  to  the  three groups concerned 
is : The pub lic  is afforded a pro tection  
w h ich  i t  d id  not have under the o rig in a l 
type o f C. P. A . leg is la tion , the  pub lic  
accountant is  advanced from  a position 
where he was p ra c tic in g  under an as­
sumed t i t le  to  a s itu a tio n  where he is  
p ra c tic in g  under a de fin ite  legalized t it le ,  
bu t under contro l, and the  certified man 
continues to  practice under id e n tica lly  
the same conditions as he had hereto­
fore  practiced.
W hat has been said above is  also true
w ith  regard to  the f irs t  statem ent in  the 
s ix th  paragraph “ Inasm uch as the M ich­
igan type o f law  d iscrim inates against 
non-certified pu b lic  accountants, they 
should organize to  res is t such leg is la­
tio n .”  I f  the f irs t  p a rt o f the sentence 
were true , the suggestion o f the  last p a rt 
o f the  sentence should be carried out. 
The non-certified men, i f  they w i l l  s tudy 
the actua l resu lts  o f a prope rly  draw n 
two-class b il l,  cannot help bu t reach the 
conclusion th a t i t  is  in  the in te rest o f the 
pub lic  and th a t so fa r  as benefits w h ich  
m ay be derived by e ith e r the  certified 
group o r the  non-certified group, they 
rest e n tire ly  in  favo r o f the non-certified 
group because th a t is  the group th a t f irs t 
feels the effect o f u n fa ir , unscrupulous 
and incom petent com petition. T ha t is 
n a tu ra lly  due to  the  fac t th a t the non- 
certified group has no t developed the 
professional esp rit de corps, w h ich  
comes th rough  organ ization, to  the same 
extent as have the certified men. Or­
ganized groups are fa r  less lik e ly  to 
w reak havoc and assume unprofessional 
a ttitudes than  are free lances w h ich  en­
te r the fie ld in  ju s t the same way as do 
snipers in  o rd in a ry  w arfa re.
W e are  n o t com m enting  on de ta ils  
in  le g is la tio n  to  w h ich  re ference is 
made. W e have a lw ays contended th a t 
th e y  m us t be de te rm ined  by  the  various  
states. The fu n c tio n  o f a n a tio n a l o r­
ga n iza tion  is to  assist, by its  counsel, 
in  endeavoring  to  secure a genera l ad­
herence to  p r inc ip le s  concern ing  those 
phases o f le g is la tio n  w h ich  cross State 
boundaries and w h ich  w i l l  m ake fo r  a 
hom ogeneous p ro fess iona l p rog ram  
w hen le g is la tio n  sh a ll be com pleted in  
the  U n ite d  States as a whole.
We h e a rt ily  commend the suggestion 
o f cooperation w h ich  is  found in  the 
seventh paragraph, re a d ily  g ra n tin g  th a t 
in  some instances certified men have not 
s tud ied  the  s itu a tio n  and w o rked  the 
prob lem  c lear th ro u g h  and kn o w ­
in g  th a t in  m any cases the non-certified 
men have expended m ore e ffo r t in  com ­
b a tin g  p ro fess iona l le g is la tio n  than  
the y  have in  p ra c tic in g  cooperation , 
w h ich  m ust always be present in  a l l 
pro fess iona l re la tio nsh ips . B y  and la rge , 
the  ce rtifie d  men are n o t in c lin e d  to  
be u n fa ir  and, as a whole , the y  m ust be 
g iven  c re d it fo r  th e  advance w h ich  has 
been made in  p ro fess iona l accoun ting  
standards since the  f irs t  la w  was passed 
in  1896.
W e believe th a t the  a tt itu d e  o f some 
p ra c titio n e rs , bo th  ce rtif ie d  and non- 
ce rtif ie d , in  some states, in  p lac in g  pe r­
sonal desires above p u b lic  po licy  is a 
ve ry  sho rts igh te d  one. The s p ir i t  o f 
the  com m un ica tion  is com m endable and 
shou ld  go a lo n g  w ay in  b r in g in g  abou t 
the  p rope r so lu tio n  o f a te m p o ra r ily  
vex ing  prob lem .
I t  m us t a lw ays be borne in  m in d  th a t
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no la w  was ever ye t enacted w ith  w h ich  
fa u lt  cou ld no t be found . No la w  was 
ever ye t passed w h ich  de a lt abso lu te ly  
ju s t ly  w ith  every in d iv id u a l w ho m ig h t 
be affected by  it .  Law s to  be o f any 
va lue  m ust a lw ays recogn ize cond itions  
as the y  now  ex is t and endeavor to  reach 
the  u lt im a te  desired goal as q u ic k ly  and 
as easily  as possible, us ing  a ll ava ilab le  
agencies to  a tta in  the  desired end, keep­
in g  in  m in d  the  effect on a l l  groups in ­
vo lved . The in d iv id u a l m ust neces­
s a r ily  be re lega ted  to  a secondary posi­
t io n  in  the  cons idera tion  o f le g is la tio n . 
T hey are so num erous th a t a l l possible 
angles o f con tact canno t be foreseen.
I t  is  ev iden t th a t  unde r presen t bus i­
ness cond itions com pu lsory  re g is tra tio n  
o f a l l pu b lic  accountants is n o t o n ly  de­
s ira b le  b u t necessary to  co rre c t ev ils  
w h ic h  have arisen.
In  every State the  t i t le  “ C. P. A .”  has 
been o ffic ia lly  recognized and the sev­
e ra l State s tandards have been com plied 
w ith  by the  p ra c titio n e rs  in  recent years 
in  inc reas ing  num bers.
O rgan iza tions o f c e rtifie d  p u b lic  ac­
countan ts have been effected in  a l l states 
w ith  any considerable num ber o f such 
p ractitioners .
The A m erican  Society o f C e rtified  
P u b lic  A ccountan ts  has endeavored to 
assist S tate o rgan iza tions  in  w o rk in g  
o u t m ore e ffic ien t p lans fo r  develop ing 
the  pro fession
T h is  has been done by persons, a l l 
o f w hom  a t one tim e  designated them ­
selves as pu b lic  accountants b u t who 
recognized th a t independent, in d iv id u a l 
e ffo r t was n o t the  best w ay to  secure 
resu lts .
O rgan iza tions o f p u b lic  accountants 
have no t been effected to any consider­
able ex ten t because the  va riou s  C. P. A . 
law s and State associations a ffo rded  the  
p ra c tit io n e r who was in c lin e d  to  cooper­
a te  in  g roup  a c tiv itie s  w ith  an oppor­
tu n ity  to  do so.
In  seven o f the  e ig h t states a lready  
possessing re g u la to ry  laws, the  m ove­
m en t was sponsored b y  the  ce rtifie d  
g roup  and in  I ll in o is ,  th e  s ing le  excep­
t io n , the  la w  was sponsored by the  
no n -ce rtified  group , and no t opposed by 
the  ce rtif ie d  group , a fte r  the  tw o  groups 
had been unab le to  reach an agreem ent.
The t it le ,  C E R T IF IE D  P U B L IC  AC­
C O U N TA N T is le g a lly  recognized in  
eve ry  State and governm enta l u n it. The 
t i t le  P U B L IC  A C C O U N TAN T is le g a lly  
recognized in  e ig h t states.
I t  w o u ld  appear to  the  w r ite r  th a t a ll 
m em bers o f bo th  groups w ho are p ro ­
fe ss io na lly  in c lin ed , one o f the  fu n d a ­
m e n ta l requ is ites  o f w h ich  is a sense 
o f re s p o n s ib ility  to  the  pu b lic , shou ld  
be able to  get tog e the r in  every State 
and sponsor le g is la tio n  w h ich  w i l l  rec­
ognize bo th  t it le s  as then  ex is ten t, w i l l
prescribe id e n tic a l r ig h ts  fo r  bo th 
groups, except as to  t it le ,  and w i l l  insure 
the rece ip t by  the  p u b lic  o f a b e tte r 
average service fro m  a l l p ra c titio n e rs  
tha n  i t  now  has.
The views o f the  non-p ro fess iona lly  
m inded p u b lic  accoun tant shou ld  no t 
be considered in  th is  type o f le g is la tio n .
INTERNATIO NAL CONGRESS 
ON ACCOUNTING
N ew  Y ork, Septem ber 9 -14 , 1929
E v e ry  accoun tant, p u b lic  o r p riva te , 
ce rtif ie d  o r no n -ce rtified , shou ld  w o rk  
h is  schedule so as to  spend the  week 
o f Septem ber 9 in  New  Y o rk  C ity  in  
a ttendance upon the  In te rn a t io n a l Con­
gress on A ccoun ting . W e extend a 
co rd ia l in v ita t io n  to  a l l to  a ttend  the 
m eetings o f The A m erican  Society w h ich  
w i l l  be he ld on Septem ber 5, 6, and 7.
The papers to  be presented a t the  In ­
te rn a tio n a l Congress are to  be in  the  
hands o f the  C om m ittee  by M ay 1, so 
th a t the re  shou ld  be am ple tim e  fo r  
tra n s la tio n  and p r in t in g  in  th e  several 
languages. These papers w i l l  be d is­
t r ib u te d  in  pam ph le t fo rm  on the  open­
in g  day so th a t  persons in  attendance 
m ay read the  same in  advance o f the  
d iscussion, thu s  p e rm it t in g  the  e n tire  
tim e  o f the  Congress to  be u til iz e d  in  
d iscussion. The w r ite r  o f each paper 
w i l l  be g iven  a de fin ite  pe rio d  o f tim e  
in  w h ich  to  re p ly  to  any in q u ir ie s  and 
respond to  critic ism s.
A lre a d y  several acceptances have 
been received fro m  accountants on the  
o th e r side o f the  w a te r w ho have been 
in v ite d  to  present papers.
H o lla n d  expects to  be represented by 
fifte e n  o f its  accountants and M r. V an 
D ien, who was P res iden t o f the  A m ste r­
dam  Congress, ind ica tes th a t the re  w i l l  
be a la rge de lega tion  fro m  Germ any.
A lre a d y  m any o f the  schools o f bu s i­
ness a d m in is tra tio n  have appo in ted 
th e ir  o ffic ia l delegates. T he  Society o f 
Inco rp o ra te d  A ccountan ts  and A u d ito rs  
has appointed its  officia l representa­
tives.
A lre a d y  considerab le in te re s t has 
been shown in  the  P rize  Essay Compe­
t it io n  to  w h ich  re ference was made in  
o u r Jan ua ry  issue. The f irs t  contest­
a n t a c tu a lly  re p o rtin g  was G. W . P h il-  
p o tt o f San F rancisco, C a lifo rn ia , whose 
paper was received by  th e  Secretary 
F e b ru a ry  15.
The p re lim in a ry  announcem ent o f the 
Congress prepared by its  E xecu tive  
C om m ittee gives as the  ob jects “ The 
In te rn a tio n a l Congress on A ccou n tin g  
w i l l  a ffo rd  o p p o rtu n ity  fo r  those ac­
tu a lly  engaged in , o r  superv is ing , ac­
c o u n tin g  and a u d itin g  w o rk , in  a l l pa rts  
o f the  w o rld , to  reco rd  progress made
in  recent years, to  s tud y  trends and 
ob jectives, to  com pare m ethods and 
p rinc ip les , to  exchange op in ions, to u n i­
f y  and coo rd ina te  accountancy in te rests, 
to  discuss c u rre n t problem s, and to  de­
te rm in e  how  accountants m ay best 
serve the  in d u s tr ia l,  com m ercia l, ba nk ­
in g  and in ves tm en t in te res ts  o f the  
w o rld , as w e ll as the  governm ents o f 
n a tions  and o f lesser p o lit ic a l subd i­
v is ions. As business tends m ore and 
m ore to  d is rega rd  n a tio n a l boundaries, 
the  need m akes its e lf  fe l t  o f adop ting  
u n ifo rm  accoun ting  procedures in  a l l 
countries . The com ing in te rn a tio n a l 
congress on accoun ting  w i l l ,  i t  is  hoped, 
present the  m ost com prehensive p ic tu re  
ever exh ib ited  o f th e  g rea t accom plish­
m ents o f accountancy, o f its  present 
sta tus, and o f w h a t is to  be expected 
o f th is  pro fession in  the  way o f accom­
p lishm ents  in  th e  fu tu re .”
A lre a d y  m any o f the  State societies 
o f c e rtif ie d  pu b lic  accountants have ap­
po in ted  com m ittees on coopera tion  and 
in  a d d itio n  to  such com m ittees State 
com m ittees on p u b lic ity  and attendance 
are be ing organ ized composed o f rep re ­
sentatives o f in d u s try  and b a n k in g  as 
w e ll as o f p ro fess iona l accountants.
COST ACCOUNTANTS
The P h ila d e lp h ia  Chapter o f the Na­
t io n a l A ssocia tion  o f Cost Accountants 
is p u tt in g  on an extensive as w e ll as 
in tens ive  p ro g ra m  th is  year.
A t  the  Jan ua ry  m ee ting  George F. 
H erde, C. P. A ., o f P itts b u rg h , discussed 
the  top ic  “ P re p a rin g  Y o u r 1928 Incom e 
T ax R e tu rn s ,”  b r in g in g  ou t by il lu s t ra ­
t io n  the  im p o rta n t changes w h ich  had 
been m ade fro m  the Revenue A c t o f
1926 and then  answ ering  questions 
w h ich  were p u t to h im  by those present.
A t  the  F e b ru a ry  m ee ting  the sub ject 
o f “ Conso lidated S tatem ents”  was dis­
cussed by George A . M acF arland , As­
sociate P ro fessor o f A ccou n tin g  a t the 
U n iv e rs ity  o f P ennsylvan ia , and V . L . 
E l l io t t ,  C o m p tro lle r o f the  A t la n t ic  Re­
f in in g  Company. M r. M acF arland  la id  
specia l stress on the  “ Inve s tm e n t T ru s t 
M ovem ent”  and announced i t  as h is  
b e lie f th a t the  com plex fina nc ia l s itu a ­
tion s  g ro w in g  o u t o f the  same were a 
d ire c t cha llenge to  accountants to pre­
sent s ta tem ents w h ich  w o u ld  be under­
s tandab le by d irec to rs , s tockho lders  and 
p u b lic  accountants a lik e . M r. E l l io t t  
gave cons idera tion  to  the effect o f con­
so lida tions  on A m erican  p ro spe rity , l is t ­
in g  as the  p r in c ip a l causes the re o f the  
developm ent o f conso lida tions, the  ad­
v e n t o f the  au tom ob ile , the  in tro d u c tio n  
o f labo r-sav ing  m ach inery , the  use o f 
e le c tr ic a l pow er in  in d u s try , d iscon tin ­
u in g  anc ien t m ethods o f t h r i f t  and the 
expansion o f c re d it, spec ia lly  as devel­
oped th ro u g h  in s ta llm e n t bu y in g  plans.
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Accounting Legislation
A S u s u a l  in  th e  o d d  y e a r  se ss io n s  o f th e  le g is la tu r e s ,  th e r e  is  m u c h  p ro p o se d  le g is la t io n  t h a t  is  o f 
i n te r e s t  to  c e r t if ie d  p u b lic  a c c o u n ta n ts .  
I n  a  n u m b e r  o f s t a te s  th e r e  a r e  d e f in ite  
p ro p o s a ls  to  e i t h e r  a m e n d  th e  p r e s e n t
C. P. A . laws o r pass new le g is la tio n  
lo o k in g , in  m ost cases, to  the re g u la to ry  
fo rm  o f con tro l.
In  New Y o rk  the  New Y o rk  S tate So­
c ie ty  b i l l  has received the  m ost consid­
e ra tion . I t  was in tro du ced  by As­
sem blym an F. M. S m ith , and by Sena­
to r  H . D. W illia m s . Some am endm ents 
have been made to  the  b i l l  as o r ig in a lly  
presented. I f  passed, i t  w ou ld  g ive to 
New Y o rk  a be tte r la w  tha n  i t  now has. 
I t  is  s t i l l  in  the  hands o f the  W ays and 
Means C om m ittee  in  the  Assem bly and 
in  th e  C om m ittee on P u b lic  E du ca tio n  
in  the  Senate.
S enator H icke y  has in tro du ced  a b i l l  
o f the  re g u la to ry  type, us ing  the  Ged- 
ney B i l l  as a basis and m ak in g  com­
p a ra tiv e ly  few  changes the re in . The 
Gedney B il l ,  i t  w i l l  be reca lled , d ied in  
com m ittee  a year ago.
In  New  Jersey the re  appears to  be 
the  p o s s ib ility  o f tw o  ra th e r  e labora te  
com m issions, the  purpose o f w h ich  
w o u ld  be to  co llabora te  w ith  the  State 
offic ia ls fo r  the  purpose o f securing  a 
m ore com prehensive system  o f account­
in g  th a n  is now  possessed by the  State. 
 In  P ennsy lvan ia  the re  is a m ovem ent 
to  vest in  the  A u d ito r  G eneral o f the  
S tate sole and exclusive pow er in  a u d it­
in g  the  accounts o f the  State, va rious  
departm ents, boards, com m issions o r  
agencies, w h ich , i f  passed in  its  present 
fo rm , W ould re q u ire  th a t  o ffic ia l to  
au d it h is  ow n records.
In  W est V irg in ia  a two-class type of 
accountancy b i l l  was in tro du ced  in  the 
House.
In  N o rth  C a ro lin a  the re  are five b ills  
in  w h ich  p u b lic  accountants are in te r ­
ested. One w o u ld  seek to  create a B oard 
o f Tax Appeals fo r  the  State. A n o th e r 
a ttem pts  to  re fo rm  the  present b a nk ing  
laws. A n o th e r re la tes to  th a t p o rtio n  
o f  the  B udget Revenue B i l l  w h ich  w ou ld  
place a license fee o f $25.00 on c e r t i­
fied pu b lic  accountants and $10.00 on 
non-ce rtified  p u b lic  accountants. In  ad­
d it io n  to  these th ree  measures the re  is 
a proposal to  amend th e  present C. P.
A . law , in  o rder to  p rov ide  a be tte r 
d e fin itio n  o f a p u b lic  accoun tant, and 
a second has ju s t  re ce n tly  been m ade to  
g ra n t an o ra l exam ina tion  to  a ll pu b lic  
accountants who secured re g is tra tio n  
unde r th e A c t o f 1925, and who now  
desire  to  ob ta in  C. P. A . certifica tes.
In  Ind iana  a b i l l  has been in tro du ced  
w h ich  w o u ld  p e rm it any person who 
had passed a ll o f the  exa m in a tion  sub­
jects, save one, p r io r  to  the  1927 am end­
m ent, w h ic h  con ta ined a residence re ­
qu irem en t, a p ro v is io n  w h ich  the  pre­
v ious In d ia n a  la w  d id  no t have, to  take 
an exam ina tion  in  the  sub ject w h ich  had 
n o t y e t been passed.
In  O h io  House B i l l  No. 224 is o f the  
re g u la to ry  type and is backed by the 
O hio Society o f C e rtified  P u b lic  Ac­
countants.
In  W iscons in  i t  is expected th a t the 
S tate Society w i l l  have presented by 
A p r i l  1, a b i l l  o f the  re g u la to ry  type fo r  
cons idera tion  by the  le g is la tu re .
In  Io w a  a b i l l  was in tro du ced  in  the 
House, No. 207, and in  the  Senate, No. 
194, s im u ltaneous ly . T h is  b i l l  seem ingly 
had the back ing  o f the  G ra in  Dealers’ 
A ssocia tion  and the  p u b lic  accountants 
and represented som ewhat o f a com­
prom ise between the  view s o f those tw o  
groups.
P r io r  to the  in tro d u c tio n  o f th is  b i l l  
a conference had been had between the 
ce rtifie d  p u b lic  accountants and the 
non-ce rtified  m en and jo in t  com m ittees 
had w o rked  o u t an o the r com prom ise 
measure w h ich , w h ile  seem ing ly satis­
fa c to ry  to  the  com m ittees, d id  n o t meet 
the  approva l o f e ith e r the  p u b lic  ac­
coun tan t g roup  as a w ho le  o r the  c e r t i­
fied g roup  as a w ho le  so th a t the  Iow a 
State Society u n d e rto o k  to  prepare a 
b i l l  f ro m  its  angle, b u t th is  was no t 
com pleted by th e  tim e  the  b i l l  above re- 
fe rred  to  had been in troduced . I t  was 
proposed, th e re fo re , to  present the  
v iew s o f the  c e rtifie d  m en in  connec­
t io n  w ith  a h e a rin g  on the  b i l l  a lready 
re fe rre d  to . I .  B . M cG ladrey, the  Pres­
id en t o f the  Iow a  Society o f C e rtified  
P u b lic  A ccountan ts , prepared a t h i r ­
teen-page pa m ph le t on “ P u b lic  A c­
countancy L e g is la tio n ”  fo r  use in  the 
cam paign.
In  O k lahom a th e  O klahom a Society is 
back ing  a b i l l  in tro d u ce d  in  the  House, 
No. 208, re fe rre d  to  the  C om m ittee on 
Banks and B a n k in g , and by them  re­
po rted  o u t fa v o ra b ly  and is now  on the 
House Calendar.
In  Co lorado i t  is hoped to secure the 
r ig h t  o f p r iv ile g e d  com m un ica tion  and 
exem ption fro m  ju r y  service on request.
In  W yo m in g  the  S tate Society and the 
B oard  were jo in t ly  back o f a b i l l  o f the  
re g u la to ry  type w h ich  had been u n a n i­
m ous ly  reported  ou t by the  House 
J u d ic ia ry  C om m ittee . On the floo r o f 
the  House, how ever, in  C om m ittee  o f
the W hole , oppos ition  was ra ised  by a 
m em ber o f  the  C om m ittee  w ho had 
voted in  its  favo r in  the committee meet­
ing. In  the  com m ittee  m ee ting  the  ques­
t io n  o f its  c o n s titu t io n a lity  had been 
th rashed  o u t and, seem ingly, se ttled  to  
the sa tis faction  o f a ll, bu t i t  was raised 
on the  floo r and unde r cond itions w here 
i t  is  never easy to  secure a clear-cut 
d iscussion. The re s u lt was th a t  the  
C om m ittee  o f the  W hole  voted to  post­
pone in d e fin ite ly  the  cons idera tion  o f 
the m a tte r.
In  W ash ing to n  a re g u la to ry  b i l l  is be­
fo re  the  le g is la tu re , be ing Senate B i l l  
No. 94. I t  passed the  Senate F e b ru a ry  
28. A  fou r-page  exp lana tion  o f the  la w  
was issued by the  State E x a m in in g  
C om m ittee, th ro u g h  the courtesy o f The 
W ash ing to n  Society o f C e rtified  P ub ­
l ic  A ccountan ts  and The Lead ing  P u b lic  
A ccountan ts  (n o n -c e rtif ie d ).
Senate B i l l  No. 198, p rovides fo r  a 
rev is io n  o f the  Securities A c t a lready  
in  e ffec t.
In  Kansas a b i l l  was in tro du ced  in  
the  House p ro v id in g  fo r  the  ap po in t­
m ent by  d is tr ic t  judges o f C. P. A ’s to  
a u d it cou n ty  offic ia ls. The b i l l  baa 
passed the  House.
In  O regon a re g u la to ry  b i l l  was in tro ­
duced and backed by  the  ce rtif ie d  pub­
lic  accountants. The non-ce rtified  m en 
in  the  S tate served no tice  th a t  they 
w o u ld  f ig h t th e  b i l l  unless apo in tm ents  
to  the  B oa rd  were to  be made fro m  
e ith e r c e rtifie d  o r no n -ce rtified  pu b lic  
accountants and unless the  w a ive r 
clause was opened. The C. P. A . g roup 
agreed to  am end the  b i l l  by p ro v id in g  
fo r  a seven-m an B oard , tw o  o f w hom  
should be no n -ce rtified  p u b lic  account­
ants, and to  also a llo w  to  p u b lic  ac­
coun tan ts  who had been in  prac tice  fo r  
a pe riod  o f five years o r longer, a c re d it 
o f 25 pe r cent on the  exam ina tion  re ­
qu irem en t. T h is  w o u ld  re s u lt in  on ly 
re q u ir in g  the  p u b lic  accoun tant w ith  
five years ’ experience o r m ore, to  secure 
a m a rk  o f 50 pe r cent in  the  exam ina­
t io n  in  o rd e r to  secure a certifica te . 
These com prom ises w ere acceptable to  
a good ly  num ber o f the  pu b lic  account­
ants b u t n o t to  the  leaders. A t  the  
present tim e  i t  is expected th a t a l l 
le g is la tio n  w i l l  go over fo r  an o the r pe­
r io d  of tw o  years.
In  th is  resume no a tte m p t has been 
made to  in d ica te  m any proposals fo r  
new le g is la tio n  in  w h ich  the  ce rtifie d  
m an is in te rested  as in  m ost cases they  
are la rg e ly  loca l in  cha rac te r and are 
be ing cared fo r  by  the  loca l S tate o r­
ganizations.
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Professional Ethics
M arch,
W hen the C om m ittee  on P ro fess iona l 
E th ics  o f the  A m erican  B a r Associa­
t io n  re ce n tly  sent o u t a questionna ire  
to  the  judges th ro u g h o u t th e  U n ited  
States, ask ing  fo r  suggestions as to  
how  the  bench and ba r m ig h t cooperate 
to  keep pro fess iona l standards on a 
h ig h  plane, a la rge  percentage o f the  
answers was to  the  effect th a t un e th ica l 
conduct cou ld  be a ttr ib u te d  in  m ost 
cases to  you th , inexperience and ig ­
norance.
Canons o f e th ics are fre q u e n tly  
looked upon as a na rrow -m ind ed  and 
b igo ted  code la id  dow n by p ro fess iona l 
re fo rm e rs  t r y in g  to  place obstacles in  
the  pa th  o f the  younger p ra c titio n e rs . 
In  its  tru e  sense, any code o f p ro ­
fess iona l e th ics is b u t a code o f practice  
as to  the  th in g s  in tended to  con fe r the  
g reatest bene fit upon the  in d iv id u a ls  
p ra c tic in g  th a t  p ro fession.
E th ics  is concerned w ith  ju s t  such 
questions as each in d iv id u a l w ho 
wishes to  act r ig h t ly  is con s tan tly  
ca lled  upon to  answer. The eve r-recu r- 
r in g  p rob lem  as to  w h a t shou ld  be done 
under such-and-such circum stances can 
best be answered by a p p ly ing  p rinc ip le s  
o f m o ra l consciousness as developed in  
the  course o f long  experience.
Lo ng  before  the  t im e  o f Socrates, 
e th ica l p r inc ip le s  w ere ta u g h t. In  the  
s ix th  cen tu ry , B. C., P ythagoras founded 
a sect o r o rd e r bound by a com m on ru le  
o f l ife .  He ta u g h t the  k in s h ip  o f a l l 
l iv in g  th in g s  and the  p r in c ip le  o f do ing  
the  r ig h t  th in g  by o u r fe llo w  man.
Socrates ta u g h t th a t v ir tu e  is k n o w l­
edge and no m an, kn o w in g  good, cou ld 
do ev il. H is  creed was, everyone 
w ished fo r  h is  ow n good and w o u ld  get 
i t  i f  he cou ld , and the  w ay to  acqu ire  
i t  was th ro u g h  ju s tice  and v ir tu e .
The reason fo r  any code o f p ro ­
fessiona l eth ics is th a t a pro fession 
does n o t ex is t fo r  its  ow n sake. I t  is 
b u t a means tow a rds  hum an ends. H ow  
fa r  i t  achieves those ends, and how  fa r  
i t  fa lls  sho rt, and w h y, has been the  
constant s tudy  o f those p ra c tic in g  th a t 
pro fession, and the  ru les  fo r  its  b e tte r­
m ent are em bodied in  a code o f e th ics. 
O ur in d iv id u a l capac ity  to  b e tte r ou r 
ow n con d ition  is dependent d ire c tly  
upon the  p a rt we do tow a rds  b r in g in g  
abou t a un ive rsa l respect fo r  o u r p ro ­
fession, w h ich  can best be rea lized by 
s t r ic t  observance o f the  recognized 
codes o f e th ics app licab le  to  o u r p a r t i­
c u la r pro fession.
W r it te n  codes o f e th ics are n o t pe­
c u lia r  to  th e  prac tice  o f la w  o r m ed i­
cine. The va riou s  branches o f the  en­
g in e e rin g  pro fession, a rch itec ts , and ac­
countan ts , have a l l  fo rm a lly  adopted
B y  W M . A . LO FTU S , o f  th e  San F ra n ­
cisco B a r
Presented a t m ee ting  o f J u ly  20,
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codes on a p lane eq ua lly  as h ig h  as th a t 
o f the  law yers  o r doctors.
There  is a tendency on the  p a r t o f 
law yers  spec ia lizin g  in  some fie ld , such 
as co llections, incom e ta x  m a tte rs  and 
patents, to  d is rega rd  the  eth ics o f the 
lega l pro fession, fo r  the  reason th a t 
they  share th e ir  p rac tice  w ith  non­
law yers and the y  contend th a t la w ­
yers’ eth ics do no t app ly. W hether 
a pa ten t s o lic ito r  be a la w ye r o r a non­
law yer, i t  is ce rta in  th a t  the  s o lic it in g  
o f pa tents is a pro fession, and one 
w h ich  shou ld  be gu ided by a code o f 
eth ics on as h ig h  a p lane as any o the r 
pro fession. W ith in  the  experience o f 
a l l o th e r professions, fa ilu re  to  enact 
o r observe a de fin ite  code o f eth ics 
m ust in e v ita b ly  lead to  a con d ition  
where the  p u b lic  loses respect fo r  the  
profession, and every m em ber o f th a t 
pro fession  is d ire c tly  harm ed thereby.
A  s tud y  o f the  va riou s  canons o f 
eth ics, w h e the r fo r  law yers, doctors o r 
engineers, shows th a t  the y  are n o t a 
cata logue o f na rrow -m ind ed  “ D on ’ts ” ; 
they  seek m ere ly  to  app ly  p rin c ip le s  o f 
r ig h t  conduct to  specific cond itions, and 
they  can a ll be sum m ed up in  the  la n ­
guage o f the  pream ble o f the  Code o f 
P ractice  o f the  A m erican  Society o f 
C iv il Eng ineers, w h ic h  states:
“ A n y  code of ethics is  founded on the 
Golden R u le . I t  is  in tended as a sta te­
m en t o f conduct w h ich  is co rrec t under 
m ost circum stances.
The A m erican  P a te n t La w  Associa­
t io n  has adopted a code o f e th ics em­
b ra c in g  the  la w ye rs ’ code, w ith  ce rta in  
ad d itions  p e cu lia r to  pa ten t p ractice.
In  substance, th is  code po in ts  o u t:
(a ) The im p ro p r ie ty  o f a tte m p tin g  
to  prosecute c o n flic tin g  o r ove rlapp ing  
app lica tions  fo r  d iffe re n t and inde­
pendent c lien ts ;
(b )  The d u ty  on the  p a rt o f the  a t­
to rn e y  to  advise a p re lim in a ry  search 
in  d o u b tfu l cases, and the  g iv in g  o f f u l l  
in fo rm a tio n  in  advance respecting  the  
cost o f upkeep o f fo re ig n  pa tents;
(c ) The im p ro p r ie ty  o f d isp lay  ad­
v e rt is in g  and the  h o ld in g  o u t o f specia l 
inducem ents to  c lien ts  to  s tim u la te  the  
f i l in g  o f app lica tions , such as o ffe rin g  
services fo r  gross ly  inadequate fees, o r 
s t im u la tin g  business by a “ no-patent, 
no -pa y" guarantee ;
(d )  P ro fess iona l associa tion w ith  
persons no t e n tit le d  to  p ractice  before 
the  P a te n t Off i ce is im p rope r.
The observance o f these obv ious ly  
p rope r ru les  o f conduct w i l l  place the 
pro fession o f pa ten t s o lic it in g  on a 
h ig h e r p lane and w i l l  enable the  prac­
t it io n e r  to  b e tte r serve h is  c lien ts, 
w h ile  a t the  same tim e  in s u r in g  h im  
adequate com pensation fo r  h is  tim e  and 
a b ility .
A m ong p a ten t a tto rneys, the  m ost 
fre q u e n tly  v io la te d  o f these ru les  is the  
one respecting  ad ve rtis in g . I f  one 
looks in  the  classified colum ns o f the  
te lephone d ire c to ry  he w i l l  ge t the  im ­
pression th a t  pa ten t a tto rneys  belong 
in  a class w ith  auctioneers and p riva te  
detectives, so fa r  as flam boyan t adver­
t is in g  is concerned. M ost o f the  p ro ­
fessions, in c lu d in g  doctors, lawyers, 
dentis ts , accountants, engineers, etc., 
con ten t them selves w ith  a s im ple bus i­
ness card ; b u t the  pa ten t a tto rneys 
a long  w ith  auctioneers and p riva te  de­
tectives, go in  h e a v ily  fo r  d isp lay  ad­
ve rtis in g .
P ersona lly , I  see no ob je c tion  to  ad­
ve rtis in g , i f  i t  is done in  a d ign ified  
w ay— and the  fo rem o st law yers  o f the 
co u n try  re s o rt to  a d ve rtis in g  in  one 
fo rm  o r ano the r. I f  the y  w in  an im ­
p o rta n t case they  fin d  a w ay to  see th a t 
the  p u b lic  is d u ly  in fo rm e d ; b u t the re  
are m any ways o f accom plish ing  th is  
w ith o u t re s o rtin g  to  pa id  ad ve rtis ing .
The p a id -fo r  d isp lay  a d ve rtis in g  is 
u su a lly  accom panied w ith  ex travagant 
prom ises, e ith e r in  the  w ay o f special 
service o r lo w  fees, w h ich  is in ju r io u s  
bo th  to  the  adve rtise r and to  the  c lien t, 
and tends s tro n g ly  to  lo w e r the  d ig n ity  
o f the  pro fession.
Such a d v e rtis in g  ge ne ra lly  resu lts  in  
the  a tto rn e y ’s accepting a case fo r  a 
fee so lo w  th a t  he cannot g ive i t  p roper 
a tte n tio n , the re by  d e p riv in g  the  c lie n t 
o f the  f u l l  m easure o f p ro te c tion . The 
same applies to  prom ises o f speedy a l­
lowance o f a pa tent. In  the  end, the 
a tto rn e y  has h u r t  h im s e lf by do ing  s lip ­
shod w o rk  fo r  a m eager fee, and the 
c lie n t ’s in te re s t has been neglected—  
perhaps beyond co rre c tion— and the  
tone o f the  pro fession as a w ho le  has 
been low ered.
There is no t, am ong the  m em bers o f 
o u r loca l associa tion, a s ing le  in d i­
v id u a l who, i f  g iven p rope r tim e , can­
n o t ob ta in  a llow ance o f a pa ten t con­
ta in in g  cla im s w h ich  a ffo rd  the  in ­
v e n to r the  f u l l  m easure o f p ro te c tio n ; 
b u t i t  is a fa c t kno w n  to  a l l o f us th a t 
m any fa i l  to  secure th is  p ro te c tion  fo r  
th e ir  c lie n ts ; and in  m ost cases i t  is  the 
d ire c t re s u lt o f some bad ba rga in  forced 
(C o n tin u e d  on page  94)
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Hidden Credit
Scope o f th e D iscu ssion
T H E R E  a r e  tw o  m a jo r  p h a s e s  of t h e  c r e d i t  p ro b le m . T h e  f ir s t  h a s  to  do  w i th  th e  o r ig in a l  d e ­
te r m in a t io n  o f w h e th e r  o r  n o t  th e  a p ­
p l ic a n t  s h a l l  b e  so ld  to  o n  c r e d i t  te rm s ,  
a n d , i f  so , w h a t  s h a l l  b e  th e  m a x im u m  
a m o u n t  o f t h e  r i s k  a s s u m e d  b y  th e  
c r e d i to r .  T h e  se c o n d  p h a s e  d e a ls  w i th  
t h e  c r e d i t  a p p ro v a l  o f c u s to m e r s ’ o r ­
d e r s  o r  p u rc h a s e s ,  a f t e r  th e  o r ig in a l  
l in e  o f  c r e d i t  h a s  b e e n  e s ta b l is h e d ,  a n d  
le d g e r  e x p e r ie n c e  w i th  th e  d e b to r  h a s  
a c c u m u la te d .  I n  m y  a r t ic le  w h ic h  a p ­
p e a r s  in  th e  J u n e  a n d  J u ly  is s u e s  o f 
y o u r  m o n th ly  o rg a n , I  d is c u s se d  th e  
l a t t e r  p h a se  in  c o n s id e ra b le  d e ta i l ,  s e t ­
t in g  f o r th  p a r t i c u la r ly  th e  se rv ic e  
r e n d e r e d  b y  m o d e rn  a c c o u n tin g  m a ­
c h in e s  in  th e  p r e p a r a t io n  o f th e  ex ­
t r e m e ly  v a lu a b le  a c c o u n t a g e  a n a ly s is .  
T o d a y , I  s h a l l  t a lk  to  y o u  c o n c e rn in g  
th e  f i r s t  p h a s e  o f  th e  p ro b le m .
To m any o f you w ho are connected 
w ith  re ta i l o rgan iza tions, the  fina nc ia l 
s ta tem en t is no t a to o l w ith  w h ich  you 
re g u la r ly  w o rk . References, psychol­
ogy, in tu it io n ,  good ju d g m e n t— these, 
are, no doub t, the  fac to rs  w h ich  assist 
you in  extend ing  c re d it on a m ore o r 
less personal basis. L ikew ise , the re  
are m any present here who, be ing  a f­
f ilia te d  w ith  m a n u fa c tu rin g  and w ho le ­
sale organ iza tions , are fo rced to  deal 
w ith  c re d it f ro m  a m ore im persona l 
v ie w p o in t. M odern business g ro w th  
and extension o f in fluence and te r r ito ry  
has fo rced  the  c re d it m anager to  judge  
character, ca p ita l and capacity  o f the 
c re d it ap p lican t a t a distance. P e r­
sonal con tact is, ge ne ra lly  speaking, 
a p ra c tic a l im p o s s ib ility . I t  is the  ex­
ception , n o t th e  ru le , w hen the  c re d it 
m anager o f a m a n u fa c tu r in g  com pany 
ever meets the  deb to r o r any represen­
ta tiv e  the reo f. U nder such cond itions, 
i t  is  req u is ite  th a t  decisions be made, 
p r in c ip a lly  a t least, upon exam ina tion  
and analys is  o f fin a n c ia l statem ents, 
and i t  is because he re in  lie  so m any 
c re d it p it fa lls ,  w ith  w h ich  m y experi­
ence has fa m ilia r iz e d  me, th a t  I  have 
chosen th is  p a r tic u la r  sub ject.
C ontents o f S tatem en ts
W h ile  fin a n c ia l sta tem ents w h ich  are 
sub m itte d  by c re d it app lican ts, shou ld  
com prise com plete, de ta iled  balance 
sheet, condensed p ro fit  and loss s ta te­
m ent, and answers to  questions reg a rd ­
in g  a d m in is tra tio n , accoun ting , finance, 
purchasing , p ro d u c tio n  and sales p o li­
cies and practices, such com plete in ­
fo rm a tio n  is no t usu a lly  fo r th c o m in g  in  
the  absence o f a considerab le am oun t
Pitfalls in Financial Statements
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o f pressure fro m  the prospective c red i­
to r . G enera lly  speaking, the  tendency 
is to  g ive o n ly  so m uch in fo rm a tio n  as 
is abso lu te ly  re q u ire d  and w h ich  is 
ca lcu la ted to  ob ta in  the  desired re su lt. 
Th is , however, in  a l l  fa irness, is no t 
ge ne ra lly  because o f a desire to  ob ta in  
c re d it th ro u g h  fa lse rep resenta tions. 
Ignorance o f co rre c t accoun ting  p r in ­
cip les and practices may, as m any in ­
stances he rea fte r re fe rre d  to  w i l l  i l lu s ­
tra te , account fo r  in c o rre c t values and 
fo r  com binations o f item s w h ich  tend 
to  m islead. Then, too, m any debtors 
have the erroneous im press ion th a t 
th e ir  c red ito rs  have no r ig h t  to  know  
the de ta ils  o f the  business.
Possib ly  the  o n ly  sa tis fa c to ry  way in  
w h ich  a com plete, com prehensive p ic­
tu re  o f a prospective d e b to r’s business 
m ay be ob ta ined is  th ro u g h  the  m ed ium  
o f a s tandard  fo rm , w h ich  each ap­
p lic a n t is dem anded to  f i l l  o u t and sign 
p r io r  to  h a v in g  a request fo r  c re d it line  
considered. T h is  is a lm ost u n ive rsa l 
bank p ractice  and com m erc ia l o rg a n i­
zations are  g ra d u a lly  ad op ting  the  p lan. 
B u t unless th is  s tandard  fo rm  is ve ry  
c a re fu lly  prepared, supported by in ­
s tru c tio n s  as to  ju s t  w h a t each item  
sh a ll and sh a ll n o t cover, i t  w i l l  cer­
ta in ly  con ta in  p o te n tia l c re d it p itfa lls .
Because i t  m ig h t possib ly  tend to  
d iv e r t  a tte n tio n  fro m  the  p it fa lls  to  the  
mere fo rm , I  sh a ll avo id , today, d is­
cussion and e x h ib it io n  o f a standard  
c re d it ap p lica tio n  fo rm . F u rth e rm o re , 
I  sha ll l im it  m yse lf to  d iscussion o f 
f i n a n c i a l  s ta tem ent considerations, 
o m itt in g  re ference to  questions reg a rd ­
in g  the  de b to r’s po lic ies and practices.
E lem ents o f  F in a n c ia l S ta tem ent 
A na lys is
As the  c re d it m anager commences to 
exam ine the  fin a n c ia l s ta tem ent o f a 
new app lican t, the  fo llo w in g  questions, 
e ith e r consciously o r sub-consciously 
stated, en ter h is  m in d :
F irs t ,  are a l l ac tua l assets and l ia ­
b ilit ie s  set fo r th  in  the  Balance Sheet, 
and are a ll contingencies a t least noted 
so th a t th e ir  possible effect on the  
sta tus m ay be seen?
Second, a l l assets and lia b ilit ie s ,
w h e the r ac tu a l o r  con tingen t, be ing set 
fo r th ,  are they  c o rre c tly  valued?
T h ird , a l l assets and lia b il it ie s  be ing 
set fo r th  and co rre c tly  va lued, are  they 
so classified and a rranged  as to  fa c il i­
ta te  analysis?
F o u rth , a l l assets and lia b il it ie s  be­
in g  set fo r th ,  c o rre c tly  va lued, classified 
and a rranged, w h a t a re  the  lo g ica l con­
clusions as to  the  fin a n c ia l co n d itio n  o f 
the business as evidenced by the  B a l­
ance Sheet?
F if th ,  w h a t were the  ne t ea rn ings 
o f the  year o r o f each o f several years 
end ing  a t the  Balance Sheet date?
S ix th , are ne t earn ings reconciled  
w ith  S urp lus a t the  f irs t  o f the  pe riod  
be ing review ed, so as to  show w h a t be­
came o f the  ne t earnings?
Seventh, is the  P ro f it  and Loss S tate­
m en t fo r  the  la s t f u l l  year set fo r th  
in  su ffic ien t d e ta il to  fa c il ita te  analysis?
E ig h th , w h a t are the  lo g ica l con­
clusions as to  fu tu re  ea rn ing  capacity?
Volum es have been w r it te n  on th e  
sub ject o f fin a n c ia l s ta tem ent analys is , 
and i t  w o u ld  be q u ite  im possib le  to  
cover a t th is  tim e  m ore th a n  a few  
“ h ig h  p o in ts ”  under each phase o f th e  
analysis.
A  H yp oth etica l C ase
I  be lieve th a t  g reatest c la r ity  can be 
obta ined, in  m y lim ite d  tim e , th ro u g h  
the use o f a h yp o th e tica l case, and to  
assist you in  fo llo w in g  the  discussion I  
have had placed in  y o u r hands th re e  
exh ib its  w h ich  set fo r th  the  lo g ica l de­
ve lopm ent o f the  analysis. E x h ib it  
“ A ”  shows the  condensed Balance Sheet 
o f the  A pp liance  Company, L td ., in  th e  
fo rm  in  w h ich  i t  was, supposedly, sub­
m itte d ; also ne t sales and ne t ea rn ings. 
L e t us next assume th a t the  C re d it 
M anager re fused to  extend c re d it to  th e  
a p p lica n t on the  basis o f the  m eagre 
in fo rm a tio n  fu rn ish e d , and caused an 
in ve s tig a tio n  to  be made by a repu tab le  
f irm  o f p u b lic  accountants. The f ir s t  
ob jec tive  o f the  accountants was to  
analyze the  g roup  to ta ls  shown in  E x­
h ib it  “ A ,”  set fo r th  con ting en t lia b i­
lit ie s  and condensed P ro f it  and Loss 
S tatem ent, and de te rm ine  w h a t a d ju s t­
m ents o f Assets, S urp lus and E arn in gs  
shou ld  be made. T h is  w o rk  produced 
E x h ib it  “ B ,”  “ B a ”  and “ B b .”  I t  was 
then  necessary to  re a d ju s t and re m a r­
sha ll the  item s shown in  E x h ib its  “ B ”  
and “ B a“  so as to  fa c il ita te  analysis by  
the  C re d it M anager. E x h ib its  “ C”  and 
“ Ca”  tog e the r com prise a fin a n c ia l 
s ta tem ent w h ich  is sub ject to  a ll o f the  
analysis th a t any C re d it M anager
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m ig h t, under n o rm a l cond itions, reason­
ab ly  expect to  make.
S ettin g  F orth  A ctu al and C ontingent 
A ssets and L ia b ilities
I t  m ig h t seem th a t i f  books are kep t 
by the  double e n try  m ethod and every 
tra n sa c tio n  is recorded, th e  Balance 
Sheet, w h ich  is  prepared fro m  the  Gen­
e ra l Ledger, shou ld  con ta in  a l l  possible 
item s. H ow ever, th is  is n o t the  case. 
The accoun tan t m us t be con s tan tly  
th in k in g  fro m  a Balance Sheet v ie w ­
p o in t i f  the  accounts w h ich  are m a in ­
ta in e d  unde r h is  d ire c tio n  are to  pres­
e n t a com plete and tru e  p ic tu re . F o r 
exam ple, the  account o f a custom er, 
w ho has rece ived and pa id  fo r  de fective  
m a te ria ls , may, due to  the  pos ting  of 
the  c re d it, show a c re d it balance of, 
say, $2 ,000; th is  cons titu tes  a l ia b i l i t y  
and shou ld  be so shown upon the  B a l­
ance Sheet, b u t i t  is  ve ry  l ik e ly  to  be 
deducted fro m  th e  o th e r accounts show­
in g  re g u la r o r de b it balances and the 
ne t am oun t due fro m  a l l custom ers 
shown on the  Asset side unde r the  A c­
counts Receivable sub-group.
I f  Notes o r T rade Acceptances re ­
ceived fro m  custom ers are  d iscounted 
a t the  bank  to  p ro v id e  ready cash, un ­
less specia l accounts are opened the 
values o f the  notes w i l l  no lo ng e r be 
on the  books, whereas the  business 
m u s t repay the  bank  in  case the cus­
tom er refuses to  ho no r o r pay the  note 
a t m a tu r ity .  T h is  is a case o f a Con­
t in g e n t L ia b il i ty ,  w h ich  shou ld  e ith e r 
be shown in  the  Balance Sheet o r as a 
foo tn o te  the re to . O the r C on tingen t 
L ia b ilit ie s , w h ich  m ay possib ly  cause 
fa ilu re , ap pa re n tly  “ o u t o f a c lear sky ,”  
o r  a t least im p a ir  the  fin a n c ia l sta tus 
are : accom m odation endorsem ents, 
guarantees, leases, bonds and notes en­
dorsed fo r  su b s id ia ry  companies, p u r­
chase con trac ts  and com m itm ents , pres­
e n t o r pend ing  li t ig a t io n ,  etc. In  
the  case o f m any C on tingen t L ia b ili t ie s  
th e re  are correspond ing C o n tin gen t As­
sets, and i f  th e  C o n tin gen t L ia b i l i ty  is 
in co rp o ra ted  in  the  Balance Sheet, the 
correspond ing  asset, i f  any, m us t also 
be inc luded . F o r  exam ple, u n fille d  
purchase orders a t the  Balance Sheet 
date con s titu te  a C o n tingen t L ia b il i ty ,  
b u t the  m erchandise w i l l  be an asset. 
In  such a case, the  im p o rta n t th in g  to 
k n o w  is w h e the r o r n o t the  m a rk e t 
va lue  o f such m erchandise has de­
c lined  since the  date o f purchase, and i f  
so, the  to ta l ne t am oun t o f such de­
c lines upon con tracts ou ts tand ing .
W ith  the  exception o f om issions o f 
ac tu a l Assets and L ia b ili t ie s  due to 
fa ilu re  to  fo llo w  good accoun ting  prac­
tice , om issions are u su a lly  b ro u g h t 
abou t in te n t io n a lly  because o f the 
th o u g h t th a t the  o m itte d  item s w o u ld  
adverse ly  a ffect the  Balance Sheet; in
some cases the ob jectionab le  item s are 
com bined w ith  o thers w h ich  are no t 
ob jectionab le . Such p rac tice  is, o f 
course, fra u d u le n t, and since i t  is de­
s ired  to represent the  Balance Sheet 
shown in  E x h ib it  “ A ”  as one w h ich  
m ig h t be sub m itte d  by a bona fide ap­
p lic a n t, E x h ib it  “ B ,”  has been made to 
suppo rt exactly  the  g roup to ta ls  shown 
in  E x h ib it  “ A .”
I t  w i l l  be noted, however, th a t the 
accoun tants ’ in ve s tig a tio n  has un ­
covered C ontingen t L ia b ilit ie s , w h ich  
are set fo r th  a t the  fo o t o f E x h ib it  “ B .”  
The f irs t  o f these item s is ra th e r fa r  
reach ing  in  im portance. The Com pany 
is engaged in  pa ten t l i t ig a t io n  because 
o f h a v in g  m an u fac tu re d  unde r ap­
paren t, n o t rea l, p ro tec tion . The C re d it 
M anager, m ust, under such c ircu m ­
stances conclude th a t n o t o n ly  is the re  
a C on tingen t L ia b il i ty  in  the  am oun t 
o f $22,635 covering  roya ltie s , b u t also 
the  ite m  o f G oodw ill, Patents, etc., in  
the F ixed  Assets g roup  m ust, fo r  c re d it 
purposes, be s tr ic k e n  out. F u r th e r  
reference w i l l  be made to  th is  ite m  in  
the  next section o f the  analysis.
The o th e r con ting en t item s are also 
o f im portance, since the  fa ilu re  o f the  
m akers to  honor the  Notes Receivable 
and T rade  Acceptances a t m a tu r ity  
w o u ld  necessitate the  d isbursem ent o f 
$4,112 in  cash, w h ich  req u ire m en t, 
w o u ld , in  the  face o f the  present weak 
Q u ick  Asset con d ition , be ve ry  em bar­
rassing.
C orrect V alu ation
A  m om ent o f re fle c tion  w i l l  ind ica te  
th a t a Balance Sheet is, a t best, p u re ly  
an estim ate  o f the N e t W o rth  o f a go­
in g  business. W ith  a few  exceptions, 
no Balance Sheet inc ludes asset item s 
a t values w h ich  they  w o u ld  b r in g  i f  
sold a t a forced sale o r as second-hand 
p ro pe rty , i f  they  were so ld  on the  date 
o f the Balance Sheet. O ccasionally, 
banks w r ite  down th e ir  b u ild in g  and 
equ ipm en t to  a no m in a l figu re , b u t such 
ac tion  in  the  case o f o th e r th a n  a ba nk­
in g  com pany w o u ld  be e x tra o rd in a ry  
and u ltra -con se rva tism . P ra c tic a lly  
speaking, however, the  Balance Sheet 
is an estim ate, irre spec tive  o f  the  
values used, fo r  the re  is some elem ent 
o f e s tim a tio n  in  n e a rly  every ite m  ex­
cept cash. F o r exam ple, Accounts 
Receivable is a lways an estim ate , since 
every business w h ich  extends c re d it 
to  custom ers and thus  has such an ac­
count, m ust figu re  upon loss due to  un ­
co llec tib le  accounts. The va lue should 
be w h a t i t  is th o u g h t w i l l  be collected 
in  the  re g u la r course o f business, and 
no t the rea lizab le  va lue upon the date 
o f the  Balance Sheet.
Inve n to rie s  u su a lly  in c lud e  a con­
siderable am oun t o f es tim a tion , due to  
ave rag ing  prices o f d iffe re n t purchases,
using pe rpe tua l in v e n to ry  records, etc.; 
they are p ro p e rly  va lued  upon the  basis 
o f cost o r  upon m a rk e t p rice  i f  less 
th a n  cost.
V a lu a tio n  o f the  M ach ine ry  and 
E qu ip m en t invo lves the  m ax im um  de­
gree o f es tim a tion . A tte m p t is made 
to a rr iv e  a t a va lue-in -use, and in  o rder 
to  do th is  w ith o u t m a k in g  an appra isa l 
a deprec ia tion  c re d it is ca lcu la ted. In  
the case of th is  item , however, as well 
as o the r F ixed  Asset item s, the  C re d it 
M anager is o n ly  secondarily  in te rested . 
H is  p r im a ry  in te re s t is in  the  c u rre n t 
po s itio n  and in  the  ea rn ing  capacity.
As p re v io us ly  s ta ted the  G oodw ill, 
Patents, etc., a m o u n tin g  to  $66,000, 
has, in  the  face o f im p o rta n t pa ten t 
l i t ig a t io n , l i t t le  va lue and none fo r  
present purposes. D o u b tfu l Accounts 
Receivable to ta lin g  $6,460 m ust be 
e lim in a ted . In ve n to rie s  have been 
taken  a t m a rk e t values, in  a r is in g  m ar­
k e t w h ich  has the  effect o f a n tic ip a tin g  
p ro fit, as the  accountants de term ine, o f 
$4,720. T h is  p ractice  is e n tire ly  in  
e rro r, fro m  the v ie w p o in t o f good ac­
counting and sound business practice. 
The In ve n to rie s  m ust, the re fo re , be 
w r it te n  down. I t  is  also fou nd  th a t 
trade  discounts on invo ices w h ich  have 
no t ye t been pa id  fo r  by custom ers have 
no t been deducted fro m  sales and fro m  
b i l l in g  charges; here is ano the r a d ju s t­
m ent w h ich  m ust be m ade in  values.
I t  is, o f  course, apparen t th a t, since 
the te rm  “ Balance Sheet”  im p lies  
e q u ilib r iu m  between Assets and L ia ­
b ilit ie s , as Asset values are ad justed  
dow nw ard  the re  m ust be a correspond­
in g  a d ju s tm e n t on the  o th e r side. 
Hence, the  S urp lus a t the  f irs t  o f the  
fisca l year m ust be reduced by  the  
am oun t o f the  w r ite -o ff o f  G oodw ill, 
P atents, etc., and the  o th e r th ree  ad­
ju s tm e n ts  a ffect the  p ro fits  fo r  the  year 
ju s t  closed. N a tu ra lly , a l l  fo u r  item s, 
to ta lin g  $80,702 m ust come o u t o f the  
S urp lus a t the  end o f the  year.
The cases il lu s tra te d  are on ly  a few  
o f those w h ich  are m et w ith  in  practice. 
They w i l l  suffice, how ever, to  set fo r th  
the  im portance  o f ques tion ing  in d i­
v id u a l values shown on app lican ts ’ B a l­
ance Sheets.
C lassification  and A rrangem ent
I t  has been p re v io u s ly  s tated th a t the  
e xh ib its  il lu s tra te  a bona fide case, in  
w h ich  the re  was no in te n t to  ob ta in  
c re d it under fa lse pretences. The re ­
s u lt  is, however, m isrepresen ta tion , a l­
tho ugh  u n in te n tio n a l, and the  classi­
fica tion  and arrangem ent of items, and 
the to ta lin g  th e re o f in  o rd e r to  prepare 
E x h ib it  “ A , ”  was responsib le.
S in k in g  F u n d  Cash, a m o un ting  to  
$8,655, is not a C urren t Asset, since i t  
cannot, w ith o u t v io la t in g  the  m ortgage 
(C o n tin u e d  on page 91)
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Talking Shop
A  DEPARTMENT CONDUCTED BY L. GLUICK, C. P. A.
T H E  1928 b u ll m arke t has produced more g r ie f than usual fo r C. P. A ’s. More o f th e ir  c lien ts have 
som ething to  report on Item  6, Schedule 
C o f fo rm  1040. A nd in  language more 
expressive than elegant, “ W hat a mess!”  
Some have saved a ll the b roke r’s 
statem ents; most have lost some. Some 
have checks to  prove the purchase; o th­
ers have on ly the stubs. Some have 
no th ing  bu t an im perfect memory. B u t 
a s u rp ris in g ly  large num ber have books 
gotten out by brokers fo r record ing se­
c u r ity  transactions, and the taxpayer- 
custom er-client has made a t least a h a lf­
hearted effort to  use it .
These “ Security  Records”  range a ll the 
way from  hopelessly inadequate to  r id i­
culously complex. O nly one th in g  is 
common; conspicuous prom inence of the 
b ro ke r’s name and address. I t  is  a real 
re lie f  then to receive tw o helps to in ­
vestors prepared by C. P. A ’s w ith  no 
ad ve rtis ing  appended or intended.
The f irs t  is  a w e ll bound record of se­
c u r ity  transactions, copyrigh t 1929 by A. 
J. S tern, C. P. A. (N. Y .). I t  is intended 
fo r  the b roke r’s customers who keep no 
regu la r books of accounts. I t  is based 
on the com pile r’s w ea lth  of experience 
both as au d ito r fo r  Stock Exchange firm s 
and ta x  consultant fo r  th e ir  customers. 
In  our humble op in ion i t  is  the most 
adequate th in g  o f its  k in d  we have seen.
The second is  in tended fo r a d iffe ren t 
 type o f investor, namely, the corpora tion 
w h ich  puts excess cash in to  sound securi­
ties. I t  was devised years ago by M r. 
C arl E hrengart, C. P. A. (N. Y.) and has 
functioned w ith  u n ifo rm  success. I t  
takes the  fo rm  of a card ledger, and fo r 
f le x ib il ity  and completeness i t  is as satis­
fac to ry  as an y th in g  one could wish.
W ith  the spread of the investing  (or 
speculating) pub lic  th roughou t the na- 
tion , and the a ttendant g row th  of the 
w ire  houses, such aids fo r  the accountant 
and h is  c lien t assume new im portance 
and value.
F  was e ither in  our ju n io r  or senior 
year in  h igh  school (P o rt Chester, 
N. Y .) th a t we studied the S ir Roger de 
Coverly papers. We have on ly  a d im  rec­
o llection  o f m ost of them, bu t a few s tick  
tenaciously in  our memory. One in  
p a rticu la r cantains w hat m ig h t w e ll be 
taken  as the ra ison d’ etre  fo r  th is  de­
partm ent, “ S ir Roger Goes to Church.”  
In  one paragraph the w r ite r  expla ins 
th a t S ir  Roger, w h ile  w ish ing  to  give h is 
curate p len ty  o f chance fo r  in it ia t iv e  and 
expressing h is  own ideas, nevertheless 
keenly realized th a t no parson could be 
consistently in te res tin g  52 Sundays a
year. A ccord ing ly  S ir Roger sent regu­
la r ly  to  London fo r the best sermons 
preached by the most em inent clergymen 
of the m etropolis, and had them  preached 
in  tu rn  by h is  local curate. H is  idea 
was th a t when an idea has once been 
well expressed i t  was a waste of tim e fo r 
anyone to  t r y  to  re-express it .
W ith  w h ich we h e a rt ily  agree. Thus 
th is  departm ent m ay serve as a c learing 
house fo r desirable in fo rm a tio n  and 
ideas as to  form s, a u d it procedure, report 
w r it in g , etc. I t  is  fo lly  fo r  a C. P. A. to 
devise a fo rm  fo r a c lie n t’s needs when he 
m ay be able to  purchase one o u t  o f a 
s ta tioner’s stock, w h ich  i f  no t precisely 
w hat is wanted, can be rea d ily  adapted. 
I t  is  un fo rtuna te  i f  a C. P. A., find ing  
no suitable p rin ted  fo rm , has to  s it down 
w ith  d ra w in g  board, T-square and ru le r 
to devise one i f  another C. P. A. already 
has one in  use.
And w h ile  the present mechanical 
equipm ent of th is  magazine does not 
rea d ily  pe rm it the p r in t in g  of form s, s t i l l  
we can report on form s we have seen, so 
th a t our readers may, when they are con­
fronted w ith  a problem, go to th e ir  files, 
find out who has the r ig h t fo rm  and then, 
using his Society Year Book and D irec­
to ry , communicate w ith  h is  fe llow  mem­
ber and get w h a t he wants.
The same th in g  applies to in fo rm a tio n  
regard ing special types o f business, local 
and trade customs, etc. We hope our 
readers w i l l  send us th e ir  good ideas.
don’t  know  how m any of our read­
ers have been called upon to  au d it 
a college o r un ive rs ity . B u t since the 
W orld  A lm anac fo r 1929 lis ts  seven pages 
o f Am erican and Canadian in s titu tio n s  of 
h igher learn ing , an appreciable num ber 
of our readers m ust have had th is  expe­
rience. Moreover, as colleges are in ­
creasingly ge tting  on a business basis, 
and expecting the com ptro lle r ra the r 
than the board to  balance the budget, 
more C. P. A ’s w i l l  find colleges among 
th e ir  clients.
F or as comprehensive a set o f finan­
c ia l statements as could be conceived we 
commend the “ Report of the Treasurer of 
Yale U n ive rs ity ”  dated August 15, 1928. 
And fo r  a com bination o f b re v ity  and 
completeness, the Haskins and Sells cer­
tif ica tio n  is a model. We hazard a guess 
th a t e ither the aud ito rs or the U n ive rs ity  
w i l l  fu rn is h  a copy to any C. P. A. who 
w i l l  accompany h is  request w ith  a 2c 
stamp.
T H E  fo llo w in g  is taken from  the New 
Y o rk  T im es of February 3, 1929, 
“ Color in  in du s try , w h ich  has apparent­
ly  reached its  u ltim a te  in  the expenditure
o f $17,000 by  a Connecticut concern fo r 
p a in tin g  its  m ach inery in  b r ig h t hues, 
is no nove lty  in  the cotton-goods trade, a 
we ll-know n commission house executive 
commented yesterday.
“ I  know  of cotton goods m ills  th a t 
have been e n tire ly  ‘in  red ’ fo r  several 
years,”  he expla ined.
“ The on ly  tim e  the stockholders in  
these m ills  are no t blue is when they 
tu rn  green w ith  envy on reading the an­
nual report o f some successful com peti­
to r. Then the s itua tion  looks blacker 
than ever, and they sure ly  cannot be 
blamed if ,  under the circumstances, they 
show a financ ia l ye llow  streak.”
A nd the fo llo w in g  from  the Sample 
Case (a trade jo u rn a l) fo r  January,
1929, “ A  great deal has been w r itte n  and 
said about the slum p in  the  New Eng­
land te x tile  trade, the trend  to  the 
south, etc. A  couple of weeks ago, I  was 
ta lk in g  to  a large tobacco m erchant in  
Connecticut when the subject came up. 
H is  rem arks were pos itive ly  il lu m in a t­
in g : ‘No doubt you know  th a t most of 
our local tobacco is shade grown. I  esti­
mate th a t over a m illio n  do lla rs  a year is 
spent on the cotton c lo th  used fo r  shad­
ing. I ’ve been in  the business nearly  
h a lf a century. Never yet have I  had a 
man from  a New England m il l  offer to 
sell me, or any o f m y growers, any shade 
cloth. E ve ry  b it  o f i t  comes from  south­
ern m ills ;  they keep salesmen in  th is  te r­
r ito ry  fo r  the purpose; good live  wires. 
I ’m an old wooden nutmeg, bu t th is  ta lk  
about Yankee hustle and D ix ie  laziness 
is  bunk.’
“  ‘B u t,’ I  in te rrup ted , ‘you r New Eng­
land m ills  don’t  make th a t k in d  of c lo th .’ 
‘W h a t o f i t , ’ he responded; ‘they should. 
They have some genuine d ifficu lties to 
face. The South has large n a tu ra l ad­
vantages. B u t i f  ten, or even five years 
ago, when the  southern dom ination  be­
came noticeable, they had started to  make 
th is  shade cloth, and sell i t  in  home m ar­
kets, w ith  a ll the advantages of fre ig h t 
on the home m anufactu re r’s side, as w e ll 
as sentim ent, i t  would have been a nice 
back-log in  the cu rre n t financ ia l and labor 
troubles. I ’m not sure i t  is  too late now 
fo r  a couple of good m ills  to  do som ething 
about i t . ’ ”
We hope th is  pa ra lle l doesn’t  make any­
one purp le  in  the face.
J U S T  how th is  group of accountants, 
who were ta lk in g  shop du rin g  lunch ­
eon, got around to the subject o f aud it 
stamps is im m a te ria l. B u t they were on 
i t ,  a rgu ing  am icably about the m erits  
and dem erits o f th is  po in t in  au d it pro­
cedure. F in a lly  one said, “ The theo re ti­
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cal side is a toss up. B u t p ra c tica lly  the 
stamps have it .  L is te n :
“ I  have a charitab le  in s t itu t io n  as a 
c lien t, one of the type w ith  sm all re ­
sources and a large board of trustees. On 
one occasion a year and a h a lf ago when 
I  w ent there fo r the semi-annual aud it, I  
le ft  m y stamp behind. The m anager im ­
m edia te ly noticed th a t and insisted th a t 
I  come back and pu t i t  in  a ll the usual 
places. He explained th a t personally he 
d id n ’t  care, bu t th a t the trustees had a 
ch ild -like  fa ith  in  the potency o f the 
stamp. Most o f the trustees were not 
business m en; they could no t tho rough ly  
understand even the sim ple statem ents I  
gave them. B u t to be able to  go to  the 
books and vouchers and see stamped 
thereon: ‘Aud ited , December, 1927, John 
Doe, C. P. A .,’ satisfied them  th a t a ll was 
w e ll.”
W hereupon another member of the 
p a rty  spoke up. “ I  agree w ith  M r. Doe 
about the p rac tica l side of the stamp, 
though I  have been w ith  the opposition 
in  theory  fo r  the las t few  years. F or 
years, however, I  used stamps always. I t  
was ju s t eleven years ago tha t I  obtained 
as a c lien t a large company. I t  had never 
though t about em ploying an accountant 
u n t i l  the 1917 Income Tax law  forced i t  
to  do so. A nd then i t  got a large and fine 
firm  of C. P. A ’s, who made ju s t one au d it 
repo rt and were dismissed. As the p res i­
dent explained i t  to me, when aw ard ing  
me the engagement, ‘N o t on ly  was the fee 
too h igh  in  any case, bu t they d id n ’t  do 
an y th in g  to  earn it . ’ I  went over m y 
predecessor’s rep o rt and could find  no 
fa u lt  w ith  it ,  bu t said no th ing  and s ta rt­
ed m y au d it as usual. About the th ird  
day the president and treasurer came in to  
the office where I  and m y associate were 
both, a t the moment, bus ily  s tam ping 
vouchers w h ich  we had audited. The 
president said to  the treasurer, ‘See! 
These aud ito rs  do som ething fo r th e ir  
m oney; those other b irds  never stamped 
a voucher.’ A nd  to  th is  day, I  th in k  tha t 
is the ch ie f reason I  have kep t th a t c lien t 
to  date.”
are indebted to  Fred M elcher, ed ito r 
o f the Publishers W eekly  (New 
Y o rk ) fo r  ca llin g  ou r a tten tion  to  a series 
of booklets on book selling, and p a rtic u ­
la r ly  the one on accounting fo r  book 
stores and c irc u la tin g  lib ra ries . They are 
w e ll w r itte n , and w h ile  we cannot en­
t ire ly  agree w ith  the “ system”  set fo rth , 
ye t any accountant who has a bookseller 
in  his c lien te le  w ould do w e ll to  fa m ilia r ­
ize h im se lf w ith  it .  M r. M elcher w e l­
comes constructive c ritic ism .
IT s trikes  us tha t the saddest pa rt o f an 
accountant’s t r ip  to  W ashington is 
th a t he never gets to  see any o f the 
most be au tifu l c ity  in  the coun try  unless 
the case he is  try in g  is postponed a day 
o r two. Then he g ru m b lin g ly  resigns
h im se lf to  sight-seeing, and misses the 
best th ings. The e x te rio r of most gov­
ernm ent bu ild ings  is  fa m ilia r  to  a l l v is i­
tors, the in te r io r  to  some. B u t to  us 
there are tw o  po in ts  o f commanding in ­
terest, w h ich  we recommend to  a ll as the 
f irs t po in ts to  v is it. One is the N a tiona l 
P rotestant Cathedral and the other is the 
Tomb o f the U nknown Soldier. Then i f  
you have a l i t t le  spare tim e  on you r way 
to the U n ion S ta tion  stop at the Govern­
m ent P r in tin g  Office (no t to  be confused 
w ith  the  Bureau o f E ng rav ing ) and in  
ad d ition  to  seeing a vast factory, com­
plete you r files of In te rn a l Revenue B u l­
le tins  and B. T. A. reports.
A N E N T  your rem arks about C. P. A ’s in  
p riva te  practice,”  w rite s  a corres­
pondent, “ I  can on ly say th a t i t  isn ’t  near­
ly  as p riva te  or rou tine  as some m ig h t 
th in k . A c tu a lly  when a C. P. A. takes a 
position  as ‘C om ptro ller,’ o r ‘Chief Ac­
countant’ o f a business enterprise large 
enough to  require  such an in te rn a l aud i­
to r, he is acqu iring  a good-sized, well-pay­
in g  one-man practice.
“ Take m y own case, a t th is  w r it in g . I  
am C om ptro ller fo r a group o f fo u r cor­
po ra tions; three are affilia ted fo r  ta x  p u r­
poses. They present three d iffe ren t lines 
of business, operate in  16 states, and one 
o f them  has a London office. I  am re­
qu ired to  prepare a ll ta x  re tu rns  and 
detailed financia l statements, some of 
w h ich  are published. In  add ition  I  m ust 
help the m a jo r executives w ith  th e ir  per­
sonal ta x  re tu rns and the biggest prob­
lem on m y hands r ig h t  now is  the presi­
dent o f m y ou tfit. He has a h a lf dozen 
outside interests, and keeps no books on 
them, except incomplete check stubs. The 
ea rly  p a rt o f th is  week I  spent a day in  
W ashington on a tax  m a tte r; h a rd ly  a 
week goes by bu t our a ttorneys ca ll me, 
or I  them, on a m a tte r where the law  
and accounts are m u tu a lly  in terdepen­
dent. And except du rin g  th is  overtim e 
season I  am expected to  make surprise 
audits  o f the m any branches. I  m ay be 
lis ted  as ‘no longer in  pub lic  practice,’ bu t 
since d ive rs ity  of w o rk  seems to  consti­
tu te  the c r ite r io n  I  regard m yself as 
very  much a pub lic  accountant.”
WE knew  i t  was going to  happen. We 
asked fo r con tribu tions, bu t fo rgo t 
to say PROSE. And r ig h t  off the bat we 
got something w h ich  the au thor term ed 
“ poetry.”  A l l  we say is th a t i f  he can 
not balance books be tte r than  he can 
rhym e and meter, h is  state should revoke 
h is  certificate.
O NE need not be a C. P. A. to  know  
how much confusion s im ila r ity  of 
names can cause. A n y  ledger c le rk  can 
te ll heart-rending tales o f overtim e w o rk  
reconc iling  accounts o f customers or 
cred itors w ith  names as s im ila r  as, le t 
us say, Kress and Kresge. B u t there is 
one oft-repeated e rro r o f especial in te r ­
est to  accountants th a t has come up again 
qu ite  p rom inen tly . Such an o rd in a r ily  
accurate jo u rn a l as the New Y o rk  Eve­
n in g  Post (F ebruary  8, 1929) in  w r it in g  
the ob itua ry  o f James Anyon, states th a t 
“ he received the degree of C ertified Pub­
lic  Accountant from  New Y o rk  U n iver­
s ity .”
Of course the Post means the U n ive r­
s ity  o f the State o f New Y ork , w h ich  is 
qu ite a d iffe ren t organ ization. In  most 
states i t  w ould be term ed the State Board 
of Education. New Y o rk  U n iv e rs ity  is a 
p riva te , endowed in s titu t io n  in  New  Y o rk  
C ity , w ith  a famous School o f Commerce. 
As a fina l element o f confusion there is 
the College o f the  C ity  o f New Y ork , a 
m u n ic ip a lly  owned and operated in s titu ­
tion .
H E R E ’S an old com pla in t th a t is  w o rth  
repeating. Possibly some concerted 
action by lawyers and pub lic  accountants 
could obtain the necessary rev is ion  o f the 
ta x  statutes.
“ There is a cha ritab le  in s titu t io n  in  m y 
com m unity  w h ich  very  p roperly  has an 
annual audit. T h is  i t  expects to  be per­
form ed gra tis , w h ich  is fa ir  enough. I ts  
fiscal year is  the calendar year, meaning 
th a t the a u d it m ust be made in  the 
busiest season. To effect a change in  the 
fiscal year would be most d if f ic u lt ;  m any 
years of custom, based on an old charter, 
cause th is  condition. B u t am I  allowed 
to  deduct as a charitab le  con tribu tion  the 
value o f m y tim e? In  the words o f Rube 
Goldberg ‘Fool Question.’ Yet I  am g iv ­
in g  tim e w h ich  I  could dispose o f p ro fit­
ab ly a t th is  season. O f course, I  don’t  
have to perfo rm  the aud it. B u t any sm all 
c ity  C. P. A. knows w h y  I  m ust. Is  i t  
fa ir  th a t I  can c la im  no deductions fo r 
m y services?”
The on ly answer we can make to  th is  
is  to  quote M il t  Gross “ Iss diss a sees- 
tem? D un t esk !”
WE have received several in qu iries  as 
to  the reason fo r  our desire to  ob­
ta in  a l is t  o f C. P. A ’s who are P. B. K ’s. 
Condensing the answer in to  the l i t t le  
space we have le ft, i t  is  th is : Sceptics, 
cynics, and others o f th a t i lk ,  are g iv in g  
the im pression th a t accountancy is mot 
a profession. Since election to  P h i Beta 
Kappa is deemed a m ark  o f h igh  scho la rly  
a tta inm en t, a la rge num ber of C. P. A ’s 
who are wearers o f the fla t gold key 
would help to  silence the business men.
And in  th is  connection we are going to 
s ta rt r ig h t  now the second barrage, w h ich  
we had o r ig in a lly  intended h o ld ing  back 
u n t il May. How m any C. P. A ’s are Doc­
tors o f Philosophy? Of our acquaintance 
we know  on ly George Newl ove of Johns 
H opkins and Joseph J. K le in  o f C. C. N. 
Y. B u t we know  there m ust be lo ts of 
others, and w ant to  hear from  them  soon.
Le t i t  be noted here and now th a t the 
(C o n tin u e d  on page  90)
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Public Accounting in  1903 
B y E D W A R D  E . GORE, C. P . A .
W H E N  C h r is t ia n s e n  w a s  im i t a t ­in g  th e  o ld  s o ld ie r ,  I w o n d e re d  if  I  w a s n ’t  g o in g  
to  m a k e  a  c o n fe ss io n  s o m e th in g  l ik e  
t h a t .  I  fe e l a  g o o d  d e a l  l ik e  a n  o ld  
so ld ie r  w h e n  I  h a v e  th e  h a r d ih o o d  to  
lo o k  b a c k  o n  a l l  th e  y e a r s  t h a t  h a v e  
g o n e  s in c e  th e  C. P . A . law  o f I l l in o is  
w a s  o b ta in e d , a n d  s in c e  th is  S o c ie ty , 
a s  a  r e s u l t  o f t h a t  le g is la tio n , w a s  
fo rm e d . I a s su m e  t h a t  th e r e  is n o b o d y  
in  to w n  o ld e r  t h a n  I  a m , e x c e p t M r. 
R e c k i t t .  M r. R e c k i t t  w a s  a  b r a w lin g  
y o u n g s te r  tw o  m o n th s  o ld  w h e n  I  w a s  
b o rn . H e  h a s  q u i t  h is  b ra w lin g , a n d  
h e  is  no  m o re  of a  y o u n g s te r  t h a n  I  a m .
W hen I  came to  Chicago in  1897 
and s ta rted  to  p ractice  accoun ting , I  
had no apprec ia tion  o f the  cold nerve 
w ith  w h ich  I  was endowed. I t  has 
taken  me som eth ing lik e  th ir t y  years 
to  f ind  ou t ju s t  how  p o o rly  prepared 
I  was to practice  as a pu b lic  account­
an t a t th a t tim e, and I  am fe a r fu l i t  
w i l l  take  a good w h ile  longer to  fu l ly  
appreciate a ll o f the  delinquencies th a t 
characterized m y ea rly  p ractice.
In  those days the re  w asn’t  m uch fo r  
an accoun tan t to  do except to  h u n t 
down some poor bookkeeper who had 
been u n m in d fu l o f h is  em p loye r’s in ­
terests, and in  league w ith  th e  dev il, 
to  the  ex ten t th a t on a sa la ry  o f $12 
a week he had embezzled perhaps $200. 
The accoun tant came in  and caugh t 
th is  scoundre l and helped to  send h im  
to  the  p e n ite n tia ry  w here  he w o u ld  
have an o p p o rtu n ity  to  rea lize  h is  ow n 
shortcom ings. T han k  God fo r  the  p r iv ­
ilege o f becom ing p e n ite n t in  an in ­
s t itu t io n  o f th a t k in d .
In  19 03 the  L e g is la tu re  o f I l l in o is  
opened one o f its  ce lebrated sessions. 
P r io r  to  th a t  tim e , in  fa c t, in  1897, 
an a tte m p t was made in  the  Le g is la ­
tu re  o f th a t year to  secure the  pass­
in g  o f a C. P. A . law . T he  a tte m p t 
was n o t a success. I t  was tr ie d  again 
in  1899. I  kno w  w h y  i t  w asn ’t  a suc­
cess th a t year— I  am  no t go ing  to  te ll 
you w hy b u t I  know . In  1901, d is ­
couraged by the  prev ious a ttem p t, the 
L e g is la tu re  was igno red  and I  suppose 
fe lt  i t  ve ry  keenly. In  1903 th e  gen­
tlem en w ho composed the  I l l in o is  As­
soc ia tion  o f P u b lic  Accountan ts, an o r ­
gan iza tion  to w h ich  I  was no t in v ite d  
to  be long and w h ich  I  regarded w ith  
suspicion, and whose in iq u it ie s  I  be­
lieve have n o t ye t been fu l ly  w r itte n , 
came to the  conclus ion th a t perhaps 
i t  w o u ld  be b e tte r to  in v ite  a l l o f those 
who were p ra c tic in g  in  the  c ity  o f 
Chicago to tu rn  in  and he lp secure the  
passage o f a b i l l .  The re s u lt was th a t 
some o f us who were no t o f the  e lect 
were in v ite d . A f te r  a l i t t le  tim e , hav­
in g  been p ro p e rly  inspected and fou nd  
to have no weapons, and we ha v in g  
inspected the  o th e r fe llo w s  and fou nd  
the stories o f th e ir  horns and ta ils  
to  be g re a tly  exaggerated, we go t down 
to  brass tacks and evolved an act o f 
w h ich  we were ve ry  p roud . I  th in k  
everybody had a few  w ords in  i t .  W e 
too k  i t  dow n to  S p ring fie ld . I t  was a 
g rea t de legation. George W ilk in s o n , 
one o f the  fine s t fe llow s  in  a l l  the  
w o rld , good o ld  scout th a t he is, was 
the  leader o f the  gang. Second in  
com m and was J. P o rte r Jop lin , who 
o u gh t to  have been here to n ig h t, b u t 
who fe lt  he had to  get to  F lo r id a  ac­
co rd ing  to  h is  o r ig in a l plans. I  b ro u g h t 
up the re a r in  th is  de legation . I  don ’t  
kno w  w h y  the y  to o k  me a long  b u t 
they  d id . W e go t down the re  and 
fou nd  th a t G overnor Yates, who was 
then in  the  second h a lf  o f h is  ad m in ­
is tra tio n , had become exceedingly un ­
po pu la r w ith  h is  ow n p a r ty  in  the  
G eneral Assem bly. O ur b i l l  p rov ided  
th a t G overnor Yates was to  ap po in t a 
board o f exam iners.
W e were to ld  by the  people who 
were o u r best fr ie n d s  the re  and on 
w hom  we had to  depend fo r  the  pas­
sage o f th is  le g is la tio n , th a t i f  any b i l l  
was presented th a t gave G overnor Yates 
any m ore patronage the y  were go ing 
to f ig h t i t  r ig h t  on the  ju m p . W e were 
in  a state o f cons te rna tion  and I  th in k  
George W ilk in s o n  had the  b r ig h t  idea 
o f go ing  over to  the  U n iv e rs ity  o f I l l i ­
nois to  see i f  the y  w o u ld  unde rtake  
the  d u ty  o f a p p o in tin g  the  exam in ing  
board, and the genera l a d m in is tra tio n  
o f th is  act. I  rem em ber w e go t D r. 
D raper on the  lo n g  distance telephone, 
som eth ing  o f an aw e -in sp ir in g  th in g  
a t the  tim e , because i t  w a sn 't ve ry  
o ften  th a t anybody ca lled  an o the r pe r­
son on the  te lephone as fa r  as fro m  
S p ring fie ld  to  Cham paign, and th a t isn ’t  
a jo k e  e ith e r. I  rem em ber m a rv e llin g  
a t the  w ay George W ilk in s o n  spent 
m oney on t h a t  darned telephone. 
D raper said we shou ld  come over, so we 
go t on a je rk -w a te r  t ra in  and b lew  
in to  Cham paign. W e w e n t in to  session 
w ith  D r. D rape r and some others ( I
have fo rg o tte n  who they w ere ; I  th in k  
D r. K in le y  was th e re ) , and we learned 
in  a day o r tw o  th a t, be ing  g iven  the  
o p p o rtu n ity  to  recast the  b i l l  accord­
in g  to  th e ir  ow n ideas, the y  w o u ld  
u nde rtake  to  a d m in is te r i t  i f  i t  were 
passed. The d ifferences in  the  b i l l  a f­
te r  i t  le f t  th e ir  hands were n o t ve ry  
great, and we too k  i t  w ith  en thusiasm  
back to  S p ring fie ld  and secured the  
coopera tion  o f James H . W ilke rso n , 
w ho is now  U n ited  States D is tr ic t  
Judge in  Chicago. He was the n  a 
m em ber o f the  L e g is la tu re  and he in ­
troduced  th e  b i l l .
W e the n  had some experience t r y in g  
to  ge t people in te res ted  in  th a t b i l l.  
George W ilk in s o n  was a fe llo w  who 
Was v e ry  m uch in c lin e d  to  h u r ry  th in gs  
along, and one o f the  le g is la to rs  to ld  
George, “ I f  you th in k  you are go ing to 
ge t th is  b i l l  th ro u g h  here in  fifte e n  
m inu tes  and catch a t ra in  back to 
Chicago, you are v e ry  bad ly  deceived. 
I  have an idea i t  m ay take ten  o r f i f ­
teen years to  ge t th is  th in g  th ro u g h .”  
George go t d iscouraged and q u it  the 
game, b u t M r. J o p lin  cou ld n ’t  be d is ­
couraged. I  was in c lin e d  to  resent the 
idea o f J o p lin  be ing  a n y  b e tte r s tic k e r 
th a n  I  was, so we h u ng  a round  the re  
a l l w in te r. W e nursed these fe llow s, 
we go t them  so rry  fo r  us, and th in g s  
go t to  lo o k in g  p re tty  good.
In  th a t L e g is la tu re  was a m em ber 
know n as Augustus W. Nohe. He came 
fro m  a west-side w a rd  and he was re ­
garded by the  newspapers as a ve ry  
dangerous in d iv id u a l. He tra in e d  w ith  
the  crow d th a t the  newspapers d id n ’t  
l ik e ;  he belonged to  the  gang and h is  
fa c tio n  was supposed to  be the  w o rs t 
fa c tio n  th a t ever appeared in  I l l in o is  
p o litic s . Y ou p ro ba b ly  read in  the  la s t 
s ix  weeks ju s t  w h a t was said abou t h im  
by rea d ing  w h a t was said w ith  respect 
to  a good m any candidates in  the  la s t 
e lection . I  had never kno w n  Gus. 
Somehow we h a dn ’t  tra in e d  a t the  same 
camp and I  was a fra id  to  tack le  h im .
I  th o u g h t I  w o u ld  avo id  M r. Nohe and 
w o u ld n ’t  take  any chances w ith  h im  
because I  be lieved the  newspapers. I  
h a dn ’t  said a w o rd  to  h im  u n t i l  one 
day com ing up on the  I l l in o is  C e n tra l 
tra in ,  a fte r  the  L e g is la tu re  had ad­
jo u rn e d  fo r  the  week, he approached 
me and said, “ Y o u r name is Gore, 
isn ’t  i t ? ”
I  said, "Y e s .”
H e said, “ I  am Gus N ohe.”
I  said, “ I  kne w  you w ere .”
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He said, “ You have a b i l l  dow n 
th e re .”
“ There is a b i l l  I  am in te res ted  in , ”  
I  said.
“ I t  is th a t  accoun ting  b i l l,  is n ’t  i t ? ”
“ Yes,”  I  said.
“ W e ll, I  am fo r  i t ,  and I  w i l l  he lp 
you  a ll I  can.”
I  tha nked  h im . B y  George, he d id  
and I  don ’t  know  ye t w h y  he tu rn e d  
in  and helped on th a t  b i l l,  b u t th a t  b i l l  
w o u ld  never have been passed i f  Gus 
Nohe ha dn ’t  been fo r  i t .  E ve ry  tim e  
he w o u ld  m eet me down the re  he w o u ld  
ask me how  I  was g e ttin g  a long, and 
i f  I  was ha v in g  any d iff ic u lty  he w ou ld  
go to  see them  fo r me. One day he 
asked me how the  b i l l  was g e ttin g  
a long  and I  said, “ J im  G a llagher w on ’t  
le t loose o f i t . ”  He was cha irm an  of 
the  com m ittee  on en ro lled  and en­
grossed b ills . “ He has i t  in  the  en­
ro lle d  and engrossed b ills  com m ittee . 
He has no t repo rted  back and i t  stays 
r ig h t  where i t  is .”  I  said, “ He w ants 
$100 to  le t  loose, and we d o n 't th in k  
i t  is w o rth  $100.”
Then he ca lled  h im  a name ve ry  
s ig n if ic a n t and said, “ You w a tch  m y 
smoke. I  w i l l  ge t J im .”  So he t i lte d  
o u t o f h is  seat and ra n  a round  some­
where. In  the  course o f an h o u r o r 
so I  saw h im  again. He said, “ Come 
and lo o k  a t the  J o u rn a l fo r  la s t T h u rs ­
day. I  th in k  th a t w i l l  sa tis fy  y o u .”  
I  w e n t and looked, and in te r lin e d  in  
the  J o u rn a l o f the  House fo r  the  p re ­
ced ing T hursday  was a re p o r t fro m  
the  com m ittee  on en ro lled  and en­
grossed b ills , re p o rtin g  back to  the 
House th is  p a r tic u la r  b i l l .  Gus de­
live red .
A f te r  th a t we d id n ’t  have any t ro u ­
ble. People go t to  l ik in g  us a round 
the re  and were so rry  fo r  us. W e hung  
a round  the re , you know , lik e  lone­
some pups. W e d id n ’t  have any bus i­
ness in  th a t  gang; we were a lto ge th e r 
o u t o f place down there . M r. J o p lin  
never was a p o lit ic ia n , and I  had been, 
b u t had re fo rm ed, so we w e ren ’t  ob­
jec ts  o f ve ry  g rea t in te re s t to  the 
gentlem en who composed the  Leg is la ­
tu re . B u t I  say, the y  go t so rry  fo r  us, 
and I  th in k  w h a t p u t the  b i l l  over was 
a s o rt o f fe e lin g  o f sym pa thy fo r  peo­
p le w ho have hung  a round  on w h a t 
was regarded as a h ig h ly  u n im p o rta n t 
p ro p o s itio n  th a t w asn’t  go ing  to  do 
anybody any ha rm  and p ro ba b ly  no t 
v e ry  m uch good. T h a t is how  the  b i l l  
go t th ro u g h .
A f te r  the  b i l l  had go tten  th ro u g h  
the  L e g is la tu re  and had become an 
accom plished fac t, the  B oard  o f E x ­
am iners was appo inted. I  be lieve M r. 
R e c k itt  was one o f the  f irs t, A . W . 
D u nn ing  ano the r, and C larence K n ise ly  
the  th ird .  C larence K n is e ly  was the
o rgan izer o f the  A u d it  Com pany o f 
I l l in o is  and died abou t f ifte e n  years 
ago. A . W . D u nn ing  was the w estern 
m anager o f the  A u d it  Com pany o f New 
Y o rk , and I  be lieve now  resides in  New 
Y o rk . M r. R e c k itt  is  here to n ig h t;  he 
was one o f the  m em bers o f th a t board, 
f i l l in g  i t  capably and ho no rab ly  as he 
has f il le d  every p o s itio n  he has ever  
been appo inted to . I t  is  one o f the 
pleasures th a t I  am experienc ing  a t th is  
m om ent th a t he is  in  good he a lth , is 
present, and is w ill in g ,  shou ld  the re  be 
need fo r  h im  to  do so, to  e xe rt h im ­
se lf in  beha lf o f the  C e rtified  P u b lic  
A ccountan ts o f I l l in o is  as in d u s tr io u s ly  
and as en th u s ia s tica lly  as he d id  
tw e n ty -five  years ago.
A fte r  the ap po in tm en t o f the B oard 
o f E xam ine rs  and a fte r  th e  pe riod  o f 
c e rta in ty  th a t ce rta in  gentlem en were 
go ing  to  be made C. P. A .’s under 
the  w a ive r clause, we fo rm ed  the I l l i ­
nois Society o f C e rtified  P u b lic  Accoun­
tan ts . The seven years th a t I  had been 
p ra c tic in g  before the  la w  was passed, 
made me a bene fic ia ry  o f th a t p a r tic u ­
la r  clause and I  have always been 
pleased th a t th a t was the  case. A t  
any ra te , w h ile  a lo t  o f us hadn ’t  go t­
ten  ou r certifica tes  we knew  the  Society 
was go ing  to  be fo rm ed . M ost o f the  
men who fo rm ed  i t  are a liv e ; one or 
tw o  have passed on. *
I  don ’t  rem em ber a g rea t deal abou t 
the  in i t ia l  m ee ting  o f the  Society; I  
don ’t  rem em ber m any o f the  de ta ils , 
bu t I  do reca ll th a t I  was elected secre­
ta ry , M r. A lle n  R. S m art was elected 
president, and as a re s u lt o f th a t ac­
quaintance we became pa rtners  in  busi­
ness, re m a in in g  as such fo r  tw e n ty -tw o  
years and p a rtin g  w ith  the  greatest 
respect fo r  each o th e r; a respect w h ich  
goes beyond th a t de sc rip tion  and be­
comes a lm ost a ffection .
The various  circum stances o f th a t 
o rg an iza tio n  are n o t l iv e ly  in  m y m em ­
ory . I  do rem em ber, however, some 
o f the  comedy th a t came about. A  
g rea t m any o f us were s trangers  up 
to  the  tim e  th a t the  C. P. A . la w  was 
b ro u g h t under discussion; we were 
qu ite  suspicious o f each o th e r. I  was 
ce rta in  th a t some o f the  gentlem en in  
the  practice  were bu rg la rs , o thers were 
m urdere rs , a n d  s t i l l  o thers horse 
th ieves, and m any o f them  h a lf-w its . 
A l l  o f the  o th e r gentlem en in  p ractice  
knew  th a t I  com bined these q u a litie s  
in  m yse lf. Seym our W a lto n , one of 
the  sweetest m en God ever le t live , 
to ld  me a few  years a fte r  the  date o f 
o rgan iza tion , th a t he had a lw ays up to 
the  tim e  o f the  fo rm a tio n  o f the  So­
c ie ty  and the acqua intancesh ip w h ich  
fo llow e d , regarded me as a dangerous 
character, one w ho cou ld  n o t possib ly 
be tru s te d  to do a n y th in g  s k i l l f u l ly  o r
ho no rab ly  o r honestly . I  said, “ M r. 
W a lto n , I  am  n o t go ing  to  te l l  you 
w h a t I  th o u g h t abou t you and J o p lin .”
T h a t il lu s tra te s  th e  s itu a tio n  as i t  
existed then. W e re a lly  suspected each 
o the r. I  d o n 't know  w h y  i t  was, bu t 
we had no respect, one accountant fo r 
an o the r; we had no idea th a t  the 
o th e r fe llo w  knew  h is  business, and 
the  s itu a tio n  was bad. There was no 
cons idera tion  fo r  each o th e r a t a ll. As 
a re s u lt o f th a t  o rg an iza tio n  a very 
d iffe re n t a tm osphere was produced. I t  
w asn’t  ve ry  lo n g  u n t i l  we were o f the 
op in ion  th a t  perhaps th e  gentlem en 
w hom  we had regarded as h a lf-w its  
were our superiors in  accomplishments 
and we had b e tte r lo o k  w e ll to  ou r 
la u re ls  o r the y  w o u ld  ru n  aw ay fro m  us. 
W e also became convinced th a t m ost o f 
the  gentlem en w hom  we suspected re a lly  
d id  no t deserve to  be in  the pen iten tia ry . 
W e go t a long  to  the  p o in t, perhaps, 
w here m ost o f you gentlem en became 
acqua inted w ith  us and we were able 
to  respect each o ther. F in a lly  we were 
a l l engaged in  the  noble a r t  o f d is­
cove ring  and re la t in g  the  t r u th  and 
d iscove ring  like w ise  th a t the re  was 
g re a t a b il i ty  res iden t in  the  o the r man, 
and th a t he, too, was honest and hon­
orable and e n tit le d  to  respect and con­
fidence.
As a re s u lt we have a profession 
characterized in  Chicago by good fee l­
in g  between the  gentlem en engaged in  
i t  and enthusiasm  fo r  th e ir  pro fession 
th a t is ce rta in  to  b r in g  i t  in to  m uch 
g rea te r prom inence th a n  i t  has yet 
reached.
Those are the  th in g s  th a t I  rem em ­
ber o f 1903. M r. R e c k itt  is here w ith  
a fu n d  o f in fo rm a tio n  g re a te r than  
th a t  w h ich  I  possess and he is go ing 
to  sp rin g  i t  on you. I  fee l th a t I  
o u gh t no t deprive  you lo ng er o f the 
p riv ile g e  o f lis te n in g  to  M r. R e c k itt. 
I  fee l a l i t t le  em barrassed s tand ing  
here and occupying the  p o s itio n  o f a 
p a tria rc h . I  fee l I  ou gh t to  have a 
lo ng  w h ite  beard and m y tee th  should 
a l l have disappeared, m y head should 
be bare o f h a ir ,  and I  shou ld  gene ra lly  
have the  appearance o f Noah as he is 
p ic tu re d , w herever any adventuresom e 
a r t is t  has a ttem p ted  to  p ic tu re  h im . I  
fee l I  am  d isap p o in tin g  you  gentlem en 
when I  f a i l  to  appear lo o k in g  ju s t  lik e  
th a t. H ow ever, I  assure you I  fee l th a t 
o ld.
T han k  you ve ry  m uch fo r  hav ing  
w anted me to  address th is  o rg an iza tion  
to n ig h t. There  is none o th e r th a t is 
closer to  m y h e a rt tha n  th is , the f irs t  
p ro fess iona l o rg an iza tio n  I  ever jo ined . 
I  w a n t to  be an active  m em ber o f the  
I l l in o is  Society o f C e rtified  P u b lic  A c­
countan ts c lear up to  the  day when a 
ha lf-dozen o f you c a rry  me to  the  h i l l ­
side w here  I  am to  take  m y long  rest.
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B y  E R NE S T R E C K IT T , C. P . A .
W hen I  w a lked  over here th is  eve­
n in g  I  w a lked  w ith  a l ig h t  step and a 
happy heart, because I  had the  idea 
th a t I  w asn’t  go ing  to be ca lled  upon 
to  speak. W hen I  go t here somebody 
said, “ W e are go ing  to have some re ­
m arks  fro m  you .”
I  said, “ N o .”
“ Oh yes, we a re .”
W e ll, I  fe lt  ve ry  m uch lik e  the  b r id e ­
g room  a t the  w edd ing  b re a k fa s t who 
was called upon by a lo t o f h is  fr ien ds  
fo r  a speech, and these fr ie n d s  o f h is 
knew  th a t the last th in g  he ever wanted 
to  do was to  m ake a speech. F in a lly  
he fe lt  he had to  t r y  to  do som eth ing 
and he go t up. H is  legs were fe e lin g  
a l i t t le  weak and to get some support 
he unconsciously p u t h is  hand  upon 
the  b r id e ’s shoulder, and he said, “ L a ­
dies and G entlem en: T h is  th in g  has 
been forced upon m e.”
I f  I  have to  m ake any rem a rks  a t 
a l l  I  w i l l  have to go a l i t t le  back of 
those made by M r. Gore. I t  was m y 
good fo rtu n e , o r o therw ise, I  do n ’t 
know  w h ich , to  b reak in to  the  ac­
countancy pro fession  in  Chicago in
1891. I  go t a job  as a ju n io r  accoun­
ta n t, I  suppose you w o u ld  ca ll i t ,  w ith  
a w e ll kno w n  and o ld  established firm . 
I  had the  foo lha rd iness, as a l l  o f us 
young accountants had in  those days, 
to  believe th a t I  knew  a good deal, 
so abou t fo u r  o r five m onths la te r  I  
s ta rted  m y ow n practice.
Accountancy in  those days was ve ry  
d iffe re n t fro m  w h a t i t  is today. As 
M r. Gore said, the  accoun tant was usu­
a l ly  ca lled in  a fte r  the  horse had fled 
the  stable, o r i f  the  books were o u t o f 
balance. The bond ing  com panies had 
s ta rted  ju s t  a s h o rt tim e  previous, and 
i t  was then  the custom, m ore or less, 
to  bond tru s te d  employees. T ha t, to ­
ge the r w ith  the  fa c t th a t a good deal 
o f  B r it is h  m oney had been invested 
over here in  pack ing  houses, insurance 
com panies, and breweries, also resu lted  
in  o u r g e ttin g  some w o rk . I  th in k  
p ro ba b ly  the  f ir s t  w o rk  I  ever d id  was 
in  a pack ing  house in  Kansas C ity . 
The sen ior p a rtn e r w o u ld  come down 
the re  and la y  ou t the  w o rk  fo r  me to 
do, leave me the re  fo r  a week, and 
come back to  see how  I  had done it .  
The next jo b  I  had was a pack ing  house 
in  Omaha. I  rem em ber ve ry  w e ll com­
in g  back fro m  th a t jo b  and m y good 
fr ie n d , F ranc is  Roberts, who was then 
a sen io r accoun tant in  the  f irm  o f 
B arrow , Wade, G uthrie  & Company, 
un de rto ok  to te ll me how  I  shou ld  pre­
pare  ce rta in  s ta tem ents o f accounts and 
I  p ro fite d  ve ry  m uch by h is he lp .
In  those days, too, the  accountants 
used to  lo o k  upon one ano the r w ith  a
good deal o f  susp ic ion and i t  w asn’t  
u n t i l  1897 ( I  th in k  one year a fte r  the 
f ir s t  C. P. A. was ever passed in  the 
State o f New Y o rk ) ,  George W ilk in s o n  
and m yse lf and one o r tw o  others de­
cided we ou gh t to  get busy and o rgan­
ize a Society. W e w ent a round  c a ll­
ing  upon some o f these people whom  
we suspected as be ing horse thieves, 
and so fo r th , as o u tlin e d  by  M r. Gore, 
and we fou nd  the y  were ve ry  decent 
fe llow s. As a re s u lt we go t up a l i t t le  
society ca lled the  I l l in o is  A ssoc ia tion  
o f P u b lic  A ccountan ts, and I  am go ing 
to read you a few  o f the names o f the  
people w ho f irs t  jo in e d  th a t Society. 
Some o f them  you kno w  w e ll;  some 
o f them  have passed on:
George W ilk in s o n , who was the  g rea t 
m oving  s p ir it  in  th a t w o rk ; M r. Sea­
man, Seym our W a lto n  and M r. J. P o r­
te r  Jop lin , and I  rem em ber ve ry  w e ll a 
young  m an was th e ir  sen io r accountant, 
M r. B ro w n ; and the re  was M r. Shaw 
and M r. Buchanan o f K idson , B uch ­
anan &  Company, M r. H a w le y  and M r. 
Jones o f Hawley-Jones & Company, and 
M r. A r th u r  Young o f A r th u r  Young &  
Company. Then, o f course, the re  was 
M r. Jones and M r. Caesar o f Price, 
W aterhouse &  Company, and M r. John 
A lexander Cooper. I  w ish  we had w ith  
us today M r. F ra n k  Boughey. He is 
a live  and w e ll and ho lds a ve ry  im ­
p o rta n t o ffic ia l p o s itio n  w ith  F a irbanks , 
Morse &  Company. M r. A lle n  S m art 
belonged and tw o  o f h is assistants, 
M r. R in g  and M r. P ic k e tt, I  believe. I  
rem em ber tw o  o th e r men, M r. R. O. 
M cDonald and M r. R a lph  Cant. I  m ay 
have fo rg o tte n  one o r tw o  o f those 
names.
W e used to  have m eetings and we 
used to  discuss ju s t  abou t the  same 
th in g s  you are discussing today. W e 
discussed deprec ia tion  and surp lus , cap­
i ta l  surp lus, how  to  va lue inven to ries , 
how  to  get up repo rts  w h ich  w o u ld  in ­
te res t ou r c lien ts, so i t  ju s t  goes to  
show the re  is n o th in g  new under the  
sun. I  th in k  we tr ie d  to  cover the 
w hole gam ut. P rob ab ly  m any th in gs  
have developed since then th a t we 
d id n ’t  touch  upon. So m any o f the 
financ ia l pe rp lex itie s  the  accoun tant has 
today perplexed us then. We had quite 
in te re s tin g  discussions and a t the end 
o f the evening we w o u ld  go away fee l­
in g  p re tty  m uch as we do a t th is  m eet­
ing. W e c e rta in ly  b ro u g h t ou t some 
po in ts  and I  th in k  we a ll benefited by 
it .
I  suppose i f  we were to go back to 
the  days o f Joseph, who stored the 
corn  in  E gyp t d u r in g  the  seven years 
o f p len ty , and i f  we cou ld  find  the  w r i t ­
ings o f the pries ts  o f Is is  o f those days, 
we w ou ld  p robab ly  find  they were dis­
cussing costs ju s t the same as we are 
today.
I  don ’t  suppose you have come here 
to n ig h t to  lis te n  to  any discussion o f 
the accoun ting  m ethods w h ich  to o k  
place in  those days, b u t I  have in  m y 
m em ory ju s t  a few  ra th e r fu n n y  in ­
c iden ts  in d ic a tin g  the a tt itu d e  o f the  
p u b lic  in  those days. I  rem em ber on 
one occasion business had been very, 
ve ry  s lack. I  don ’t  suppose I  had had 
a new jo b , perhaps, fo r  th ree  m onths. 
I  was g e ttin g  ra th e r  d isheartened and 
tw o  m en came in  to  see me. They said 
th a t I  had been ve ry  h ig h ly  recom ­
m ended and the y  w anted  me to  a u d it 
th e ir  books, and w h a t w o u ld  be the  
cost. I  said I  d id n ’t  know. I  would 
have to  see the  books firs t.
Oh, they said, they d idn ’t  see th a t th a t 
was necessary.
I  said, “  Y ou don ’t. H ow  am I  go­
in g  to  estim ate  how  m uch the  a u d it 
is  go ing  to  cost? H ow  m uch were yo u r 
sales la s t yea r? ”
“ F ive  hu nd red  thousand d o lla rs .”  
“ W h a t is the  average am oun t o f each 
sale?”
“ A b o u t f i f ty  d o lla rs .”
So I  said, “ I  im ag ine  i t  w o u ld  take  
ten  days o r tw o  weeks to  do i t . ”
They laughed a t me and said, “ T h a t 
is p e rfe c tly  r id icu lo u s . La s t year we 
engaged M r. S m ith . He was a l ig h t ­
n in g  ca lc u la to r; he was a c racke r-jack  
o f an accoun tant. H e  cou ld  read fig ­
ures lik e  m ost people cou ld read a 
book. W e engaged h im  and he came 
in  and too k  the  ledger and tu rn e d  over 
the  leaves th is  way, and i t  too k  h im  
about an h o u r o r so. W e pa id  h im  
$25 and he gave us a c e rtif ica te .”
I  to ld  them  I  was ve ry  s o rry  th a t I  
was no t a lig h tn in g  ca lcu la to r and they  
had b e tte r ge t o u t o f m y office before 
I  k icke d  them  ou t.
I  rem em ber ano the r fe llo w  com ing 
in . He w anted us to  a u d it h is  books 
and I  to ld  h im  I  w o u ld  be ve ry  g lad 
to  do it .  I  th o u g h t I  had h im  a l l 
na iled  and th a t I  had landed the  job , 
b u t a l l o f a sudden he said to  me, 
“ D id  you ever a u d it the  books o f the 
m a n u fa c tu r in g  concern th a t made 
mouse tra p s ? ”
I  said, “ I  am  so rry , I  never au d ited  
a mouse tra p  fa c to ry  be fo re .”
F ro m  th a t p o in t on I  cou ld  see the 
case was lost, and even to  th is  day I  
have never au d ited  the  books o f a 
concern th a t m anu fac tu red  mouse 
traps.
I  don ’t  kno w  w h e the r i t  was in  m y 
office th is  c ircum stance occurred, b u t 
we used to  do a good deal o f a u d itin g  
o f B r it is h  insurance companies. I  re ­
m em ber one concern where we w ent 
in  every week to  see w he the r the  book­
keepers had used too m uch b lo tt in g  
paper, and so on and so fo r th .  A t  
any ra te  we had to  exam ine every d is­
bursem ent and go in to  th in gs  th o r ­
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o ugh ly . One t im e  I  had a new ju n io r  
and I  to ld  h im  w h a t to  do— check up 
ad d itions , and in  abou t h a lf  an h o u r 
I  w e n t down to  see w h a t he was do ing.
I  fou nd  he was m a k in g  the  ad d itions  
o f the  insurance p o licy  num bers.
In  the  course o f m y  experience I  
have seen a g re a t change made in  
books o f accoun ting . In  the  ea rly  
days I  m anaged to  get qu ite  a good 
deal o f m uscu la r developm ent in  h a u l­
in g  around those b ig  ledgers. You re­
m em ber the  ledgers abou t th is  th ic k  
and th is  w ide  and th is  lo ng  ( in d ic a t­
in g ) .  W e had to  c a rry  them  around 
and tu rn  over the  leaves. W e d id n ’t  
have any c o n tro ll in g  accounts in  those 
days a t a ll, and I  rem em ber we used 
to  have to  check the postings o f ne a rly  
every de b it and c re d it o f custom ers’ 
accounts. The w o rs t set o f books I  
ever saw was one tim e  w hen I  w e n t in  
to  m ake an exam ina tion  and the  head 
bookkeeper came to  me and said, 
“ Have you seen o u r new system ?”
I  said, “ N o .”
“ W e have a w o n d e rfu l system  here. 
W e have a cash book and a jo u rn a l and 
a ledger a ll in  one book .”
I  said, “ F ine , le t ’s see i t . ”
He to o k  me to  the  safe and the re  was 
a book th a t lo ng  and th a t th ic k  ( in ­
d ic a tin g ) , and in  the  cen ter o f the  page 
was a co lum n and s tre tc h in g  o u t in to  
perspective were colum ns on e ith e r 
side. T h a t was the  w o rs t specimen 
o f a book th a t  I  ever saw.
I  w i l l  te ll one m ore s to ry  and then  
I  m ust s it  down. I  rem em ber w hen 
card  indexes f ir s t  came in , and we were 
ca lled in  to  f in d  o u t the  tro u b le . T hey 
co u ld n ’t  balance th e ir  books and I  w en t 
over and tr ie d  to  see how  they  were 
do ing  th in gs . I  no ticed  a g ir l  go t up 
fro m  he r desk and w e n t to  a d ra w e r 
and p u lle d  o u t a card  and p u t the  card 
in  an envelope and began to  address 
the  envelope. I  w e n t up  to  h e r and 
said, “ W h a t are you go in g  to  do w ith  
th a t  ca rd? ”
“ The custom er w ro te  to  us and 
w anted  a sta tem ent o f h is  account, so 
I  am ju s t  m a ilin g  i t . ”
There  were good tim es in  those days, 
neverthe less. T hey say experience is 
the  best teacher. W e d id n ’t  have any 
schools to  go to  lik e  you boys have had. 
W e s im p ly  had to  get experience by 
ha rd  knocks and som etim es I  w onder 
w h ich  school is the  best. I  th in k  you 
fe llow s  are ha v in g  the  best o f i t .
Y ou  have heard  fro m  M r. Gore w h a t 
happened in  1903, so I  am  n o t go ing  
to  speak any fu r th e r  on th a t p a rt, ex­
cept to  state th a t  M r. Gore has been 
exceed ing ly m odest as to  w h a t he d id  
w hen the f ir s t  C. P. A . la w  was passed 
in  the  state o f I l l in o is .  I  hope th a t 
you boys w i l l  have the  pleasure o f see­
in g  M r. Gore w ith  you fo r  m any, m any
years, indeed, and th a t i t  w i l l  be in  the 
fa r  d is ta n t fu tu re  w hen any such un ­
happy event happens as he re fe rre d  to.
Public A ccou n tin g  in  1928
B y  GEORGE W . RO SSETTER , C. P . A .
M r. R e ck itt m entioned th a t he came 
here to n ig h t w ith  a l ig h t  heart and a 
qu ick step because he though t he was 
no t to  be called upon to  speak. I  came 
here w ith  a heavy heart and a p a in fu lly  
slow step because I  was to  speak. To 
add to  m y d iscom fort, a l l o f these ex­
presidents were called upon who one af­
te r the other gave voice to  the  very 
th ings I  had in  m ind, leaving  me very 
poor indeed.
Speaking to  m y subject— P ub lic  Ac­
counting  in  1928. I  rea lize as you a ll 
do th a t i f  our profession has made prog­
ress, i f  we have achieved much, i f  we 
have a h ig h  present-day standing, i t  is 
due alm ost e n tire ly  to  the  good w o rk  of 
these men to  whom we have listened 
to n ig h t and others lik e  them. These 
men blazed the t r a i l ;  they removed a ll 
obstacles. B y  th e ir  pioneer w ork , they 
made easy the path w h ich  we have fo l­
lowed. The accountant o f today is th e ir  
beneficiary and g ra te fu lly  acknowledges 
h is  debt to  them.
The accountant o f 1928 occupies a very  
h igh  place in  the a ffa irs  o f the nation . 
He is held in  h igh  esteem by h is  fe llow  
men. H is  position  is  second to  none 
among the professions. T ha t he deserves 
th is  recognition, there can be no dispute, 
because he has worked and served fa ith ­
fu lly ,  lo ya lly , and w e ll. C ontrast h is 
present pos ition  w ith  th a t o f 1903. Twen­
ty-five years ago few  A m erican business 
men knew w hat a pub lic  accountant was 
or w hat he did. He d id  not have a very  
h ig h  standing. Today a ll is  changed, the 
accountant is taken seriously and his 
standing is recognized by a ll.
W ha t has brough t about th is  rem ark­
able change? Probably the ou tstanding 
reason is  the general excellence of the 
accountant’s w ork. The pub lic  account­
an t has not stood s t i l l ,  each year finds 
h im  doing be tte r w ork. The accountant 
o f 1928 is serving more in te llig e n tly  than 
ever before. He is  be tte r tra ined , he 
understands m ore about the problems of 
business, he has a broader v is ion , he is  
more lib e ra l in  h is  views. He is ren­
dering  be tte r reports, reports th a t mean 
more to  c lien ts  and the public.
The accountant is  no longer a mere 
checker of figures. The adoption of com­
prehensive service classifications by ac­
countants has done m uch to  im prove 
th e ir  service. I t  has brought about a 
be tte r understand ing between the ac­
countant and h is  c lien t and has given the 
s ta ff accountant a be tte r and clearer idea 
o f w ha t is  required. I t  w i l l  be a happy 
day when the A m erican In s titu te , The
A m erican Society o f Certified P ub lic  Ac­
countants, and a ll o f our accountants’ so­
cie ties get together and adopt a un ifo rm  
service classification. Such action would 
m a rk  another progressive step. Those 
accountants who have adopted service 
classifications, even though they lack u n i­
fo rm ity , te s tify  from  th e ir  experience of 
the  excellent resu lts obtained. N o t only 
is the accountant do ing be tte r w o rk , bu t 
he has m ore o f i t  to  do. Twenty-five 
years ago there were on ly a few  hun­
dred p ra c tic in g  accountants in  Am erica. 
Today there are thousands. In  those 
ea rly  days the to ta l annual fees paid to 
accountants were very  sm all as compared 
w ith  the m illio n s  o f do lla rs now collected.
The accountant has kep t pace w ith  the 
development o f the  country . He has been 
favored by the  enactm ent o f Federal and 
State laws im posing income taxes, and 
o f State secu rity  laws (the so-called Blue 
Sky law s). The unprecedented g row th  
o f pub lic  u t i l i t ie s  w ith  a ll th e ir  a ttendant 
problems has g iven h im  an opportun ity  
w h ich  he has grasped. Com m ercial bank­
ers have given h im  fu l l  recogn ition , and 
demand accountants’ reports as a basis 
fo r  cred it. The inves ting  pub lic  (now 
greater than ever before because o f the 
savings being made by men and women 
in  every w a lk  o f life )  demands account­
ants’ reports  on pub lic  offerings o f se­
curities  ; the investm ent bankers have 
long since learned to  depend upon ac­
countants to  b r in g  them  facts on w h ich 
to  b u ild  th e ir  financ ia l structures. L ife  
insurance companies count i t  wise to  have 
annual audits o f th e ir  companies fo r  the 
benefit o f officers, d irectors, and po licy­
holders. Dozens of o ther examples could 
be c ited to  prove the po p u la rity  o f the ac­
countant and as testim ony o f h is  value 
to  the general public.
Nowhere, perhaps, is  the contrast be­
tween 1903 and 1928 m ore s trong ly  re­
vealed than  in  the  a ttitu d e  of the ac­
countant tow ard h is  own profession. In  
the olden days the profession d id  not ap­
pear to  offer m uch o f a fu tu re , e ithe r in  
respect to  prestige o r financia l re tu rn . 
Men entered the profession because of 
its  fasc ina tion  or because they realized 
th a t the experience w ould f i t  them  fo r 
positions in  trade and indus try . Many 
of the best accountants le f t  the  profes­
sion fo r  o ther fields o f endeavor. Through­
out the land we see men in  h ig h  places 
who once were members of our profes­
sion. On the whole, they have made 
good wherever they have gone.
Today the accountant is no t so prone 
to seek o the r fields. He is re luc tan t 
to  q u it h is profession, rea liz ing  th a t de­
spite the  te r r if ic  s tra in  on h is  v ita l ity ,  
the long tedious hours he puts in , the 
nerve-racking busy season, the profes­
sion, in  the fina l analysis, holds much 
th a t is good. There m ust come to every 
accountant great sa tis faction  in  the  real- 
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The Importance of Correctness
W IL L  R O G E R S  sa y s  a l l  h e k n o w s  is  w h a t  h e  r e a d s  in  t h e  n e w s p a p e rs ,  I  b e lie v e  
in  n e w s p a p e rs  a n d  I  r e a d  th e m , b u t  I  
d o  n o t  r e a d  m a n y  p a p e r s  to  a n  a s ­
s e m b le d  c o n v e n tio n . I  u s u a l ly  sa y  
w h a t  I  t h in k  a n d  s a y  i t  q u ic k ly , a n d  
m y  t a lk s  a lw a y s  h a v e  o n e  m e r i t ,  a n d  
t h a t  is  t h a t  w h e n  th e y  a r e  o v e r , y o u  
d o n ’t  r e m e m b e r  w h a t  I  s a id ,  a n d  n e i th e r  
d o  I ,  a n d  n e i th e r  o f  u s  c a re ,  a n d  a l l  of 
u s  a r e  h a p p y . P e r h a p s  i t  m ig h t  b e  b e t ­
t e r  i f  I  to o k  m o re  c a re  a n d  t r ie d  to  p re ­
p a r e  a  p a p e r  f o r  a  g ro u p  o f te c h n ic ia n s  
— a  g ro u p  o f  m e n  w h o  a r e  w o rk in g  in  
b u s in e s s  a n d  a r t  a n d  sc ie n c e  a n d  co m ­
m e rc e  a n d  r e s e a r c h ,  b e c a u se  t h a t  is 
w h a t  y o u  a r e .  I f  I  to o k  m o re  c a re  a n d  
m o re  p a in s , i t  w o u ld  be  b e t t e r ,  f o r  i t  
m ig h t  a p p e a r  t h a t  I  a m  u n d e r e s t im a t ­
in g  th e  v a lu e  o f  y o u r  se rv ic e s . B u t  
t h a t  is  n o t  t r u e  a t  a l l ,  a n d  if  th e r e  is  
a n y  u n d e r e s t im a t io n  a t  a l l  in  c o n n e c ­
t io n  w i th  y o u r  p ro fe s s io n , i t  is  u p o n  
y o u r  o w n  p a r t  a n d  n o t  m in e , i f  y o u  
w il l  p a rd o n  m e  f o r  so  s t a t i n g  a n  a b so ­
lu te  f a c t .  I  h a v e  a lw a y s  h a d  a  q u a r re l  
in  m y  h e a r t— I  do  n o t  h a v e  m a n y  a n d  
th e y  a r e  n o t  v io le n t— w ith  te c h n ic a l  
m e n . I  h a v e  h a d  q u a r r e l s  w i th  e n g i ­
n e e r s ,  q u a r r e l s  w i th  a c c o u n ta n ts ,  q u a r ­
r e ls  w i th  th e  m e d ic a l  p ro fe s s io n , a n d  
w i th  th e  p ro fe s s io n  w h ic h  h a s  j u s t  
b e e n  r e p re s e n te d  h e re  so  a b ly , t h a t  o f  
th e  la w , in  t h a t  I  t h in k  th e y  a r e  so  e n ­
th u s ia s t ic a l ly  e th ic a l  t h a t  th e y  in ju r e  
th e m se lv e s  a n d  th e  s e rv ic e s  th e y  r e n d e r  
to  th e  p u b lic . Y o u  a n d  th e y  h a v e  a  
r i g h t  to  ju d g e  th o s e  m a t te r s ,  a n d  i t  is  
n o t  f o r  m e  to  p a s s  u p o n  th e m . I  h a p ­
p e n  to  k n o w  t h a t  a c c o u n ta n ts  a r e  im ­
p o r t a n t  a n d  so  a r e  t h e i r  s e rv ic e s , a n d  
y e t, in  m a n y  in s ta n c e s ,  in  th e  h is to r y  of 
th e  b u s in e s s  w o r ld , a n  a c c o u n ta n t  is  n o t  
g iv e n  a n y  c r e d i t  a t  a ll .  W e m a y  r e a d  
s ta te m e n ts  a n d  b u s in e s s  s h e e ts  fo r  
h o u r s  a n d  a g e s , b u t  u n t i l  v e ry  r e c e n t  
y e a r s  w e  th o u g h t  n o th in g  a b o u t  th e m  
e x c e p t  a s  a  c e r t if ic a t io n  o f th e  c o r re c t ­
n e s s  o f th e  d o c u m e n ts . B u t  to d a y , in  
1 9 2 8 , f ro m  y o u r  u n if ie d  e f fo r ts  a n d  
y o u r  h a rm o n iz in g  w o rk , y o u r  a n a ly s is ,  
t r a in in g  a n d  e x p e rie n c e , a b i l i ty  a n d  in ­
t e g r i ty ,  n o  b u s in e s s  d e a l  o f  a n y  m a g n i ­
tu d e  w h a te v e r  is  e v e n  c o n s id e re d  b y  a  
l e g i t im a te  b u s in e s s  m a n  u n t i l  th e r e  is  
a  c e r t if ic a t io n  b y  a  re c o g n iz e d  p u b lic  
a c c o u n ta n t .  I  h a v e  a n  id e a , a n d  I  t h in k  
I  so  s t a te d  in  a n o th e r  c o n v e n tio n , a t  
w h ic h  y o u r  P r e s id e n t  w a s  p re s e n t ,  t h a t  
a c c o u n ta n ts  h a v e  b e e n  im p o r ta n t  s in c e  
th e  b e g in n in g  o f  tim e . I  h a v e  id e a s  o f  
m y  o w n  t h a t  c o r re c tn e s s  a n d  a c c u ra c y  
h a v e  b e e n  e x tr e m e ly  im p o r ta n t  in  e v e ry  
a g e , in  e v e ry  m o v e  o f  p ro g re s s  a l l  d o w n
B y  E A R L  W . HODGES, New  Y o rk  C ity , 
N . Y .
H A R R Y  L. V IS E R , C. P . A . o f  S h rev e­
p ort in  in tro d u c in g  M r. H o d g es  to  th e  m em ­
b ers o f  T he A m er ica n  S o c ie ty  a t  i t s  N e w  
O rlean s m ee tin g , s a id :
M r. H o d g e s  is , I  b e liev e , a  r ep re sen ta tiv e  
o f  w h a t m ig h t be term ed  big  b u sin ess— or­
g a n ized  b u sin ess— p u b lic  ser v ic e  b u sin ess. 
T h at is  p a r t o f  our  job s, fe llo w s , p u b lic  se r v ­
ice. I  th in k  th a t  M r. H o d g es  ca n  b r in g  y o u  
on e  or tw o  s id e  l ig h ts  th a t  w ill  b e  v e r y  u s e ­
fu l to  u s  h e r ea fte r  in  our d a ily  rou tin e. H e  
h a s  a  lo n g  an d  w id e  an d  v a r ied  exp erien ce  
in  m a n y  d ifferen t b u sin ess  fie ld s. H e  h a s  
b een  rep orter  on  a  n ew sp a p e r , h e  h a s  b een  a  
p o litic ia n , he h a s  b een  S e cre ta r y  o f  S ta te  o f  
one o f  our so v er e ig n  s ta te s  h ere  in  th e  Sou th , 
an d  h e  is  n o w  w ith  H e n r y  L. D o h er ty  & 
C om pan y o f  N e w  Y ork  C ity , a s  D irec to r  o f  
P u b lic  R e la tio n s , b u t r eg a r d le s s  o f  w h a t he  
is  to d a y  or w h a t h e  m a y  be tom orrow  or ten  
y e a r s  fro m  n ow , th e  h u m a n ity  o f  M r. H od ges, 
I  th in k , w ill ca rry  a  s tr o n g  a p p ea l to  y o u  
h ere  th is  a ftern oon .
th ro u g h  the annals o f tim e . I t  was 
c e rta in ly  im p o rta n t th a t the s ta r be in  
the r ig h t  place fo r  the Babe in  the  
M anger when th e  W ise Men o f the  East 
were seeking H im  who a fte rw a rds  grew  
in to  the  m ost w o n d e rfu l cha racte r in  a l l 
h is to ry . T h a t was c e rta in ly  im p o rta n t, 
and i t  is  im p o rta n t everyw here and a ll 
the  tim e  in  every corne r o f  th e  w o rld . 
I t  is im p o rta n t th a t  e ve ry th in g  should 
be accu ra te ly  done. I t  is im p o rta n t in  
every b ig  u n d e rta k in g  th a t  the re  be 
some k in d  o f c e rtifica tio n .
U sua lly  in  h is to ry , as we read it ,  an 
in d iv id u a l ce rtifies  to  the  co rre c t­
ness o f i t — the scribe is the re  to  a ttes t 
the  accuracy o f a docum ent o r a paper 
o r a sc ro ll. I  have an idea they counted 
w ith  corn, g ra in  o r shekels, back to  the 
b e g inn ing  o f the  f irs t  dawn o f the  f irs t  
day in  th is  w o n d e rfu l w o rld  o f ours, 
and as we become w h a t we believe 
m ore m odern ized in  th is  hum an race 
o f ours, I  do n o t th in k  the re  shou ld  be 
any less stress p u t upon th e  im portance  
o f accuracy in  a r t  and science and re ­
search th a n  the re  was in  those ea rly  
days w hen g ra ins  o f corn— w hen peb­
bles o r c rude shekels— m oney— were 
ce rtif ie d  by one o r m ore in d iv id u a ls  as 
to  its  correctness.
So i t  is a sp lend id  th in g  th a t  you 
should ga the r toge the r in  yo u r annua l 
conven tion . I t  is  sp lend id  th a t you 
become m ore en thus ias tic  in  yo u r w o rk  
and th a t you b e tte r q u a lify  yourselves 
to  serve. I t  is sp lendid , c e rta in ly , th a t 
you are becom ing m ore gene ra lly , m ore 
pe rm anen tly , recognized as a b ig , 
p o w e rfu l force, and g e ttin g  use fu l re ­
su lts, as th e  days go by. W e see every 
day th e  advantages o f g e ttin g  toge the r 
— of o rg an iza tio n . I  can re ca ll the 
tim e  n o t so long  ago w hen the re  were 
no w om en’s clubs. Today they are 
everywhere, and th e y  are re a l forces 
fo r  co rre c t in fo rm a tio n , fo r  good, fo r  
progress, over the  land  and over the  
w o rld . I  can re c a ll w hen the re  was 
p ra c tic a lly  no business o r com m erc ia l 
o rg a n iza tio n  o f any cha racte r w hateve r, 
and no a g r ic u ltu ra l o r  h o r t ic u ltu ra l o r ­
gan iza tion . You and I ,  a l l o f us, re ca ll 
w hen the re  was no o rg an iza tio n  am ong 
the  ra ilro a d s  o f the  cou n try , and when 
they  w ere  c u tt in g  th e  th ro a ts  o f one 
anothe r. W e rem em ber w hen the re  
was no o rg an iza tio n  o f the  pu b lic  u t i l i ­
ties o f the  cou n try , and one tr ie d  to 
f ig h t the  o th e r, even a t sacrifice prices. 
Y ou  re c a ll w hen banks w ere n o t o r ­
ganized and w hen m erchan ts and doc­
to rs  and law yers  were no t, on up and 
down th ro u g h  the  lis t.  B u t today you 
see v e ry  l i t t le  o f th a t. W e o n ly  see one 
fo rce  p ra c tic a lly  unorganized , and the y  
are e te rn a lly  c ry in g  fo r  re lie f ,  and I  
don ’t  b lam e them , and th a t is th e  a g r i­
c u ltu ra l e lem ent, seeking re lie f. W hen 
the y  once become in te ll ig e n t ly  o rgan­
ized, and every p o lit ic ia n  in  th e  c o u n try  
today is sw earing  to  h ig h  Heaven th a t 
he w ants to  he lp  organ ize them  and 
save the  w o r ld — w hen they  once be­
come organ ized, th e re  w i l l  be no fu r th e r  
cries ab ou t re lie f .  Y ou  are n o t c ry in g  
fo r  re lie f,  and we are no t c ry in g  
fo r  re lie f.  W e are a t w o rk . W e are 
t r y in g  to  rende r rea l service. Some o f  
o u r p o lit ic a l and sem i-gove rnm enta l o r­
gan iza tions m ay question  the  m ethods 
o f th is  o r  th a t business o rgan iza tion , 
because i t  is w e ll organ ized to  ren de r 
e ffic ien t service a t the  least possib le 
cost to  th e  p u b lic  and  pay a reasonable 
re tu rn  on the  invested d o lla r . T h a t 
w i l l  n o t w o rry  the  re a l A m erican  peo­
ple. Business w i l l  go ahead and the  
wheels con tinue  to  tu rn , and the re  w i l l  
be m ore  w o rk  fo r  you  to  do every day 
as tim es goes on, and m ore dem and fo r  
efficiency, fo r  honesty, fo r  econom y, 
th a t comes fro m  the  ce rtifie d  co rre c t­
ness o f figu res. A n d  figures, be lieve 
me, are im p o rta n t. Y ou  can prove th a t  
to  y o u rs e lf on the  streets, and lo ts  o f  
us don ’t  kno w  those th in gs  u n t i l  we 
get r ig h t  aga inst them . I  have even 
heard  th a t  s tock ings were in ven te d  in  
the  e leven th  cen tu ry , ye t fo r. m any 
years nobody h a rd ly  knew  th a t  the y  
existed a t a l l u n t i l  a fe w  years ago. 
Som etim es we ra th e r  resent new im ­
provem ents. W e  do n o t w a n t some in ­
no va tio n  to  h i t  us in  th e  face, and a re
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re lu c ta n t to  accept i t .  B u t I  do n o t be­
lieve  th a t  the  accoun tant, who is an 
educated man, is backw ard . I  do n ’t  
believe i t ,  s incere ly . B u t I  n o t o n ly  
be lieve b u t I  kno w  th a t he h ides h is  
l ig h t  under a bushel too m uch. I f  he 
says “ C. P. A .”  o r “ C e rtified  P u b lic  A c­
co u n ta n t,”  n ine  tim es o u t o f ten  he 
pu ts i t  in  le tte rs  so sm a ll th a t poss ib ly  
the p u b lic  does n o t kno w  i t  o r w h a t i t  
is  a l l  abou t, and n o t one o u t o f ten  
business men in  th is  to w n  now  has any 
idea w h a t y o u r badges mean. In  the  
f irs t  place, they don ’t  read r ig h t .  Y ou  
shou ld  no t have ab b re v ia tio n . I  d o n ’t  
liv e  in  N . Y .; I  liv e  in  New Y o rk . I  
was bo rn  in  M issouri, n o t Mo. I  a d m it 
it .  I  am  n o t p ro ud  o f i t .  I  be lieve any 
ce rtif ie d  p u b lic  accoun tant, young  o r 
o ld , regard less o f h is  years, honorab le  
years, regard less o f the  serv ice  he is 
re n d e r in g to  m a in ta in  h im s e lf r ig h t  in  
h is  p ro fession , has the  r ig h t  to  te l l  h is  
s to ry  to  the  w o r ld  occasionally. I  be­
lieve  in  educa tion . I  be lieve in  the  
newspapers and I  be lieve in  th e  co l­
um ns th a t  are  pa id  fo r  as a d v e rtis in g  
space, as w e ll as in  th e ir  news co lum ns, 
and I  kn o w  the  va lue  o f them .
A  s m a ll business is made in to  a la rge  
business by ha m m erin g  over and over 
th e  s to ry , every day. Churches are 
n o t  d isappearing . T h e ir  in fluence  is 
n o t  g ro w in g  less, b u t g rea te r, on the  
c o n tra ry , and ye t we hear the  same o ld  
s to ry , n e w ly  to ld , th a t  has been to ld  
ove r and over in  the  o ld  w ay fo r  2,000 
years, and we w i l l  con tinu e  to  hear i t  
as lo n g  as c iv iliz a tio n  exists. W e a ll 
go to  chu rch  tw ice  o r a t leas t once a 
w eek, and the  chu rch  con tinues to  live . 
W e do n o t consider th e  jo b  done, be­
cause we kn o w  w h a t is  r ig h t .  The 
churches con tinue  to  r in g  th e ir  be lls  on 
the  Sabbath m o rn in g  to  te l l  to  the  
w o r ld  over and over. I t  is  an o ld  
s to ry , b u t th a t il lu s tra te s  the  p o in t.
I  have a fr ie n d  w ho live d  o u t near 
G olden Gate in  San F ranc isco— th a t 
m arve lous  ci t y  in  a b e a u tifu l s ta te  
w here  the c itizens occasiona lly  m e n tio n  
th e  advantage o f the  c lim a te . T h is  
m an has a ve ry  la rge  flow e r garden— a 
be au ty— flow ers th a t  b loom  and b los­
som, as the  l i fe  o f a re a l c itize n  does, 
m an  o r wom an. He had an I ta l ia n  
ga rdener nam ed Tony. There  were the  
buoys and fo g  ho rns s ta tioned  o u t in  
th e  neck o f th a t Golden Gate, the  m ost 
re m a rka b le  land  locked h a rb o r in  the  
w o r ld , and T ony  w anted to  go and w o rk  
fo r  the  governm ent. So th is  ge n tle ­
m an gave h im  a leave o f absence, b u t 
soon he came back to  h is  flow ers  and 
roses, and th is  gentlem an asked h im , 
“ W e ll,  w h a t do you th in k  o f U nc le  
Sam? D id n ’t  he do a sp lend id  jo b  o u t 
th e re ? ”  “ No, U nc le  Sam dam n fo o l. 
A l l  n ig h t the  fo g  h o rn  b lo w  and i t  
goes d ing  dong, d in g  dong, and the
dam n o ld  fog  come in  ju s t  the  sam e.”  
T ony s im p ly  m issed the p o in t, as a lo t  
o f us are do ing.
There is a w a rn in g  th a t comes f ro m  
the  constant pound ing  away o f the  
eternalness o f i t .  The h il ls  are e te rn a l, 
and a ll the sp lend id  w e a lth  th a t P ro v i­
dence pe rm its  us to  en joy  fo r  o u r 
happiness. W e have beau ty here to ­
day, m ore than  we rea lize . T ony  
m issed the o the r p o in t th a t a l l  good 
th in g s  in  l i fe  m ust be done ove r and 
over— p ra c tic a lly  e ve ry th in g  except 
b ir th  and death. O ften  the  h a rd e r 
you w o rk  fo r  a th in g , the sw eeter i t  is 
w hen you get it .  I t  is im p o rta n t th a t 
we unders tand the correctness o f 
pound ing  aw ay —  the accuracy o f 
po und ing  away and te ll in g  the  s to ry  
and do ing  i t  r ig h t  over and ove r, to  
everyone.
A  m an and h is  w ife  who had been 
o u t v is it in g , were s it t in g  by the  f ire  one 
n ig h t. She said, “ John, w h ich  d id  you 
lik e  be tte r, the  w om an w ho ta lk e d  a ll 
the  t im e  o r the  o th e r one?”  H e said, 
“ W h ich  o th e r one?”  I  th in k  we 
shou ld  s incere ly  t r y  to  say som e th ing  
w hen we ta lk . I f  we w a n t to  b u ild  
ra th e r  tha n  destroy o r tea r dow n, the re  
is no ha rm  in  ta lk in g . I t  does n o t do 
any damage. A n  Ir is h m a n  was on a 
s tree t car one day w hen the re  was a b ig  
crow d— the re  had been a b ig  b a rg a in  
sale a t W o o lw o rth ’s and the  lad ies had 
mops and pots and e v e ry th in g  and 
were h a v in g  the tim e  o f th e ir  lives, 
bless th e ir  hearts , and someone stepped 
on the  Ir is h m a n ’s toe, and he said, 
“ G oddam it.”  A  m in is te r s ta n d in g  
the re  said, “ D on’t  say th a t, say d im e .”  
Jus t the n  the car stopped, and a la d y  
ra th e r  p leas ing ly  p lum p arose and h u r ­
r ie d ly  made he r e x it w ith  he r packages, 
and go ing ou t, poked the m in is te r  in  
the eye w ith  he r um b re lla . The I r is h ­
m an tapped the m in is te r on th e  s h o u l­
der and said, "P a rson , I  have a w o rd  
th a t is w o rth  $18.00. Do you  w a n t 
i t ? ”  I f  we a ll p u t a cash va lue  on o u r 
words, som etim es we cannot show  a 
ta n g ib le  re s u lt a t the  end o f th e  year.
You gentlem en are h e lp in g  to  m ake 
business m ore ca re fu l and accurate. 
There w i l l  be no m ore panics, no m ore 
bank fa ilu re s  w hen business in s is ts  
upon absolute correctness o f figu res, 
when you can coun t upon the  in te g r i ty  
o f the  p a rty  who attests th e  c o rre c t­
ness o f the  figures.
I  could w r ite  a paper on q u a rre ls—  
quarre ls  th a t have done m ore dam age 
to  business and hum an happiness than  
a ll the o th e r bad th in g s  o f a l l th e  e a rth  
com bined —  s il ly  quarre ls , fo o lis h  a l­
leged r iv a lry ,  th ro a t c u tt in g  in  bus i­
ness, th a t we have seen in  y o u r  hom e 
tow n  and m ine— ta k in g  a jo b  fo r  n o th ­
in g  in  o rd e r to beat o u t the  c o m p e tito r 
across the s treet. I  do n o t k n o w  th a t
you do i t  now. I  know  i t  has been 
done. I  know  th a t yo u r eth ics are 
h ig h  and m ore ne a rly  i deal and m ore 
con s tru c tive  today tha n  in  the past. I  
know  th a t men are ta k in g  broader 
views, m ore lib e ra l v iews tha n  in  the  
past. Service clubs are h e lp ing  to do 
it .  The re lig io n  o f ou r fa the rs  is he lp­
in g  to  do it .  U nde rs tand ing  between 
people o f a l l classes is h e lp ing  to  do it .  
The business men, themselves, are 
so lv in g  the  prob lem .
Sometimes we unde r va lue ou r ow n 
pro fession— o u r ow n business. W e do 
n o t unders tand  th a t som eth ing  is w on­
d e rfu l,  because we have i t  be fore us 
a lw ays. W e say, “ Those green fie lds 
and flow ers are w o n d e rfu l over th e re ,”  
b u t n o t near us.
I  heard  a l i t t le  s to ry  o f a person who 
had in  a l i t t le  tow n  in  China woven a 
ru g  la s t year. The fa m ily  had been 
weavers o f m arve lous th in g s  fo r  m ore 
than  3,000 years, and had even had 
gove rnm en ta l re co g n itio n  fo r  th e ir  a r t. 
W e ll, he wove th is  w o n d e rfu l ru g  and 
i t  was b ro u g h t to  th is  cou n try . Now , 
he was happy, and he sm iled  and he 
loved h is  w o rk . I t  was a w o n d e rfu l 
baby blue. He had uphe ld  the  t ra d i­
tions  o f h is  race and the  hono r o f h is  
fa m ily , and he sm iled  and he was 
happy. A  ru g  buye r purchased h is ru g  
fo r  a sm a ll am oun t. I t  was placed in  a 
co lle c tio n  in  New Y o rk  in  a depa rtm en t 
s tore  and advertised  w ith  o th e r rugs, 
and the  ad ve rtisem en t read, “ Special 
sale to m o rro w  o f Chinese rugs, n ine  to 
tw e lve  feet, specia l p rice , $3 .25.”  A l l  
the re  was abou t th is  w o n d e rfu l w o rk , 
as b e a u tifu l as the  skies above, was 
m ere ly  a tw o  lin e  announcem ent as to 
the  p rice  and size o f the  ru g . Some­
tim es we un de rs tim a te  the  re a l va lue  
o f w h a t we are do ing. W e should ap­
precia te  the  e ffo rts  o f the  officers, the 
P res iden t and Secretary, the  com m it­
tees and th e ir  cha irm en , fo r  its  educa­
t io n a l va lue  to  y o u r pro fession and 
m ine.
Now, service w o rk — i t  is everyw here 
— serv ice  w o rk  in  churches and schools 
— p u b lic  u t i l i t ie s  and ra ilro a d s  give 
service w o rk . I  was im pressed rece n tly  
by  a le tte r  fro m  a lu m b e r f irm  in  D a l­
las th a t  I  d iscovered had no in te re s t 
in  ra ilro a d s  in  the  w o r ld  except as a 
business concern, and ye t they  p rin te d  
on th e ir  le tte rh ea d  th e  slogan, “ Q u it 
n a gg ing  the ra ilro a d s .”  Now, I  don’ t  
ow n a n ic k e l o f ra ilro a d  s tock in  the  
w o rld , b u t th a t le tte r  w ith  its  o u t­
spoken endorsem ent and condem nation 
o f kn o ck in g  and nagg ing  and q u a rre l­
ing , s tru c k  me. W e can never be cor­
rec t as citizens, as be lievers in  o u r­
selves and the  C o n s titu tio n  under w h ich  
we live , o f o u r g rea t com m onw ealth  
and na tion , unless we get r ig h t  down 
(C o n tin u e d  on page  90)
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A C C O R D IN G  to  th e  l a t e s t  in f o r ­m a t io n  a v a i la b le ,  th e  is su e  of c a p i ta l  s to c k  o f  n o -p a r  v a lu e  is  
p e r m i t te d  in  41 s ta te s ,  w h ic h  w o u ld  
in d ic a te  t h a t  th is  fo rm  o f s to c k  h a s  
g a in e d  w id e  f a v o r  i n  th e  p a s t  d e ca d e . 
T h e  s ta te s  w h ic h  h a v e  n o t  y e t  p a sse d  
la w s  a llo w in g  th e  is su e  of n o -p a r  s to c k  
a r e :  Io w a , M o n ta n a , N e b ra s k a ,  N o r th  
D a k o ta ,  O k la h o m a , S o u th  D a k o ta ,  a n d  
W y o m in g . R e f e r r in g  to  a  p a p e r  r e a d  by  
F r e d e r ic k  H . H u r d m a n  a t  th e  a n n u a l  
m e e t in g  o f th e  A m e ric a n  I n s t i tu t e  o f 
A c c o u n ta n ts ,  S e p te m b e r  16 , 1 9 1 9 , e n ­
tit le d ,  “C ap ita l S to ck  of N o P a r  V a lu e ,” 
a n d  a p p e a r in g  in  th e  O c to b e r  1 9 1 9  n u m ­
b e r  o f  T h e  J o u r n a l  o f A c c o u n ta n c y , i t  
i s  s t a te d  t h a t  th e  o r ig in a l  b i l l  i n t r o ­
d u c e d  in  th e  le g i s la tu r e  o f  th e  S ta te  o f 
N ew  Y o rk , w a s  p a s se d  in  1 9 1 2 , a n d  t h a t  
s in c e  t h a t  t im e  n in e  o th e r  s t a te s  h a v e  
e n a c te d  la w s  p ro v id in g  fo r  th e  is su a n c e  
o f  s to c k  o f n o m in a l  o r  n o -p a r  v a lu e . 
W e m ay  th e n  conclude  fro m  th e  above 
fa c ts  t h a t  s in ce  1 9 1 9 , 31 s t a te s  h a v e  
e n a c te d  s im ila r  la w s . A  m a jo r i ty  of 
th e  s t a te s  p e r m i t t in g  t h e  is su e  o f n o -p a r  
s to c k  in c lu d e  b o th  c o m m o n  a n d  p r e ­
f e r r e d ,  h o w e v e r , th e  l a t t e r  is  g e n e ra lly  
m a d e  s u b je c t  to  r e d e m p tio n  a t  su c h  
t im e s  a n d  p r ic e s  a s  m a y  be  p ro v id e d  in  
th e  c e r t if ic a te  o f in c o rp o ra t io n .
The sub ject o f N o-P ar Stock m ay be 
discussed unde r the  fo u r  headings, 
“ Legal,”  “ F ina nc ia l,”  “ Economic,”  and 
"A c c o u n tin g ,”  accord ing to  C a rl B. 
Robbins, in  h is  book o f th a t t it le .  In ­
asmuch as ou r tim e  is l im ite d  and also 
due to  the fa c t th a t we, as account­
ants, are m ore in te res ted  in  th e  account­
in g  aspects o f the  case, we w i l l  confine 
o u r discussion m a in ly  to  th is  phase. The 
issue o f th is  fo rm  o f s tock by corpora ­
tio n s  presents some v e ry  in te re s tin g  
prob lem s to  the  accountant, under v a r i­
ous cond itions and circum stances. The 
states have passed th e ir  laws, and i t  has 
been m any years since the  f irs t  la w  was 
enacted in  th is  respect, b u t s t i l l  the 
tre a tm e n t o f no-par s tock in  the  m ind  
o f the  accoun tant is in  its  in fancy , and 
i t  rem ains fo r  some m em ber, o r m em ­
bers, o f the profession to  prom ulgate 
ru les  and reg u la tion s , w h ich  w i l l  gov­
e rn  o u r tre a tm e n t o f the m a tte r in  the 
p re pa ra tion  o f ba lance sheets, w h ich  
w i l l  com p ly  w ith  a ll the law s and be 
eq ua lly  fa ir  to  the  s tockho lders, cred­
ito rs , and the pub lic .
Befo re  we take  up the  accoun ting  
aspects o f  the  case i t  w ou ld  be w e ll to  
have c le a rly  in  m in d  the  n a tu re  o f a 
share o f stock. To quote fro m  Robbins 
aga in , we read : “ M uch con fus ion  in  ou r 
conception o f the na tu re  o f a share o f 
stock has resu lted  fro m  th in k in g  o f
B y  G. L . C. H U N T E R , C. P . A .
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s tockho lders  as ow ners o f the  corpora ­
tio n . The tru th fu ln e s s  o f the  idea is 
fa r  rem oved. I f  take n  l i te ra lly  th is  idea 
is m a n ife s tly  fa llac io us  because a cor­
po ra tio n  is  a le ga l e n tity , a le ga l pe r­
son, created by the  state, and be ing 
such, is  n o t p ro p e rty  and th e re fo re  can­
not be owned. I f  the idea be taken to 
mean th a t s tockho lders  are the  ow ners 
o f the  c o rp o ra tio n ’s assets, i t  is  s t i l l  
e rroneous. T it le  to  the  co rp o ra tio n  as­
sets is vested so le ly  in  the  co rpo ra tion , 
w h ich  is an e n t ity  d is tin c t fro m  the  
stockho lders. I t  is the  co rp o ra tion  alone 
w h ich  m ay se ll o r  m ortgage the cor­
po ra te  assets, the  stockho lders, as such, 
ha v in g  no w o rd  in  the  m a tte r. I t  is  im ­
p o rta n t to rem em ber th a t the  s tock­
ho lders  compose a  body d is tin c t fro m  
the  co rp o ra tion  w ith  w h ich  the y  have 
con tracted. The s tockh o ld e r’s con tra c t 
w ith  the co rp o ra tion  has none o f  the  
a ttr ib u te s  o f t i t le  to  the  c o rp o ra tio n ’s 
assets. I t  is  tru e  th a t a s tockh o ld e r has 
an in su ra b le  in te re s t in  the  corpora ­
t io n ’s assets; b u t t i t le  is no t req u is ite  
to an in su ra b le  in te res t. As to  the  vest­
m ent o f t i t le  to  a corpora tion ’s assets, 
one c o u rt decis ion leaves no do ub t: 
‘The ow ner o f a share o f stock owns no 
p a r t o f  the  c a p ita l (assets) o f th e  com­
pany.’ The co rp o ra tion  is i t ’s sole 
ow ner, h o ld in g  the  same, i t  is tru e , in  
tru s t, fo r  th e  purpose fo r  w h ich  the 
co rp o ra tio n  was created, and upon, its  
w in d in g  up, fo r  the benefit o f the  cred­
ito rs  and the  stockho lders. The ow ne r­
sh ip  o f  a share o f stock, so fa r  as the 
p ro p e rty  o f the  c o rp o ra tio n  is con­
cerned, is b u t the  ow nersh ip  o f the  r ig h t  
to  p a rtic ip a te  fro m  tim e  to  tim e  in, the 
ne t p ro fits  o f the  business, and upon 
d isso lu tion  o f  the  c o rp o ra tio n  to  a p ro ­
p o rtio n  o f the  assets a fte r  th e  paym ent 
o f the corpora te  debts. I t  is  personal 
p ro pe rty , w h ich  upon the  death o f the 
ow ner goes to  h is  a d m in is tra to r, a l­
though  the  e n tire  ca p ita l (assets) o f 
the co rp o ra tio n  m ay consist o f re a l es­
ta te. The ow ner m ay se ll o r dispose 
o f h is  s tock a t p leasure, and, in  so do­
ing, w o rks  no change o r m od ifica tion  
in  the  t i t le  to  the  corpora te  p ro pe rty . 
O f course, fo r  a l l p ra c tica l purposes the 
stockho lders, p rov ided  they  w o u ld  a l l 
act toge ther, are, f ig u ra tiv e ly  speaking, 
the  ‘owners o f the  co rp o ra tio n .’ B u t a 
tru e  conception o f the  na tu re  o f a share 
o f stock places fo rem ost the  lega l en­
t i t y  o f the  co rp o ra tion  and the  con­
tra c tu a l re la tio n sh ip  th a t exists be­
tween the s tockho lders  and the corpora ­
t io n .”
Thus we have a c lear conception o f 
the  na tu re  o f a share o f stock. J u s t as 
S te inm etz and E in s te in  have evolved 
theories w h ich  have revo lu tio n ize d  the 
science o f as tronom y and physics in  
ce rta in  respects, so w i l l  accountants o f 
the  fu tu re  evolve new theories and d is­
cover new m ethods w h ich  w i l l  re v o lu ­
tion ize  th e  science o f accoun ting , and 
the  sub jec t under d iscussion w i l l  come 
in  fo r  i t ’s f u l l  share.
In  the  p re p a ra tio n  o f th is  paper, I  
have n o t a ttem p ted  to  p ropound any 
new theories, le av in g  th is  to o thers in  
the fu tu re  m ore capable tha n  m yse lf, 
bu t have m ere ly  assembled a few  facts 
and op in ions fo r  discussion w h ich  
shou ld  be o f in te re s t to  us as account­
ants. In  cons idering  the  accoun ting  
aspects o f no-par stock, the  lega l, fin a n ­
c ia l, and econom ic aspects are neces­
s a r ily  in vo lve d  in  some degree, fo r  the 
reason th a t the y  are a l l  so c lose ly  in ­
te rre la ted . H ow ever, fo r  the  purposes 
o f th is  d iscussion we w i l l  consider the 
re m a in in g  th ree  phases o n ly  in so fa r as 
they  a ffect the  accoun ting  tre a tm e n t. 
O ur d iscussion m ay be p ro p e rly  d iv ide d  
in to  the  fo llo w in g  heads:
1. A ccou n tin g  fo r  O rig in a l Issue by 
New C o rpo ra tion .
2. A ccou n tin g  fo r  O rig in a l Issue by 
P a rtn e rsh ip  o r In d iv id u a l P ro p r ie to r­
ship Inco rpo ra ted .
B. A ccoun ting  fo r  the  conso lida tion  
o f tw o  corpora tions, the  one h a v in g  pa r 
va lue s tock ou ts ta nd ing  and the  o ther, 
no-par stock.
4. A ccou n tin g  fo r  S tock D iv idends.
5. A ccou n tin g  fo r  the Purchase and 
Resale o f T reasu ry  Stock.
1. A cco u n tin g  F o r  O rig in a l Issue by 
New  C o rpo ra tion
U nder the  f ir s t  head ing, assume a 
new co rp o ra tio n  organ ized w ith  an au­
tho rized  ca p ita l o f 1000 shares o f com ­
m on cap ita l stock o f no-par va lue . T h is  
c o n d itio n  presents no d iff ic u lty , w ith  
the  exception o f a s lig h t change in  
reco rd in g  the  stock issue. The stock is 
subscribed to  and sold fo r  w h a t i t  w i l l  
fe tch  in  the  m a rke t, and the cap ita l 
s tock account is c red ited  w ith  am ounts 
rece ived fro m  the proceeds o f the  sale. 
There is no d iscoun t and no p rem ium  
to be considered, and the shares as they 
are sold and pa id  fo r  become f u l l  pa id 
shares. W e w i l l  fu r th e r  assume th a t 
the  1000 shares o f th is  stock were sold 
as fo llo w s :
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200 s h a r e s  a t  $20 per sh a r e  ...................$4,000
500 sh a r es  a t  $30 p er s h a r e ............. .....15,000
300 sh a r es  a t  $50 per sh a r e  ...................15,000
1000 34,000
W e now  have the fo llo w in g  balance 
sheet: Assets: Cash and U npa id  Sub­
sc rip tion s  to C ap ita l S tock, $34,000.00; 
N e t w o rth : C ap ita l S tock— Common, 
1000 shares no-par va lue , $34,000.00. 
As th e  unpa id  subscrip tions are pa id , o f 
course, cash is charged and the  sub­
scribers  accounts are c red ited , th e  cap i­
ta l s tock account re m a in in g  unchanged.
A p p ly in g  o u r w e ll kno w n  fo rm u la  to  
the  ca p ita l s tock account to  de te rm ine  
the  book va lue  per share, we fin d  th a t 
the  va lue  per share is $34.00, a lth o u g h  
the  shares were o r ig in a lly  sold a t v a ry ­
in g  prices.
The com pany now s ta rts  business 
w ith  a p a id - in  ca p ita l o f $34,000.00, 
and a t the  end o f the  f irs t  year, finds 
th a t  a ne t p ro fit  o f $10,000.00 has been 
m ade. A  surp lus  in  th is  am oun t has 
the re fo re  been created, and the  book 
va lue  o f the  stock has increased to  
$44.00 pe r share. In  ac tu a l practice , 
on ce rta in  occasions, the  e n try  reco rd ­
in g  the  ne t p ro fit  has been made as a 
c re d it to  c a p ita l s tock account instead 
o f su rp lus, w h ich  to  m y m in d  is e rro ne ­
ous. I t  is tru e  th a t the  ne t w o rth  is 
n o t d is tu rbe d  by th is  procedure, and 
the  book va lue  per share rem a ins the 
same, s t i l l  a balance sheet p repared on 
th is  basis does n o t re flec t the  tru e  con­
d itio n , and in  tim e  to  come, the  danger 
o f pa y in g  d iv idends o u t o f ca p ita l m ay 
be the  re su lt. The p o in t to  be borne in  
m in d  in  th is  case is th a t the  ca p ita l 
stock account shou ld  in c lud e  o n ly  the  
proceeds o f the  sale o f stock, and 
fu tu re  ea rn ings and losses shou ld  be 
recorded in  a surp lus  account, and so 
e xh ib ited  in  the  balance sheet. There  
have been cases where the  ca p ita l s tock 
account has been shown a t $1.00, s u r­
p lus  re fle c tin g  the  balance o f the  net 
w o rth , w h ic h  practice  is ju s t  as bad as 
show ing  the  ne t w o rth  in  a s ing le  
am ount, w ith o u t any segregation of 
su rp lus. The correct m ethod o f show­
in g  o u r balance sheet as the  com pany 
stands a t the  end o f the  f ir s t  year 
w o u ld  be as fo llo w s :
A S S E T S
C a sh  an d  o th er  a s s e ts  ............................  $100,000
L IA B IL IT IE S  
C urren t lia b ilit ie s  ......................................  $56,000
N E T  W O R T H  
C ap ita l sto ck — C om m on—
1000 sh a r es  —  no-p ar
v a lu e  ........................................  $34,000
E a rn ed  s u r p l u s .......................  10,000
N e t  w o rth  .................. 44,000
T o ta l l ia b ilit ie s  an d  n e t
w o r th  ......................................  100,000
2 . A ccounting F or O riginal Issu e by 
P artnersh ip  or In d iv id u al P ro­
prietorsh ip , Incorporated .
We w i l l  now leave th is  company, fo r 
the  present, and proceed to  the second 
head ing: “ A ccoun ting  fo r  O rig in a l Is ­
sue by a P a rtn e rsh ip  o r In d iv id u a l 
P ro p rie to rsh ip  Inco rp o ra te d .”  W e w i l l  
assume a pa rtn e rsh ip  w ith  a balance 
sheet as fo llo w s :
A S S E T S
C ash  and  o th er  a s se ts  .........................  $100,000
L IA B IL IT IE S
C urren t l ia b ilit ie s  ...................................... 50,000
N E T  W O R T H  
P a r tn er ’s  c a p it a l :
J o e  D o e  ................................. $30,000
R ich ard  R oe .......................  20,000
--------------- 50,000
T o ta l l ia b ilit ie s  an d  n e t
w orth  ...................................... 100,000
The p a rtn e r ’s ca p ita l accounts in ­
clude the o r ig in a l c o n trib u tio n s  by the  
pa rtners , p lus subsequent p ro fits , less 
losses and w ith d ra w a ls . In  o the r 
w ords, we do no t know  w h a t p a rt o f the 
cap ita l represents cap ita l co n trib u te d  
and w h a t p a rt earnings, no r does th is  
m ake any difference fo r  purposes o f in ­
co rpo ra ting . The pa rtners  desire to  in ­
corpora te w ith  an au thorized  cap ita l o f 
1000 shares o f com m on-capita l s tock o f 
no-par value. In  order to  effect th is  on 
the  books, a fte r the lega l requ irem en ts  
have been com piled w ith , o u r e n try  
w o u ld  be to deb it the  p a rtn e r ’s ac­
counts $30,000.00 and $20,000.00, 
respective ly, and c re d it cap ita l stock ac­
count $50,000.00 w ith  p rope r expla­
na tions on the ledger sheets and 
jo u rn a l. John Doe w ou ld  be e n tit le d  to  
th ree -fifth s , o r 600 shares, and R icha rd  
Roe to  tw o -fifth s , o r 400 shares. Thus 
the new company w o u ld  s ta r t business 
w ith  a pa id  in  ca p ita l o f $50,000.00 
w ith  no surp lus. On the  o the r hand, 
should the d irec to rs  o f  the new com­
pany desire, they m ay declare a stated 
va lue to the stock as issued w h ich  is 
less tha n  the  pa rtn e r's  accounts, in  
w h ich  case the balance shou ld  be shown 
as pa id -in  surp lus, o r cap ita l surp lus. 
I t  is w e ll to note in  th is  il lu s tra t io n  
th a t the  balance sheet should re flect 
the stated cap ita l and surp lus as de­
c la red by the board o f d irec to rs .
3 . A ccounting F or th e C onsolidation  o f 
Two C orporations, th e  On© H aving  
P ar V alue S tock  O utstanding, 
th e O ther N o-P ar Stock.
V arious states have d iffe re n t laws 
w ith  respect to  sta ted va lue  no-par 
shares, and tru e  no-par shares, and on 
account o f lim ite d  tim e , we w i l l  con­
fine o u r discussion to  tru e  no-par 
shares. W e m ig h t bear in  m ind , how ­
ever, th a t in  those cases w here  the  d i­
rec tors  have elected a stated value, th a t
the balance sheet should re flec t the 
tru e  cond ition .
W hen we are con fron ted  w ith  the 
prob lem  o f conso lida ting  tw o  corpora­
tions, one o f w h ich  has pa r va lue stock 
and the  o the r stock o f no-par va lue, 
some few  problem s are presented. We 
w i l l  assume tw o companies w ith  the 
fo llo w in g  balance sheets as o f  a g iven 
date, w h ich  are to be consolida ted w ith  
a cap ita l stock o f the new com pany o f
10,000 shares o f com m on stock o f no- 
pa r va lue :
C O M PA N Y  “A ”
A S S E T S
C ash  and  o th er  a s s e t s  .........................  $500,000
L IA B IL IT IE S  
C urrent lia b il it ie s  ............................ $170,000
N E T  W O R T H  
C a p ita l s to ck — C om m on—
3000 sh a r es— p ar v a lu e
$100 ...........................................  $300,000
Su rp lu s ...................................... 30,000
N e t w orth  ..................  $330,000
T o ta l lia b il it ie s  an d  n et 
w o rth  ......................................  500,000
C O M PA N Y  “B ”
A S S E T S
C ash  and  o th er  a s s e t s ............................  $750,000
L IA B IL IT IE S  
C urrent l ia b ilit ie s  .................................... 260,000
N E T  W O R T H  
C a p ita l s to ck — C om m on—
7000 sh a r es  —  N o  —  P a r
v a lu e  ........................................  $450,000
S u rp lu s ...................................... 40,000
N e t  w o r th  .................. 490,000
T o ta l l ia b ilit ie s  a n d  n et  
w o rth  ......................................  750,000
The stockho lders in  the tw o com­
panies tu rn  in  th e ir  stock and receive 
in  exchange stock o f no-par value in  the  
new com pany fo r  a lik e  num ber o f 
shares. The conso lida tion  is s im p le  
u n t i l  we come to expressing the net 
w o rth  on the balance sheet o f the  new 
company.
We now have ou ts tand ing , a fte r  a ll 
exchanges o f stock have been effected,
10,000 shares o f com m on stock o f no- 
par value, represented on the books by 
ne t assets o f $820,000.00. T h is  am ount, 
however, includes the  com bined surp lus  
o f the  tw o  o ld  companies o f $70,000.00. 
The question now  presents its e lf, 
should th is  $70,000.00 be shown and 
considered as surp lus  and ava ilab le  fo r  
div idends, o r should i t  be frozen and 
expressed as p a rt o f the  cap ita l stock. 
On the one hand, the  ne t w o rth  account 
w o u ld  appear on the  balance sheet as 
fo llo w s :
N E T  W O R T H
C ap ita l s to ck  —  C om m on —  10,000
sh a r es— N o— P a r  v a lu e  ....................  $750,000
S u rp lu s ............................................................  70,000
S tock h o ld ers’ e q u i t y .................................  820,000
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On the o the r hand the ne t w o rth  
w o u ld  be expressed m ere ly  as “ C ap ita l 
Stock— Common, 10,000 shares, no-par 
va lue , $820,000.00.”  In  th is  case, as 
I  see it ,  the  paym ent o f d iv idends 
w o u ld  depend e n tire ly  on fu tu re  earn­
ings, and no p a r t o f the  ne t w o rth  a t 
date o f conso lida tion  w o u ld  be ever 
ava ilab le  fo r  d iv idends.
There is a p pa ren tly  some co n flic t in  
the  a u th o r itie s  on th is  p o in t, and also 
in  the  law s o f the  va riou s  states. The 
w e ig h t o f o p in ion  on the  sub jec t seems 
to  be th a t the freez ing  o f the  en tire  
c a p ita l o f the  o ld  c o rp o ra tio n  is au to ­
m a tic  and im m ed ia te , and th a t the  ne t 
w o rth  o f the  com bined com panies, in  
o u r p a r tic u la r  case $820,000.00, be­
comes the  stated c a p ita l o f the  new 
com pany. I t  seems, how ever th a t the re  
is  a rem edy fo r  th is . Q uo ting  fro m  
B erle  in  “ P rob lem s o f N on-P ar S tock”  
we read : “ Since in  m ost reo rgan iza ­
tions  the  p rese rva tion  o f the  free  su r­
p lus  is o f essentia l in te re s t, i t  shou ld  
be a p a r t o f every such process to  l im it  
the  a cq u is itive  pow er o f the  non-par 
shares w ith  respect to  cap ita l, de fin ing  
and l im it in g  the  new fu n d. T h is  m ay 
be done in  va riou s  ways. In  the  case 
o f a co rp o ra tion  o f the  f irs t  type o f 
New  Y o rk  non-par s tock shares, i t  is 
s im p le  to  arrange  th a t the  s ta ted va lue 
o f each non-par share sh a ll be equal to 
the  pa r va lue o f the  o ld , thus fix in g  the  
ca p ita l o f the  new  a t the  same figu re  
as th a t w h ich  p re va iled  in  the  o ld  
co rp o ra tion . W here  the  new  shares are 
tru e  non-par stock, however, to  obvia te 
doub t, i t  shou ld  be necessary by fo rm a l 
s ta tem ent to  f ix  as the  am oun t o f cap i­
ta l,  the  $1,000,000.00 ca p ita l o f the  
o ld  X  co rp o ra tion , rese rv ing  the  $500,-
000.00 a d d itio n a l as s u rp lu s .”
I  the re fo re  conclude, th a t, i f  such a 
s ta tem ent is made as described by M r. 
B erle , and - the re  is no co n flic t in  the  
sta tu tes o f the  sta te unde r whose laws 
the com pany is inco rpo ra ted , the  fo l­
lo w in g  balance sheet w o u ld  be p roper 
fo r  the  new com pany:
A S S E T S
C a sh  an d  o th er  a s s e ts  .......................  $1,250,000
L IA B IL IT IE S
C urren t l ia b ilit ie s  ..............................  $430,000
N E T  W O R T H  
C a p ita l s to c k  —  C om ­
m on— 10,000 sh a r es—
N o -p a r  v a lu e  ..................  $750,000
S u rp lu s .................................... 70,000
N e t  w o r t h ...............  820,000
T o ta l l ia b ilit ie s  an d  n e t  
w o r th  ...................................  1 ,250,000
On the basis o f th is  conclusion, and 
assum ing th a t  th is  is the  co rrec t 
m ethod o f cons idering  the  ne t w o rth , 
we w i l l  proceed w ith  th is  same com­
pany fo r  the  nex t year. A t  the  end of 
the  yea r’s opera tions, you are ca lled  in  
to  m ake an a u d it o f the  com pany’s 
books, and, d u r in g  the  course o f you r 
a u d it you fin d  th a t a t the  beg inn ing  o f 
the  year, im m e d ia te ly  a fte r  the  con­
so lida tion , 2500 shares o f 6 per cent, 
cum u la tive , p re fe rre d  s tock o f par 
va lue  $100.00 pe r share had been is ­
sued and recorded in  the  books. The 
resu lts  o f y o u r a u d it disclose a ne t loss 
fo r  th e  yea r o f $50,000.00, w h ich  you 
charge to  the  e x is tin g  surp lus  account, 
reduc ing  su rp lus  the reby  to  $20,000.00. 
The p re fe rre d  s tockho lders  are in s is t­
in g  on th e ir  d iv ide nd  o f 6 per cent, 
c la im in g  th a t  a su rp lus  o f $20,000.00 
exists and th a t  the  d iv id e n d  is a l ia ­
b i l i t y  and due and payable. You are 
ca lled in to  conference w ith  the  d i­
rec to rs  fo r  advice and counsel. T h is  is 
a s itu a tio n  in  w h ich  any one o f us m ay 
f in d  ourselves, and p ro ba b ly  the  easiest 
w ay o u t w o u ld  be to  te l l  the  d irec to rs  
to  see th e ir  law yers. T h is  m ay be a 
question  o f law , b u t I  th in k  i t  is also a 
m a tte r o f accoun ting , and we should 
be prepared to  g ive sound advice in  
such cases. R e flec ting  fo r  a m om ent, 
had we frozen  the  o r ig in a l su rp lus, and 
ca lled  the  e n tire  ne t w o rth , “ C ap ita l 
S tock”  a t date o f conso lida tion , the  p re ­
fe rre d  s tockho lders w o u ld  now  have no 
c la im  as to  paym ent o f d iv idends, be­
cause no surp lus  w o u ld  exist. On the 
o th e r hand, the  purchasers o f the  pre­
fe rre d  shares were m ost p robab ly  
shown balance sheets o f the  company, 
when the  stock was m arke ted , e x h ib it­
in g  a surp lus  o f $70,000.00, and i t  is 
possib le th a t m any o f the p re fe rred  
s tockho lders purchased on the  s treng th  
o f th is  fac t. A f te r  a ll, then, i t  is  m a t­
te r  o f ju s tice , and we m ay ask o u r­
selves the  question , “ A re  the  p re fe rre d  
s tockho lders e n tit le d  to  any p a rt o f  th is  
su rp lus, and d id  th e y  c o n trib u te  to  its  
existence?”  S u re ly  they  d id  n o th in g  
to  c o n trib u te  to  its  existence b u t s t i l l ,  
I  believe, the y  are le g a lly  e n tit le d  to  
th e ir  d iv ide nd  on th e  basis th a t the  ne t 
w o rth  account was o r ig in a lly  stated.
A fte r  the  paym ent o f the  d iv idend , 
we have the  fo llo w in g  ne t w o rth  ac­
coun t a t the  end o f the  f irs t  yea r’s 
opera tions:
C ap ita l s to ck  —  C om m on — 10,000
sh a r es— N o -P a r  v a lu e  ...............  $750,000
C a p ita l s to c k — P refe rre d — C um u­
la tiv e — 6 p er cen t— P a r  v a lu e
$100 per sh a re  ...................................  250,000
S u rp lu s  .......................................................  5,000
N e t w orth  ..................................................  1,005,000
4. A ccoun ting  F o r  S tock D iv idends 
We w i l l  now  take up the  fo u rth  head­
in g  “ A ccoun ting  fo r  Stock D iv idends,”  
us ing the  same com pany fo r  o u r il lu s ­
tra tion s .
Assume now th a t ou r company oper­
ates fo r  ano the r year and a t the end of 
the  year shows a ne t p ro fit  o f $45,000. 
00. A  d iv idend  o f $15,000.00, is pa id 
the  p re fe rred  stockholders, w h ich  
leaves a su rp lus  o f $35,000.00. On ac­
coun t o f extensions and im provem ents 
d u rin g  th e  year, the  cash has been de­
p le ted to such an extent, th a t in  o rder 
to pay an appreciab le d iv idend  on the  
com m on stock, i t  w o u ld  be necessary 
to bo rrow . N o t w ish in g  to m ake a loan 
fo r  th is  purpose, the  d irec to rs  declare 
a d iv ide nd  payable in  com m on stock o f 
the company. T h is  be ing no-par stock, 
the d iv idend  is expressed in  term s o f 
num ber o f shares, no t in  so m any do l­
la rs  per share, o r a ce rta in  per cent.
F ro m  an accoun ting  s tan dpo in t and 
in  o rd e r th a t the  books m ay re flec t the 
transactions, w h a t e n try  are we to 
make? I t  seems th a t in  such a case the 
d irec to rs  m ay o r m ay not, in  th e ir  d is­
c re tion , tra n s fe r an am oun t in  do lla rs  
fro m  surp lus  to c a p ita l stock. Yet, 
fro m  a lega l s tandpo in t the re  m ust be a 
considera tion  fo r  the issue o f a d d itio n a l 
shares o f no-par stock. O f course the 
paym ent o f a d iv ide nd  in  no-par shares 
m ere ly  increases the num ber o f shares 
ou ts tand ing , and decreases the  book 
value per share, w ith o u t d is tu rb in g  the 
ne t w o rth  account, b u t i t  seems th a t 
the  accounting  tre a tm e n t, to  com ply 
w ith  the  law , has no t ye t been d e fin ite ly  
established on th is  po in t, fo r  as Rob­
bins says: “ I t  has been argued th a t a 
stock d iv idend  o f no-par shares m ay be 
issued w ith o u t increasing stated capi­
ta l o r decreasing su rp lus  on the ground 
th a t the  considera tion  fo r  the issue o f 
the o r ig in a l shares is also a considera­
t io n  fo r  the  issue o f d iv idend  shares. 
T h is  con ten tion  seems fa r  fetched, bu t 
the  case m ig h t be ju s tif ie d  on the 
grounds th a t none o f the in te rests con­
cerned is p re jud iced  by a stock d iv i­
dend th a t does n o t increase stated capi­
ta l, and th a t the  a d d itio n a l shares 
could have been issued o r ig in a lly  under 
the cons idera tion  th a t sufficed fo r  the 
shares a lready ou ts tand ing . Neverthe­
less, an issue w ith o u t new considera­
t io n  is appa ren tly  a breach o f the  lega l 
ru le  th a t no share m ay be issued w ith ­
ou t considera tion . I t  is an open ques­
tio n  fo r  ju d ic ia l in te rp re ta tio n , and un ­
t i l  th is  occurs no de fin ite  answer m ay 
be given. One cannot go fu r th e r  tha n  
to say th a t in  lega l fic tio n  a ll shares 
m ust have considera tion  fo r  th e ir  is­
sue, and th a t a d d itio n a l no-par shares 
may n o t be issued a t less tha n  th e ir  fa ir  
m a rke t va lue .”
In  o u r accoun ting  trea tm en t, then, 
to be on the safe side, we should trans ­
fe r  fro m  su rp lus  an am oun t equal to  
the  fa ir  m a rk e t va lue o f the shares is­
sued as a d iv idend . I  do n o t be lieve
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th a t we, as accountants, can go fu r th e r  
than  th is  a t the present tim e.
5 . A ccounting F or th e P urchase and  
R esa le o f T reasury S tock
W e kno w  th a t T reasu ry  s tock  is 
s tock th a t has been issued, fu l ly  pa id , 
and reacqu ired  by the  issu ing  com pany, 
and th a t i t  shou ld  no t be confused w ith  
unsubscribed o r un issued stock.
The a cq u is ition  o f tre a su ry  stock 
does n o t effect a re d u c tio n  in  the 
am ount of stated capita l. W ith  these 
facts in  m ind , we m ay dispense w ith  
the tech n ica l and lega l fea tu res fo r  the 
purposes o f th is  d iscussion, and con­
s ide r the  accoun ting  tre a tm e n t, w ith  
respect to no-par treasu ry  stock.
R e tu rn in g  now to  ou r f ir s t  com pany, 
w h ich  was organ ized w ith  a c a p ita l o f
1,000 shares o f no-par com m on stock, 
w h ich  was sold in  b locks o f 200, 300, 
and 500 shares a t v a ry in g  prices, we as­
sume th a t the  com pany purchases a 
b lock  o f 100 shares a t $25.00 per share. 
The stock repurchased has changed 
hands a num ber o f tim es since 
o r ig in a lly  issued, and cannot now  be 
id e n tifie d . Is  i t  p rope r to  charge 
T reasu ry  S tock A ccount w ith  $2,500.-
00, the  ac tua l am oun t expended, o r 
shou ld  we charge the  account w ith  the 
average p rice  per share a t w h ich  the  
stock was o r ig in a lly  sold? In  th is  
event we w o u ld  m ost p ro ba b ly  have a 
d iffe rence to  account fo r , w h ich  w ou ld  
have to  be charged o r cred ited  to  su r­
p lus, as the  case m ay be. O f course 
w here  the  stock can be id e n tifie d  w ith  
the  o r ig in a l sale, the  p rope r charge 
w o u ld  be in  th a t am ount, and i f  the  
purchase p rice  d iffe red  fro m  th a t 
am ount, su rp lus  shou ld  be charged or 
c red ited  w ith  the  d iffe rence. In  the 
case o f donated tre a su ry  stock o f no- 
pa r va lue, a m em orandum  e n try  as to  
the  num ber o f shares is a l l  th a t is 
necessary a t the  tim e  the  stock is ac­
qu ired , b u t w hen i t  is sold, the  e n try  
shou ld  be a charge to  Cash and a c re d it 
to  Donated S urp lus.
As to  the  best m ethods to  fo llo w  in  
show ing  treasu ry  stock on the  balance 
sheet, bo th  pa r va lue  and no -pa r va lue, 
R obb ins gives us som e th ing  new to  
th in k  about. In  the case o f donated 
stock he says, a m em orandum  e n try  is 
made. F o r  i l lu s tra t io n , ou r f irs t  com ­
pany w ith  1000 shares no -pa r s tock o u t­
s tand ing , has donated to  i t  100 shares. 
O ur balance sheet w o u ld  appear as fo l­
low s:
N E T  W O R T H
N o -P a r  sh a r es  a u t h o r iz e d . . .  1,000 $34,000  
H e ld  in  T rea su ry  .......................  100
O u tsta n d in g  ...................................  900
— S u rp lu s ea rn ed  ..........................  10,000
S to ck h o ld ers’ eq u ity  ..................  44,000
As these shares are sold, th e  proceeds 
o f sale are cred ited  to  donated S urp lus 
account.
In  the case of repurchased no-par 
tre a su ry  stock, the  e n try  is made cha rg­
in g  su rp lus  w ith  the  purchase price 
pa id  and c re d it in g  cash. T h is  is done 
on the  the o ry  th a t w hen a co rp o ra tion  
purchases its  ow n stock, n e ith e r l ia ­
b ilit ie s  n o r sta ted c a p ita l are affected 
by the  transa c tion , b u t cash and ne t 
w o rth  (s u rp lu s ) are each decreased. 
Thus in  the  case o f pa r va lue  tre a su ry  
stock w h ich  has been purchased, the  
e n try  a t the  tim e  o f purchase w o u ld  be 
the  same as in  the  case o f no -pa r stock, 
and w hen the  stock is  sold, su rp lus  is
THEORY
1. W h a t are the  d is tin g u is h in g  fea­
tu res between a business conducted as
(a ) a C orpo ra tion , (b )  a P a rtn e rsh ip ,
(c ) an In d iv id u a l en terprise?
2. W here a c o rp o ra tio n  succeeds a 
pa rtn e rsh ip , ta k in g  over the  assets and 
assum ing the  lia b ilit ie s  in  exchange fo r  
the  corpora te  ca p ita l stock, to  w h a t ex­
te n t is the  co rp o ra tion  lia b le  fo r  unpa id  
Federa l incom e taxes assessed aga inst 
one o f the fo rm e r partners?
3. Name the  va riou s  standard  
m ethods o f com pu ting  deprec ia tion  and 
e ither define or give an example o f each.
4. W h a t are the  th ree  m ethods in 
m ost com m on use fo r  the  d is tr ib u tio n  
o f burden in  m a n u fa c tu r in g  costs?
5. W h a t differences exis t in  account­
in g  fo r  the  revenues and expenses o f a 
m u n ic ip a lity  and a b a n k in g  organ iza­
tion?
6. A  concern bought a lo t  o f used 
m ach inery  on Jan ua ry  1, 1921, fo r  
$100,000.00. The estim ated l i fe  was 
10 years and annua l reserve fo r  de­
p re c ia tion  $10,000.00. On Janua ry  1,
1926, one m achine fro m  th e  lo t  was 
sold fo r  $5,000.00. The o n ly  idea you 
can ob ta in  as to  its  cost is a s ta tem ent 
fro m  the m anagem ent th a t the  same 
m achine new w o u ld  cost abou t $12,-
000.00. W h a t en tries  w o u ld  you m ake 
reco rd in g  the sale?
7. A  concern leases a piece of rea l es­
ta te  fo r  a pe riod  o f 25 years a t an an­
nu a l re n ta l o f $1,000.00 per year and 
erects a b u ild in g  the reon  a t a cost o f 
$25,000.00. The estimated li fe  of th is  
b u ild in g  is 40 years.
The concern also leases ano the r piece 
o f rea l estate fo r  a period  o f 99 years 
a t an annua l re n ta l o f $1,000.00 per 
year and erects a b u ild in g  the reon  a t a
cred ited  w ith  the  proceeds. M r. Rob­
b ins states th a t th is  m ethod o f account­
in g  is sub m itte d  to  the  accoun ting  p ro ­
fession on the  grounds o f its  accuracy 
in  the  p o rtra y a l o f ac tua l facts. Assets 
are  no t shown where none ex is t; the 
am oun t o f s ta ted ca p ita l is n o t reduced 
w hen no lega l red u c tio n  has been e f­
fected.
In  conclusion, i t  m ay be w e ll to  ca ll 
you r a tte n tio n  to  the  a rt ic le  in  the  N o­
vem ber, 192 num ber o f the  Jo u rn a l o f 
A ccountancy, page 390, w h e re in  the  ad­
vantages and disadvantages o f the  em ­
p loym e n t o f N o -P ar Stock as com pared 
w ith  stock o f a pa r va lue  are fu l ly  set 
fo r th .
cost o f $99,000.00. The estim ated l i fe  
o f th is  b u ild in g  is also 40 years.
The im provem ents  on each p ro pe rty  
re v e rt to  the  lessor upon te rm in a tio n  o f 
the  lease.
W h a t w o u ld  be the  annua l charge fo r  
deprec ia tion  on each p rope rty?
8. The fo llo w in g  is a balance sheet 
o f the  X  O il Com pany as o f Janua ry  1, 
1927:
A S S E T S
C ash  ..............................................$200,000
L ea seh o ld s  ................................. 400,000
T o ta l A ss e ts  .......................  $600,000
L IA B IL IT IE S
R e se r v es  fo r  D ep le tio n  and
D ep rec ia tio n  ....................... $250,000
C a p ita l S to ck  .........................  300,000
S u rp lu s ........................................  50,000
T o ta l L ia b ilit ie s  ...............  600,000
On Jan ua ry  2, 1927, the B oard  o f D i­
rec to rs  declared and pa id  a cash d iv i­
dend o f 50 per cent, o r $150,000.00.
H ow  w o u ld  you de te rm ine  the 
am oun t o f such d iv ide nd  payable ou t 
o f (a ) P ro fits , (b )  C ap ita l, (c ) Re­
serves?
9. A  died, le av in g  an estate consist­
in g  o f an ap a rtm en t b u ild in g , devised 
to  h is  w idow  fo r  he r n a tu ra l li fe  w ith  
rem a inder to  th e ir  ch ild re n . H ow  
w ou ld  you appo rtion , as between the 
li fe  te n a n t and rem a inderm en, the  fo l­
lo w in g :
(a ) Expenses pa id fo r  repa irs .
(b )  R en t fro m  p ro pe rty .
(c ) D eprec ia tion  on p ro pe rty .
(d) Proceeds of sale o f one-half un­
d iv ided  in te re s t in  p ro pe rty .
(e) F ede ra l incom e ta x  on p ro fits  
fro m  sale o f one -ha lf in te res t.
10. W h a t effect w i l l  the  de c la ra tion  
and d is tr ib u tio n  o f a s tock d iv idend  
have upon
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(a ) The stockholders.
(b )  The co rp o ra tion .
A U D IT IN G
1. The B oard  o f D irec to rs  o f a la rge 
co rp o ra tion  have em ployed you to de­
te rm in e  the  am oun t they  m ay le g a lly  
pay as a d iv idend , and w h a t w o u ld  be 
the  h ighest am oun t i t  w o u ld  be p ra c ti­
cable fo r  them  to  pay. The fo llo w in g  
balance sheet is presented you :
A S S E T S
C ash  ............................*................$100,000
In v en to r y  .................................  150,000
R e a l E sta te  ............................  100,000
B u ild in g s  .................................  200,000
E q u ip m en t .................... .. 50,000
B on d  S in k ing  F u n d  In ­
v e stm e n ts  ............................ 100,000
T o ta l A s s e t s ....................... $700,000
L IA B IL IT IE S
A ccou n ts P a y a b le  .............$ 25,000
N o te s  P a y a b le  ....................... 25,000
R e se r v es  for  D ep rec ia tio n  75,000  
B onded  In d eb ted n ess  . . . .  150,000
C ap ita l S t o c k .........................  200,000
S u rp lu s  ...................................... 225,000
T ota l L ia b ilit ie s  .............  $700,000
The assets have been conserva tive ly  
va lued and the  reserves fo r  deprecia­
t io n  adequate ly  made. The bonded in ­
debtedness represents 15-year bonds 
and they  have five years ye t to run . 
O u tlin e  y o u r re p o rt.
2. W h a t procedure w ou ld  you adopt 
in  regard  to  each o f the  fo llo w in g  ac­
counts before c e r t ify in g  balance sheets 
in  w h ich  they  appear?
(1 )  Reserve fo r  deprecia tion .
(2 )  Reserve fo r  depletion .
(3 )  Reserve fo r  re s to ra tio n  o f leased 
p rope rty .
(4 )  Reserve fo r  undeclared d iv i­
dends.
(5 )  Reserve fo r  contingencies.
(6 )  Reserve fo r  bond s in k in g  fu n d .
(7 ) Reserve fo r  p repa id  leasehold.
(8 )  Reserve fo r  p re m ium  on fu tu re  
bond redem ption .
(9 )  U nam ortized  d iscoun t on bonds 
sold.
(1 0 ) P repa id  Insurance p rem ium s.
3. D u r in g  the  course o f an a u d it you 
fin d  the  fo llo w in g :
(1 )  Item s charged to  c u rre n t ex­
pense app licab le  to  a p rev ious period.
(2 )  Item s charged to  c u rre n t ex­
pense app licab le  to  a fu tu re  period.
H ow  w o u ld  you tre a t each o f the  
above in  yo u r repo rt?
4. D u r in g  the course o f an a u d it o f 
the  W atson H o te l Com pany you find  
th a t  d u r in g  the  con s tru c tion  o f the 
h o te l i t  tu rn e d  over to  the  con tra c to r 
in  p a rt paym ent on the  c o n tra c t p rice  
th e  w ho le  issue o f $500,000 tw e n ty - 
year 6 per cent f ir s t  m ortgage bonds a t 
90. B u ild in g  account was charged w ith  
the  $50,000 d iscount. W h a t correc­
tions, i f  any, w o u ld  you m ake and why?
5. Due to  the  v a r ia t io n  in  grades o f 
le a f tobacco i t  is n o t p ra c ticab le  to 
va lue  in ven to ries  o th e r th a n  on a cost 
basis. On December 31st, 1921, the  X  
Tobacco Com pany had an in v e n to ry  o f 
one m il l io n  pounds. The o r ig in a l cost 
o f the  le a f was $400,000 and the cost o f 
re d ry in g , s tem m ing, b len d in g  and pack­
in g  was $100,000, o r a to ta l cost o f 
$500,000. T h is  was a l l o ld  tobacco 
purchased in  1919 and 1920 a t in fla te d  
values. The le a f o f same types as th a t 
used in  the  in v e n to ry  were be ing sold 
on December 31, 1921, a t 40 per cent to 
60 per cent less than  in  1919 and 1920. 
In  o rd e r to  fo re s ta ll possib le loss on the  
in v e n to ry  December 31, 1921, the  X  T o­
bacco Com pany established a reserve 
fo r  in v e n to ry  o f $200,000, m ak ing  the 
charge aga inst income.
W as th is  proper? I f  so, w hy? I f  
no t, w h y  not?
6. You have been em ployed to m ake 
a d e ta il a u d it fo r  the  pe riod  J u ly  1,
1924, to  June 30, 1927, o f the  records 
o f Com pany A . The com pany is a 
pa rtnersh ip  dealing in  several special­
ties th a t  i t  ships a ll over the  w o rld . 
A l l  records are in  loose le a f fo rm  and 
consist o f the  fo llo w in g :
Day book o r b lo tte r  on w h ich  o r ig in a l 
en tries  are made fo r  loca l purchases 
and sales.
Sales jo u rn a l, on w h ich  en tries  are 
made fro m  the  d a ily  b lo tte r  covering  
loca l item s and fro m  dup lica te  invoices 
cove ring  fo re ig n  item s.
Purchase jo u rn a l, on w h ich  en tries  
are made fro m  the d a ily  b lo tte r  cover­
in g  loca l item s and fro m  o r ig in a l in ­
voices covering  fo re ig n  ite m s .
Cash receipts.
Cash disbursem ents.
G eneral jo u rn a l.
C ustom ers’ ledger cove ring  bo th  p u r­
chases and sales.
G eneral ledger.
D u r in g  the  course o f you r engage­
m ent i t  is discovered the  fo llo w in g  
records are m iss ing :
Day book fro m  Jan u a ry  1, 1926, to  
June 30, 1926.
Cash receipts, m onths o f M ay and 
June, 1926.
Cash disbursem ents, Jan ua ry  1, 1926, 
to  June 30, 1926.
P a y ro ll sheets, m on th  o f June, 1926.
Sales Jou rna l, F e b ru a ry  1, to June 
30, 1927.
The m anagem ent is m uch pe rtu rbe d  
over these m iss ing records and desires 
th a t  you do e ve ry th in g  you can, w ith in  
reason, to m ake yo u r a u d it com plete in  
every way.
O u tlin e  y o u r procedure.
7. You are re g u la r ly  em ployed as 
a u d ito r  o f C o rpo ra tions A , B and C. 
Each co rp o ra tion  is indebted to  Corpo­
ra tio n  X . A  has fo rm e r ly  been pros­
perous, b u t due to  sudden changes in  
its  business is ve rg in g  on ba nkru p tcy . 
B has fo rm e r ly  suffered reverses and 
was in  bad fin a n c ia l pos ition , b u t is 
g ra d u a lly  recoup ing  its  losses and bids 
fa ir  to  soon become ve ry  prosperous. 
C is in  exce llen t f in a n c ia l po s ition , b u t 
due to  m is taken  po lic ies on the  p a r t o f 
the  m anagem ent, is ve ry  slow  in  paying  
its  debts.
Y ou have been em ployed fo r  the firs t 
t im e  to  a u d it C o rpo ra tion  X . W ha t 
w o u ld  be y o u r a tt itu d e  in  reg a rd  to 
these accounts due from  A , B and C?
8. You are requested to  m ake an 
a u d it o f the  fina nc ia l p o s itio n  o f a con­
cern s e llin g  m usica l in s tru m en ts  on the  
in s ta llm e n t p lan , and ta k in g  up p ro fits  
in  p ro p o rtio n  to  the  cash co llections. 
Cost o f  sales is 40 per cent o f the  sales 
con tracts, and cash co llec tions average 
50 per cent o f annua l sales contracts. 
Repossessions average 25 per cent o f 
annua l sales con tracts  and th e  average 
decrease in  va lue  o f the  repossessed 
goods is 50 per cent o f the  cost. A l l  
en tries  cove ring  the  above have been 
made.
W hat steps would you take to v e r ify  
the accounts receivable and w ha t per cent 
o f the sales contracts would you set up as 
a reserve fo r  bad debts?
9. You are requested to m ake a ba l­
ance sheet a u d it o f the  X  M a n u fa c tu r­
in g  C o rpo ra tion . I ts  p r in c ip a l assets 
consist o f in ven to ries . P repare  a l is t  o f 
a l l  im p o rta n t m a tte rs  you w o u ld  give 
a tte n tio n  in  rega rd  to  the  inven to ries .
10. You have been employed fo r  a num ­
ber o f years in  m aking a balance sheet 
au d it o f the A-B Co., a copartnership. A  
has died and you are now employed by 
h is executors to determ ine the fa ir  value 
o f h is in te res t in  the firm . W ha t m at­
ters, i f  any, would you now consider 
other than those heretofore included in  
your period ic audit?
C O M M E R C IA L L A W  
C orpo ra tions
1. Define a corporation.
2. How  m ay a corpora tion be organized 
and become ready to  transact business un­
der the  general sta tutes o f the Common­
w ea lth  o f Kentucky?
3. W h a t is a quasi co rpo ra tion?  G ive 
tw o or more examples.
4. In  A p r il,  1917, A , B and C filed a r­
tic les of incorpora tion  of the A  Company. 
The Secretary of State issued the A  Com­
pany a cha rte r au tho riz ing  i t  to  do busi­
ness as a corporation. Before any capi­
ta l stock was paid in  or any organ ization 
effected or business transacted, A  and B 
volunteered fo r overseas service in  the 
w ar. Upon th e ir  re tu rn  in  November, 
1919, the cap ita l stock was pa id in , d i­
rectors and officers elected and a contract 
was made w ith  X  fo r the purchase of a 
ce rta in  tra c t o f land fo r $5,000.00. There­
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a fte r X  refused to  sell and trans fe r the 
land and the corpora tion b rought s u it to  
enforce specific perform ance of the  con­
trac t.
Could the corpora tion m a in ta in  such 
su it?  I f  no t w hy not?
5. Corporation X  has a cap ita l stock 
of 150 shares par value of $100.00 per 
share, issued and outstanding as fo llow s:
A —  50 S h a res  ............................................. $5,000
B —  50 S h a res  ................................................  5,000
C—  30 S h ares .............................................. 3,000
D —  20 S h ares .............................................. 2,000
T o ta l 150 S h ares ...........................................  15,000
The corporation books show a surplus 
of $15,000.00, according to  its  last balance 
sheet.
In  a stockholders’ meeting, called fo r 
the purpose, A , B and C voted in  favor 
o f se lling  the en tire  assets of the corpor­
a tion  fo r  $25,000.00 cash. D voted against 
such proposed sale and handed the secre­
ta ry  a w r itte n  statement th a t he objected 
to such proposed sale.
T h e re a fte r the sale was consum m ated 
and the corpora tion received the $25,-
000.00 in  cash and proceeded to  liquida te . 
W hat am ount is payable to D?
6. A  purchased a t public auction a ll 
the assets o f a concern fo r  $20,000.00. On 
the same day he transfe rred the assets 
to  the X  Corporation fo r  $40,000.00 par 
value o f its  cap ita l stock. Thereafter the 
X  Corporation became inso lvent and its  
cred itors sued A  fo r the difference of 
$20,000.00 he paid fo r  the assets and the 
$40,000.00 par value stock issued there for.
Is  A  liab le  fo r such amount?
7. Is  there any difference between a 
by-law o f a corporation and a reso lu tion 
passed by e ith e r the stockholders or board 
o f directors?
8. The by-laws of a corporation pro­
vided th a t a ll contracts should be signed 
by bo th  the  pres iden t and cha irm an of 
the Board o f D irectors.
A , a th ird  party, entered in to  a con­
tra c t w ith  the corpora tion and due to  ab­
sence of the president the contract was 
signed by the  cha irm an o f the B oard o f 
D irectors only. A  had no knowledge of 
the by-law re q u irin g  the president’s sig­
nature. Was the contract va lid?
9. A , the du ly  elected secretary o f a 
corporation, purchased certa in  b lank 
books w ith  his own money and used the 
same fo r the corporate purchases. Sub­
sequently A  was dismissed as secretary 
and as the corporation refused to  re im ­
burse h im  fo r  the books he had so p u r­
chased, he claimed the books as h is  prop­
erty.
Was A  en titled  to  the books?
10. A  corporation w ith  an authorized 
cap ita l stock of 1,000 shares, through 
e rro r, issued 1,100 shares. The over­
issue of 100 shares was paid fo r  in  fu l l  
and is  in  the hands o f a bona-fide holder.
(a) Is  such over-issue void?
(b) I f  void, w hat recourse has the 
holder?
(c) I f  in va lid  a t date of over-issue, 
could i t  be subsequently validated? I f  
so, how?
CONTRACTS
1. W hat are the essential elements of 
a contract?
2. Name five methods by w h ich  a con­
tra c t may be discharged.
3. Does a discharge in  bankruptcy oper­
ate as a discharge o f a pa rty  to  an
(a) Executory contract.
(b) Executed contract.
4. W hat res tric tions  are there upon the 
m aking  o f contracts by corporations?
5. A  and B jo in t ly  entered in to  a con­
tra c t w ith  C to fu rn ish  m ateria ls and 
labor and erect a certa in  bu ild ing . A  
died before the b u ild in g  was completed 
and also before the b u ild in g  was com­
pleted B made an assignment fo r the 
benefit of h is creditors. W hat recourse 
has C?
P A R TN E R S H IP S
1. A  and B as general partners and C 
as special partner, formed a lim ite d  p a rt­
nership under the style and firm  name of 
A and B. C contributed a ll the cap ita l 
am ounting to $5,000. The venture was at 
f irs t successful and the money no longer 
being needed in  the business C w ithd rew  
the $5,000 o r ig in a lly  advanced.
Thereafter the partnersh ip  became in ­
solvent. W hat is  the l ia b i l i ty  to  cred i­
to rs of A , B and C?
2. A  and B, a partnersh ip, employed C 
as a salesman. They entered in to  con­
tra c t to pay C a salary of $100.00 per 
m onth plus 40 per cent o f the p ro fits  of 
the business.
Was C a partner?
3. A  and B each owned a one-ha lf un ­
d iv ided  in te res t in  a fa rm . They oper­
ated the fa rm  as a partnersh ip . Was the 
land firm  property?
4. A  and B, a copartnership, became 
bankrupt. A  had in d iv id u a l assets in  ex­
cess of the lia b ilit ie s  of the firm . The 
trustee in  bankruptcy demanded posses­
sion of the f irm ’s books. A  demanded 
they be le ft  in  the possession o f the firm  
or him self. W ho was en titled  to  them?
5. A  and B, as partners, conducted a 
garage. A  in d iv id u a lly  sold to B, acting 
fo r the firm , a used car fo r  $500.00. B re­
fused to make paym ent or le t the firm  
do so. H ow  can A  recover?
AG EN C Y
1. D istingu ish  between an agent and 
an attorney-in-fact.
2. W hat is the d is tingu ish ing  feature 
between services pe rfo rm ed  as an agent 
and as an independent contractor?
3. A, acting as the gra tu itous agent of
B, sold a house to  C, fo r  w h ich  C paid A  
a commission of $100.00. Has B any
recourse on e ithe r A  or C, and i f  so, w hat 
would be h is  remedy?
4. W here a woman has been appointed 
as agent, w i l l  he r subsequent m arriage 
te rm inate  the agency?
5. A  man gave an agent a power o f a t­
torney to  sell a tra c t o f land and execute 
a conveyance thereto. Subsequent to  the 
execution o f the power of a tto rney and 
p r io r to  the execution of the deed to the 
property  the p rin c ip a l m arried. The 
agent then conveyed t it le  under h is power 
o f a tto rn ey . D id  the  purchaser ob ta in  a 
clear t it le ?
N E G O T IA B L E  IN S TR U M E N TS
1. Name five  requ irem en ts  o f an in ­
s tru m e n t in  o rder to  become negotiab le.
2. W hat specific cond ition  renders an 
ins trum en t non-negotiable, th a t is, o ther­
wise, negotiable?
3. When is an ins trum en t payable to 
bearer?
4. Does the fac t th a t an ins trum en t 
specifies i t  is  payable in  s ilve r coin of the 
United States make i t  non-negotiable?
5. H ow  is  a negotiable ins trum en t ne­
gotiated so as to pass tit le ?
P R A C T IC A L ACCOUNTING
PROBLEM  I
The K entucky B lue Grass Seed Com­
pany began business January 1, 1927. I t  
buys rough blue grass seed w h ich i t  
threshes out and cleans and sells the 
cleaned seed at both wholesale and re ta il. 
F o llow ing  is  t r ia l balance December 31, 
1927:
C ash ...................................................$20,800
P la n t  and  E q u ip m en t . . . .  250,000
A ccou n ts R e ce iv a b le  .............  25,000
P u rch a se s , 4 ,200,000 lbs.
rou gh  seed  ............................... 375,000
C lea n in g  E x p e n se  .................. 33,000
S a le s  an d  A d m in is tr a tiv e
E x p e n se  .................................... 48,000
S a les, 32 lb. F a n c y  Seed ,
90,000 lb s. @ 3 4 c ............... $30,600
S a les  2 3 lb. F a n c y  Seed,
275,000 lb s. @ 25c .......... 68,750
S a le s  21 lb. F a n c y  Seed,
800,000 lbs. @ 23c .......... 184,000
S a le s  19 lb. F a n c y  Seed,
225,000 lb s. @ 2 1 c ............. 47,250
S a le s  17 lb. F a n c y  Seed,
300,000 lbs. @ 1 9 c ............. 57,000
S a le s  9 lb. F a n c y  Seed,
70,000 lb s. @ 11c ............. 7,700
S a le s  C haff. 300 T on s @
$5.00 ........................................... 1,500
N o te s  P a y a b le  ....................... 50,000
R e serv es  fo r  D ep rec ia tion 5,000
C ap ita l S tock  ............................ 300,000
T o ta l ........................................... 751,800 751,800
In v e n to ry  D ecem ber 31, 1927, w as as
fo llow s:
32 lb. F a n c y  Seed, 60.000 lbs.
23 lb. F a n c y  Seed, 75.000 lbs.
21 lb. F a n c y  Seed, 670,000 lbs.
19 lb. F a n c y  Seed, 200,000 lbs.
17 lb. F a n c y  Seed, 75,000 lbs.
9 lb. F a n c y  Seed, 100,000 lbs.
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It is desired to take inventory on a 
cost basis of $408,000.00 less by-products 
of $1,500.00.
Required: Statement of loss and gain 
for year 1927; balance sheet as at De­
cember 31, 1927.
PROBLEM II
Under the will or John Dow, deceased 
in 1902, one-half of his estate was de­
vised, in fee, to his wife, and the other 
one-half was devised in trust to his six 
children, A, B, C, D, E and F, in equal 
shares for their natural lives, with re­
mainder to their heirs or devisees. The 
will provided that the income from the 
trust estate for the six children should 
he paid to them annually.
The entire estate consisted of 360 acres 
of land adjoining the limits of the city of 
Lexington.
The widow died intestate in April, 1917, 
survived by the six children named above, 
her sole estate consisting of the one-half 
of the estate devised her by her husband, 
John Dow.
The fair market value of the lands as 
of March 1, 1913, was $1,500 per acre, and 
the fair market value of the lands upon 
the death of the widow, in 1917, was 
$2,000 per acre.
The estate has never been divided and 
has been managed as a whole by the trus­
tees under the will of John Dow, who 
were also the administrators of the estate 
of the widow.
In 1926 the trustees and administra­
tors, acting under authority of the Circuit 
Court and with the consent of all the 
heirs, made a subdivision of the 40 acres 
of the lands adjacent to the city into 200 
lots of equal value. The cost of street 
and other improvements amounted to 
$160,000.00.
The lots were sold under a uniform 
sales contract, at $3,000.00 each, payable 
$500.00 in cash and $500.00 annually over 
a period of five years, the deferred pay­
ments being evidenced by notes bearing 
interest at the rate of 6 per cent per 
annum.
During the course of development in
1926, 80 lots were sold, for which the 
trustees received $40,000 in cash and 
$200,000 in notes.
During 1927 the following transactions 
were made:
Sale of 90 lots for $500.00 cash and $2,500.00 
notes each.
Sale of 5 lots for $3,000.00 cash each. 
Collected on 78 notes at $500.00 each for lots
sold in 1926 .................................. $39,000.00
Collected Notes in full for 1 lot sold
in 1926 ................................................  2,500
Collected Interest on Notes ..............  11,000
Paid Sales Expense ..............................  15,000
One lot sold in 1926 repossessed by pay­
ing the purchaser $250.00 in cash and 
surrendering his notes for $2,500.00.
It is desired to take up the profit on 
the lot sales on installment basis. Pre­
pare statement of loss and gain and show 
the distributive shares of taxable income 
for the year 1927.
PROBLEM III
Richard Wall died intestate in August,
1927, survived by his widow and six 
children. You have been employed by his 
administrators to determine values for 
the benefit of the appraisers of the estate.
You find that the deceased owned and 
operated, individually a garage in the 
town of X, under the name of The Mam­
moth Garage. In addition to the ordi­
nary garage business, The Mammoth 
Garage was distributor in about 20 
counties of a  standard make of car.
The following is balance sheet of The 
Mammoth Garage as of August 31, 
1927:
ASSETS
Accounts Receivable, trade.$18,000 
Notes Receivable, trade . . .  11,000
Inventory ..............................  26,000
Mammoth Sales Company . 8,000
Pine Motor Com pany........  60,122
Star Transportation Co. . . .  1,900
Wall Bus Company............  2,500
Arkansas Farm ..................  300
Home F a rm ..........................  4,678
Garage Building ..............  120,000
Total Assets ..................  $252,500
LIABILITIES
Bank Overdraft ..................  $5,000
Accounts Payable, trade . .  35,000 
Notes Payable, bank loans 20,000 
Bonds Payable (Garage
Building) ..........................  70,000
Richard Wall Investment
a /c  ....................................  122,500
Total Liabilities ..............  252,500
An investigation and analysis of the 
above accounts discloses the following 
facts: Accounts and notes receivable and 
inventory are worth book value. The 
Mammoth Sales Company is a partner­
ship and the $8,000.00 charged to this 
account represents investment made in 
1924 for a one-third interest in the part­
nership. The $60,122.00 charged to Pine 
Motor Company represents total charges, 
less credits, over a period of years, for 
new and used cars, parts and cash. The 
$1,900.00 charged to Star Transportation 
Company represents the wholesale price 
of two new cars shipped them in 1924. 
The $2,500.00 charged to Wall Bus Com­
pany represents cash advances made at 
various times. The $300.00 charged to 
Arkansas Farm represents a payment 
made on the purchase price of 1,325 
acres of land in Arkansas. The total 
purchase price was $5,300.00 according 
to a purchase agreement dated May 30,
1927. The deceased had a one-fourth 
reversion or remainder interest in the 
“Home Farm” in which his mother held 
a full life interest.
Just prior to Richard Wall’s death, the 
Home Farm was appraised at $10,000.00 
and he paid his mother $4,678.00 in cash
for her life interest. This was the amount 
due for the life interest according to the 
mortality tables in general usage in the 
State of Kentucky. The fair market value 
of the Garage Building was 120,000.00, as 
shown by the books. The liabilities shown 
by the books for bank overdraft accounts, 
notes and bonds payable, were found cor­
rect except for accrued interest amount­
ing to $3,000.00, and for additional income 
taxes for prior years of $7,000.00.
The partnership books of Mammoth 
Sales Company show that each partner 
originally contributed an equal amount 
and a present worth of $33,000.00.
The balance sheet of Pine Motor Com­
pany, August 31, 1927, follows:
ASSETS
Cash ......................................  $750
Accounts Receivable, trade 11,250 
Notes Receivable trade . . .  27,000
Inventory ............................  32,000
Real Estate and Equipment 37,000 
Star Transportation Co.,
open a / c ............................  22,000
Total Assets ....................  $130,000
LIABILITIES 
Accounts Payable, trade . .  $5,878 
Notes Payable, bank loans 27,000
Mammoth Garage ..............  10,122
Wall Bus Company, open
a /c  ......................................  20,000
Capital Stock ......................  50,000
Surplus ..................................  17,000
Total Liabilities . . . . . . . .  130,000
The $22,000.00 charged Star Transpor­
tation Company represents sales charged 
on open account. The $10,122.00 cred­
ited to Mammoth Garage is the rem ain­
der after charging the account with 
$45,000.00 capital stock and a check 
for $5,000.00 in June, 1927. This check 
was used by Wall in payment of the 
balance on Arkansas land and was 
never entered on the books of Mam­
moth Garage. The capital stock was
issued as follows:
Richard Wall (charged ac­
count of Mammoth Garage) ........  $45,000
Various employees (cash) ................  5,000
Total ..................................................  50,000
The balance sheet of the Star Trans­
portation Company, August 31, 1927, was 
as follows:
ASSETS
Cash ......................................  $500
Equipment ..........................  28,000
Wall Bus Co., open acct. . .  17,500
Total Assets ........................  $46,000
LIABILITIES 
Reserve for Depreciation ..$18,000 
Pine Motor Co., open acct. 19,500
Capital Stock ......................  5,000
Surplus ..................................  3,500
Total Liabilities ..............  46,000
The capital stock issued was as follows: 
Richard Wall, for 2 new automobiles $2,500 
Pine Motor Co. (charged to open ac­
count) ..................................................  2,500
Total ......................................................  5,000
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A n  e x a m in a t io n  o f  t h e  e q u ip m e n t  d i s ­
c lo s e d  i t  t o  b e  w o r t h le s s .  T h e  c o r p o r a t io n  
h o ld s  a  f r a n c h is e  o r  p e r m it ,  n o t  s h o w n  
o n  t h e  b o o k s , t h e  f a i r  m a r k e t  v a lu e  o f  
w h ic h  i s  $ 3 5 ,0 0 0 .0 0 .
T h e  b a la n c e  s h e e t  o f  W a l l  B u s  C o m ­
p a n y ,  a s  o f  A u g u s t  31 , 1 9 2 7 , w a s  a s  f o l ­
lo w s :
A S S E T S  
P in e  M otor C om p an y (o p en
a c co u n t)  .................................$20,000
T o ta l A sse ts  .......................... $20,000
L IA B IL IT IE S  
S ta r  T ra n sp o rta tio n  Co. ..$ 1 7 ,5 0 0  
M am m oth  G arage .................. 2,500
T o ta l L ia b ilit ie s  .................. 20,000
T h is  a p p e a r s  t o  b e  a n  u n in c o r p o r a t e d  
o p e r a t io n  fo r  t h e  c o n v e n ie n c e  o f  t h e  P i n e  
M o to r  C o m p a n y  a n d  S t a r  T r a n s p o r t a t io n  
C o m p a n y .
P r e p a r e  a d j u s t e d  b a la n c e  s h e e t  o f  t h e  
M a m m o t h  G a r a g e  s o  a s  t o  s h o w  t h e  
n e t  w o r t h  o f  t h e  e s t a t e .  A d j u s t e d  b a la n c e  
s h e e t s  o f  t h e  o t h e r  o p e r a t io n s  m a y  b e  
g iv e n ,  b u t  a r e  n o t  r e q u ir e d .
P R O B L E M  IV .
F o l lo w in g  i s  t r ia l  b a la n c e  o f  E lk h o r n  
C o r p o r a t io n  o n  D e c e m b e r  31 , 1 9 2 7 :
A ccou n t. D r. Cr.
C ash  ...........................................  $7,500
A cco u n ts  R ece iv a b le  . . . .  25,000
N o te s  R e ce iv a b le  ...............  7,500
L ea se h o ld  ..............................  250,000
E q u ip m en t ............... . ............  50,000
R o y a lt ie s  P a id  ....................  6,000
M in in g  P a y r o ll .................. 64,000
M in in g  S u p p lie s  an d  R e ­
p a ir s  ......................................  18,500
S a le s  C om m ission s . . . . . .  7,500
Office S a la r ie s  an d  Su p ­
p lie s  ......................................  22,500
In te r es t, T a x e s  an d  In ­
su ra n ce  .................................  10,000
C oal S a le s  ..............................  $148,035
N o te s  P a y a b le  ..................... 30,000
B o n d s  P a y a b le  ....................  75,000
7 p er  cen t P r e ferred  S tock
(1 ,000  sh a r e s  p a r  1 0 0 ) .  105,000
C om m on S to ck  (1 ,000
s h a r e s  par 10 0 ) .............  100,000
S u rp lu s ......................................  10,465
T o ta ls  .......................... 468,500 468,500
F o l lo w in g  i s  a n a ly s i s  o f  s u r p lu s :
J u ly  1, 1924— P refe rred
D iv id en d  .......................... $3,500
D ecem b er  31, 1924— L oss
a n d  G ain  ............................  25,000
J u ly  1, 1925— P referred
D iv id en d  ............................  7,000
D ecem b er  21, 1925 —
C om m on D iv id en d  . . . .  6,000
L o ss  and  G ain  ..........  $35,000
M arch 15, 1926— In com e
T a x  ......................................... 1,040
J u ly  1, 1926 — P referred
D iv id en d  ............................  7,000
D ecem b er 31, 1926— L oss
an d  G ain  ............................  37,000
M arch  15, 1927— Incom e
T a x  ........................................  4,995
J u ly  1, 1927— P referred
D iv id en d  ..............................  7,000
T o ta ls  .........................  61 ,535  72,000
T h e  c o r p o r a t io n  a c q u ir e d  t h e  l e a s e h o ld  
o n  J a n u a r y  1, 19 2 4 , f o r  $ 2 5 0 ,0 0 0 .0 0  c a s h .
The estimated recoverable tonnage a t date 
o f acquis ition was 2,500,000 tons, and the 
production each year has been as fo llow s:
1924  ..25,000 to n s
1925  ..............52,000 to n s
1926  ...57,000 to n s
1927  ...75,000 ton s
T o ta l ..............................  209,000 to n s
The equipm ent was purchased January
1, 1924, fo r  $50,000.00 cash.
On January 1, 1924, the corpora tion 
sold 1,000 shares 7 per cent p re fe rred  
stock ($100.00 p a r) a t $105.00 per 
share.
On January 1, 1925, the corpora tion 
sold $100,000.00 10-year 6 per cent 
bonds a t 95 and cred ited  the  proceeds 
to  bonds payable account. The bonds 
m a tu re  a t the  ra te  o f $10,000.00 per 
annum, and the m a tu ritie s  due January
1, 1926, and Jan ua ry  1, 1927, o f $10,- 
000.00 each w ere  pa id  and charged 
th is  account.
The bond in te res t due January 1, 1928, 
has been paid the trustee and is in ­
cluded in  expense.
The leasehold provides fo r a ro ya lty  
of 10 cents per ton  w ith  a m in im um  of 
$6,000.00 per annum. The difference be­
tween the m in im um  required and the 
am ount less than the m in im u m  actua lly  
earned shall be considered as advance­
m ents on any excess of the  m in im um  
earned in  any subsequent year. The 
m in im um  ro y a lty  o f $6,000.00 paid in  
each p r io r  year has been charged to  Loss 
and Gain. The equipm ent depreciates
10 per cent per annum , b u t no charges 
have been made fo r  e ith e r deprec ia tion  
o r dep le tion .
Restate Loss and Gain fo r each year, 
1924 to  1927, inclusive.
Handle a ll charges in  the m anner th a t 
w i l l  prove most beneficial in  m in im iz in g  
income taxes.
Show correct am ount o f income tax fo r 
each year.
Give balance sheet December 31, 1927.
QUARTER CENTENNIAL
(C o n tin u e d  from  pa ge  78) 
iza tion  th a t regardless of every other 
consideration he is bound and. priv ileged 
to state the t ru th —to  set fo r th  the facts. 
T ha t he m ust do th is  even though i t  
h u rts  h is  own c lien t. Such is the h igh 
e th ica l plane on w h ich  the accountant 
stands.
Moreover, the accountants are bette r 
paid today than members o f any other 
profession, and i t  is  no t now necessary 
fo r  accountants to  leave the profession 
in  order to  live  com fortab ly  and w e ll and 
to  provide fo r the fu tu re .
Comparisons are frequen tly  made o f 
the ju n io r  accountants o f the olden days 
w ith  those of the present. M any men 
speak of the  ju n io rs  o f yesteryear in  
term s of h ighest praise and lam ent th e ir
passing. They appear u n w illin g  to  be­
lieve th a t ou r recent crops of ju n io rs  are 
as good. I  don’t  share these views. I  
believe the young men com ing in to  the 
profession today are be tte r on the aver­
age, than  those o f twenty-five o r th ir t y  
years ago. A nd they should be because 
they have the advantage o f be tte r educa­
tion . Today more boys go to h igh  school 
and college than ever before. Our un i­
vers ities  and colleges have special cour­
ses w h ich  tra in  these young men fo r ou r 
profession. Dozens o f good books on ac­
countancy are available.
Yes, m uch is  said about the fa u lts  and 
delinquencies o f our so-called "fla m ing  
you th .”  As fo r  me, I  am a staunch be­
lieve r in  the  m odern youth. He appears to 
be qu ite  w o rth  w h ile  and I  f irm ly  believe 
he can be counted on to add to  the pres­
tige  of ours and a ll other professions.
T h is  noon one of m y associates re­
m arked th a t the  “ booze h a b it”  so preva­
le n t among accountants in  the old days 
is ra re ly  m et w ith  any more. T h is  is a 
w o rth y  tr ib u te  to  the present-day ju n io r. 
Please understand I  am not ra is ing  the 
p ro h ib it io n  question.
To re ta in  the position we have gained, 
we m ust do a ll we can to  ho ld ourselves 
in  pub lic  favor. We m ust rem ain hum ­
ble and no t le t success be our ru in a tio n . 
We m ust figh t to  keep up our standards. 
E th ica l and educational standards should 
be raised, no t lowered. I t  is  no ha rd ­
sh ip  these days fo r  young men to get an 
education. Twenty-five years ago m any 
boys stopped school w ith  graduation from  
gram m ar school. Others more fo rtuna te  
went th rough  h igh  school. O nly a few  
w ent to  college.
F requent a ttem pts have been made to  
low er standards by leg is la tive  action. The 
I l l in o is  Society has a respons ib ility  here 
w h ich  i t  has not fa iled  in  the past to  
recognize, no r w i l l  i t  fa il in  the fu tu re . 
The standards set by the men o f 1903 and 
m ain ta ined t i l l  now w i l l  no t be lowered.
The pub lic  accountant o f 1928, w h ile  
ta k in g  pride in  h is  achievements d u rin g  
the past tw enty-five years, fu lly  recog­
nizes h is  lim ita tio n s . There is  yet much 
to  be done. He passes on to the account­
an t of tom orrow  h is  unfinished w ork . He 
urges an even h igher standard o f ethics, 
ye t h igher standards of education, 
greater service to  coun try  and commun­
ity ,  greater cooperation among account­
ants, and an even more fearless a ttitu d e  
tow ard those who fo r u lte r io r  m otives 
attem pt to  suppress facts.
The pub lic  accountant of 1928 has 
fough t a good figh t, he has kept the 
fa ith ;  to  you, the  accountant o f tom or­
row , he th row s the torch.
Public Accounting in 1953
B y  GEO RG E E . F R A Z E R , C. P . A .
The C ha irm an o f the  com m ittee  who 
arranged th is  d e lig h tfu l a ffa ir  to n ig h t
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is  one o f m y pa rtners , so o f course I  
have a chance to  ta lk .
The C ha irm an was n o t able to  ask 
me to  ta lk  abou t accoun ting  in  1903 
because I  was the n  in  h ig h  school. He 
was ra th e r  dubious abou t ask ing  me 
to  ta lk  abou t accoun ting  today  because 
i t  m ig h t raise some questions o f m y 
competence, b u t he th o u g h t i t  pe r­
fe c tly  safe to  ask me to ta lk  abou t ac­
co u n tin g  tw e n ty -five  years fro m  now.
I  am  no t a p rophe t no r the  son o f a 
p rophet, and I  have no in te n tio n  o f 
bu rde n in g  you w ith  a long  ta lk .  There 
are, however, some observations th a t 
m ig h t p ro p e rly  be made.
In  1953 we m ay expect th a t the 
c lie n t w i l l  read th e  re p o rt. He w i l l  
read the  re p o rt p r im a r i ly  because i t  
w i l l  then be w e ll w o r th  read ing. I t  
w i l l  have back o f i t  the  l i te ra tu re  and 
the  tra d it io n s  o f a learned pro fession. 
I t  w i l l  be w r it te n  by men who have 
been tra in e d  th o ro u g h ly , w ho have 
been exam ined c a re fu lly , who are he ld 
to  h ig h  eth ics, w ho are p roud  to  have 
th e ir  ca llin g , and who are no t p a r t i­
c u la r ly  anxious to  prove th a t they  can 
m ake money.
Secondarily, the accountants’ repo rt 
w i l l  be read in  1953 because the  reader 
w i l l  have been educated to  unders tand  
the  econom ic te rm s o f business. The 
accoun tant o f 1953 w i l l  m arch a long 
w ith  the  pro fess iona l business m an 
whose scope o f in fo rm a tio n  and ac­
qua in tance w ith  techn ica l te rm in o lo g y  
w i l l  be equal to  the  task  o f rea d ing  a 
pro fess iona l docum ent. The account­
a n t o f 1953 w i l l  w r ite  a re p o rt th a t  
w o u ld  in te re s t us today  a g rea t 
deal. H e w i l l  s ta r t w ith  an a u d it as a 
d iagnosis o f business, b u t he w o n ’t  stop 
there . He w i l l  s ta r t  w ith  the  a u d it as 
the  fram e w o rk — the p re lim in a ry  th in g  
th a t he as an accoun tan t has to say. 
H e w i l l  go on fro m  the  a u d it w ith  a 
c r it ic a l analys is  o f the  econom ic fac to rs  
o f th e business th a t produce the resu lts  
recorded. He w i l l  n o t leave i t  to  some­
one ca lled  m anagem ent engineers, in ­
d u s tr ia l engineers, God know s w hat, to 
a tte m p t to  in te rp re t business cond i­
tions, bu t k n o w in g  th a t he stands 
sound ly  upon an a u d it o f facts, sound ly  
upon an analys is  o f the  business he w i l l  
present a c r it ic a l analys is  o f how  the  
balance sheet came about, and w h a t 
the  p ro fit  and loss sta tem ent records in  
te rm s o f business m ovem ent d u r in g  the  
pe riod  under rev iew .
He w i l l  n o t stop w ith  the  a u d it re ­
p o rt. He w i l l  s ta r t  the re . Indeed, in  
1953 the re  need n o t be in d u s tr ia l eng i­
neers and m anagem ent engineers w o rk ­
in g  on accoun ting  analyses. The ac­
coun tan ts  w i l l  p ro p e rly  do the  jo b  they 
sho u ld  do, and the  engineer w i l l  no t
a tte m p t to  do th a t  w h ich  the  account­
an t knows he shou ld  n o t t r y  to  do.
H a v in g  com pleted a c r it ic a l analysis 
o f the  reasons behind the  balance sheet 
and the  p ro fit  and loss s ta tem ent, the  
accoun tant w i l l  proceed to  the  im p o rt­
a n t p a rt o f h is  w o rk , fo r  w h ich  pre­
lim in a ry  pa rts  o f the  re p o rt were 
m ere ly  p re pa ra tion . H e w i l l  proceed 
to g ive h is  p ro fess iona l op in ion  as to 
w h a t the  cure is fo r  the  s itu a tio n s  th a t 
need cure, w h a t the  d ie t is  where d ie t 
is requ ired , w h a t the  exercises are th a t 
are in d ica te d ; in  o th e r w ords, the  ac­
coun tan t w i l l  proceed in  the  th ir d  p a rt 
o f h is  re p o rt to  set up a budget. I t  
w i l l  take  tw e n ty -five  m ore years to  get 
accountants to  m ake budgets, b u t they  
w i l l  m ake them  in  1953. T hey w i l l  
n o t leave the  budgets to  be made by 
s ta tis tic ians, business forecasters, and 
experim enters. Based upon aud its , 
based upon c r it ic a l analyses and in te r ­
p re ta tion s  they, them selves, as p ro ­
fessiona l men, w i l l  be o f o p in io n  w h ich  
is, o f course, th e  exercise o f the  p ro ­
fessiona l fu n c tio n .
As supplem ents to  th e ir  rep o rts  the  
accountants w i l l  m ake cost analyses, 
systems, advice on ta x  m a tte rs ; m ore 
tha n  they  do today because the y  w i l l  
add to  incom e ta x a tio n  the  g ro w in g  
prob lem  o f p ro p e rty  ta xa tio n . A c­
countan ts w i l l  be asked to  s it  on gov­
e rnm en t com m issions and boards to  
represent econom ic in te rp re ta tio n . W e 
w i l l  not then, in  1953, have the curious 
exam ple o f a board  o f ta x  appeals com ­
posed o f law yers  a tte m p tin g  to  deal 
w ith  econom ic ru le s  w ith  w h ich  they  
are fo r  m ost p a r t n o t w e ll in fo rm e d . W e 
w i l l  no t, in  1953, have commerce com ­
m issions composed o f p o lit ic ia n s  and 
u t i l i t y  com m issions composed o f p o li­
tic ians , and ra ilro a d  com m issions com­
posed o f p o lit ic ia n s , b u t we w i l l  have 
com m issions composed o f m en tra in e d  
in  the  la w  and tra in e d  in  accoun ting  
w ho are able in  A m erica  to  serve th e ir  
people as s im ila r  com m issions fo r  
tw en ty -five  years past have served the 
Germ an people. W e w i l l  come to  th a t 
as an A ng lo -S axon people ra th e r 
s low ly , bu t we w i l l  come to it ,  and the 
accoun tant w i l l  seek pu b lic  office. T h a t 
is, I  th in k , the  g reatest b low  I  cou ld 
g ive to you, b u t the  accoun tant w i l l  
seek pu b lic  office because p u b lic  office 
w i l l  dem and in  its  fu lf i l lm e n t  and re ­
qu irem ents  the  so rt o f t ra in in g  and 
p re pa ra tion  th a t the  accoun tant is p re ­
pared to  give.
N ow  I  am becom ing reckless. The 
accoun tant w i l l  s it  on boards o f d i­
rectors to  represent the thousands o f 
s tockho lders who are n o t now  rep re ­
sented in  the  ow nersh ip  o f the  g rea t 
co rpora tions, w h ich  w i l l  be m uch
g re a te r in  1953. The g rea t mass o f 
the  s tockho lders  w i l l  no lo ng e r re ly  fo r  
th e ir  rep resen ta tion  on boards o f d i­
rec to rs  upon the  bankers w ho b ro u g h t 
o u t the  stock, upon th e  p res iden t o f 
the  com pany w ho is pa id  by the  com ­
pany, upon h is  a tto rn ey , o r upon the 
o th e r absentee gentlem en w ho so f re ­
q u e n tly  com prise boards o f d irec to rs . I  
am n o t p re d ic tin g  th a t  the  accountants 
w i l l  con s titu te  boards o f d ire c to rs ; I  
am  p re d ic tin g  th a t i t  w i l l  be e th ic a l in  
1953 fo r  an accoun tant to  s it  on the  
board o f d irec to rs , th a t  he w i l l  be g lad 
to  s it  the re , and w hen he s its  the re  he 
w i l l  s it  the re  in  the  same capac ity  as 
h is  re p o rt is now  supposed to  rep re ­
sent: th a t o f p ro te c tin g  the  investo r.
I  h e a rt ily  believe th a t in  1953 the pro­
fessiona l accoun tan t w i l l  be the  day by 
day adviser o f th e  business th a t  seeks 
his service. H e  w i l l  n o t be ca lled  in  
a fte r  the  close o f the  yea r; he w i l l  be 
the re  th ro u g h o u t the  year.
I t  fo llo w s  in  th is  p re d ic tio n  th a t  the  
accountant w i l l  get on the jo b ; he w i l l  
no t send o u t ju n io rs  to  do a l l o f the  
w o rk , and s ign  a re p o r t in  the  office a 
thousand m iles  away. H e w i l l ,  h im se lf, 
kn o w  the  business. He w i l l ,  h im se lf, 
fee l, w ith  the  officers and m anagem ent, 
the  prob lem s in  the  business. He w il l ,  
h im se lf, f ro m  day to  day, a c tiv e ly  en­
gage in  pro fess iona l advice as does 
th e  a tto rn e y  today  on an annua l re ­
ta in e r fee, as p a r t o f  h is  re a l ro u tin e  
w o rk ; he w i l l  be c lose ly  associated w ith  
the m agnificent progress w h ich  A m e ri­
can business w i l l  see in  1953.
F o r  th a t  reason the  accountants w i l l  
be ve ry  m uch la rg e r in  num bers. I t  
w i l l  no lo ng e r be possib le fo r  one m an 
th ro u g h  1,000 servants to  serve 1,000 
businesses, any m ore th a n  i t  is  possible 
today fo r  one la w ye r th ro u g h  1,000 
c le rks  to  serve 1,000 companies. There  
w i l l  be m ore accoun tants; they  w i l l  be 
m ore in t im a te ly  associated w ith  bus i­
ness; the y  w i l l  be o f in te nse ly  g rea te r 
va lue  to  business; the y  w i l l  fee l th e ir  
re s p o n s ib ility  m ore kee n ly  because the  
fo rce  of  com p e titio n  w i l l  com pel them  
to g ive  the  service w h ich  com pe tition  
today  does n o t req u ire , and th e y  w i l l  
g ive i t  because in  1953 (th a n ks  to  the  
p ioneer w o rk  o f 1903, tha nks  to  the 
beg inn ing , and o f course i t  is o n ly  a 
beg inn ing  o f rea l accoun ting  lite ra tu re  
we have no w ) the re  w i l l  be an ade­
quate accoun ting  li te ra tu re  w r it te n  fo r  
the  m ost p a rt by  men who are pro fes­
sors in  u n ive rs itie s  and have g iven a 
life t im e  to  exhaustive research on ac­
counting  problems. Just as today, in
1928, the  m ed ica l li te ra tu re  is w r it te n  
by m ed ica l research men, the  lega l 
li te ra tu re  is w r it te n  by  lega l research 
men, in  1953 we w i l l  have a rrived  at 
th e  t im e  w hen o u r accoun ting  li te ra ­
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tu re  w i l l  be w r it te n  by accoun ting  re ­
search men. In  1953 the  accoun ting  
research m an w i l l  be honored. The 
g re a t m an in  1953, o f th e  accoun t­
in g  p ro fession w i l l  be the  g re a t a u th o r­
i t y  on some abstruse and te ch n ica l p o in t 
in  accounting w h ich  he has mastered, 
ju s t  as today the  g rea t m an in  the  m ed­
ic a l pro fess ion is  the  g re a t research 
docto r, o r th e  g re a t m an in  th e  lega l 
profession is  honored a t the  b a r asso­
c ia tio n  as the  d is ting u ish ed  pro fessor, 
say fro m  H a rv a rd  L a w  School.
So in  1953, as a learned pro fession, 
we w i l l  ho no r le a rn in g ; we w i l l  no t 
com m ent p a r t ic u la r ly  on the  nu m ber o f 
m en a m an has em ployed o r  the  nu m ­
be r o f engagements he has, o r th e  size 
o f h is  fees. W e w i l l  h o no r the  le a rn in g  
th a t is  in  the  man, the  devo tion  and 
sacrifice th a t he has p u t in — (tw e n ty - 
five years by th e n )—in  research w ork. 
T h a t means, o f course, in  1953 men 
w i l l  n o t s ta r t  p ra c tic in g  acco un ting  a t 
the  age o f tw en ty -five  o r  th e  age o f 
th ir ty .  The p ra c tit io n e r w i l l  be a com­
p a ra tiv e ly  o lde r m an w ith  a lo n g e r pe­
r io d  o f  p re pa ra tion , w ith  m ore m a te ria l 
to  absorb, w ith  g rea te r teachers, w ith  
m ore exact requ irem en ts .
U n fo rtu n a te ly , in  1953, the  account­
an t w i l l  t ra v e l a good deal m ore tha n  
he does today. Instead o f  tra v e lin g
20,000 m iles  a year, he w i l l  tra v e l fro m  
T o k io  to  B e r lin  and fro m  the  nex t en­
gagem ent in  A m sterdam  to  the  engage­
m en t in  Peru . He w i l l  tra v e l the re  be­
cause the  business he serves w i l l  be a t 
a l l  those po in ts  and he w i l l  have to  
be a t a l l those po in ts  to  serve th e  bus i­
ness w e ll. He w i l l  be a c itize n  o f the 
w o rld . W e m ay a ll be c itizens o f  the 
U n ite d  States and o f the  w o r ld  in  1953, 
b u t the  accoun tant m ust necessarily  be­
come less in su la r, less p ro v in c ia l;  he 
m us t become a m an o f w o r ld  acq ua in t­
ance w ith  w o r ld  a ffa irs , whose k n o w l­
edge o f  h is  pro fession goes back to  the  
e a rlie s t books on economics 500 years 
ago, and goes down progress ive ly  
th ro u g h  the  ages to  1953, w ith  an in ­
creasing respect fo r  the  m ost d iff ic u lt  
p ro fession in  the  w o rld . A ccou n tin g  in  
1953 w i l l  be the  m ost d if f ic u lt  p ro fes­
sion in  the  w o rld . W here  i t  now  re ­
qu ires poise and ju d g m e n t and m ora l 
cha rac te r to  w ith s ta n d  te m p ta tio n  in  its  
less ev iden t fo rm s, in  1953, w o r ld  a f­
fa irs  w i l l  be so com plex, in d u s tr ia l de­
ve lopm ent w i l l  be so la rge  and so in te r ­
re la ted  th a t i t  w i l l  re q u ire  g rea t re ­
sources o f character, g rea te r even than  
we re q u ire  to d a y  to  m eet the  ever 
exacting  standard  o f te ll in g  the  t ru th ,  
b u t the  accoun tant in  1953 w i l l  do it .  
W hen the y  come to  the  d in n e r tab le  in  
1953, H im m e lb la u  and George Rossetter 
and some o f the  o th e r young  fe llow s 
o f 1928, can then  get up and te l l  us h ow 
crude we a ll were in  1928.
T A L K IN G  SH O P
(C o n tin u e d  f r o m  pa ge  74) 
on ly m an who has ever been both  P resi­
dent and  Ch ief Justice o f the U n ited 
States, W ill ia m  H ow ard T a ft, is  a mem­
ber o f P h i Beta Kappa.
The fo llo w in g  ad d itiona l P h i Beta 
Kappa’s have reported up to  press tim e :
Name College State Certified
L eo L . G o ld s te in . .C. C. N . Y ............. N . Y.
P . D. L is c o m b ___ V a n d e rb i l t .................  I l l .
C. C. S ta e h l in g . . .U . o f C h ic a g o ......... C alif.
O tto  T. T a y lo r___ D a r tm o u th .............N . Y.
H o w ard  C. G re e r .N o r th w e s te r n .............. I l l .
I f  there seems to  some our readers de­
lay  in  ge tting  th e ir  con tribu tions to 
p r in t, we ask them  to  remember the 
fo llow ing : We m ust get our copy to M r. 
Springer, in  W ashington, before the 20th 
of each m onth, so th a t he in  tu rn  can 
get i t  to  press in  tim e. A nd thus, on ac­
count o f the tim e  lapse, much good ma­
te r ia l is  no t available fo r  pub lica tion .
A  red-hot com m unication received one 
day a fte r going to  press, m ay have no 
news value by the tim e  the nex t issue 
is ready. I f  you doubt th is  tim eliness 
element, ask any newspaper man. He 
knows; and how!
T H E  IM PO RTANCE OF  
C O RRECTNESS
(C o n tin u e d  f r o m  pa ge  80) 
to  business. You see the  sun r is in g  
every m o rn in g  and the  m arve lous sun­
set every evening, and you kno w  i t  is 
the  finest in  the  w o rld . L e t us believe 
in  ourselves —  be salesmen, in  o the r 
w ords— salesmen o f o u r c itizensh ip , o f 
o u r pro fession and o f o u r jobs. I  
heard o f a m an crossing a b ridge  who 
looked up and saw a  fe llo w  fix in g  to  
ju m p  o ff a g ird e r. He said, “ Here, 
w h a t’s the  m a tte r?  Y ou don ’t  w a n t 
to  do th a t. ”  “ Yes, I  am  go ing  to  do 
it .  I  am th ro u g h . I  am go ing  to  com­
m it  su ic ide  r ig h t  here .”  “ No, no, come 
here, and le t  me ta lk  to  you fo r  ten 
m inutes, and then  you can go ahead 
i f  you w a n t to, b u t I  w a n t to  know  who 
you are and where you come fro m .”  
So he sat down and ta lk e d  to  the  m an 
and he asked the m an w h a t he was, and 
the  m an said he was a salesman, a h igh  
pressure salesman. So the  m an ta lke d  
to  h im  a few  m om ents, and in  about 
ten  m inu tes the re  were tw o  o f them  
c lim b in g  to  the  g ird e r. Now , we can’t  
a l l be qu ite  as effective  as th a t, as 
salesmen, b u t we can se ll o u r jo b  and 
can se ll o u r business and m ake people 
unders tand  th a t we are sub s tan tia l, 
progressive, active  business men, th a t 
we are n o t lo o k in g  fo r  sym pa thy o r 
p ity , b u t m ere ly  lo o k in g  fo r  an oppor­
tu n ity  to  w o rk  and rende r h e lp fu l, use­
fu l service to  the  com m erce, to  the  
c itizensh ip  o f the  w o rld .
I  cou ld  ta lk  a l l day and a l l  n ig h t 
r ig h t  a long th a t l in e ,  i f  yo u r courtesy 
w o u ld  p e rm it i t  and yo u r tim e  and 
m ine. L a s t sp rin g  I  ta lk e d  tw o  so lid  
hours  to  1,800 men, and no t a m an le f t  
the  room  w h ile  I  spoke, and before  I  
le f t  the  S ing S ing w arden  said, “ I t  
doesn’t  h u r t  to  ta lk . ”
Now, g e ttin g  on to  a conclusion, I  
w i l l  te l l  you a s to ry  I  know , and I  w i l l  
close fo r  the  f irs t  tim e . I  usu a lly  close 
abou t fo u r  tim es. T h is  is the  o ldest 
s to ry  I  know . I t  is the  s to ry  o f a m an 
who lo s t m ore th a n  he w o u ld  have ever 
ga ined in  the  w o rld , because he d id n ’t  
kno w  people, and he liv e d  a l l  by h im ­
se lf o u t in  M on tana  in  th a t  la nd  o f 
m arve lous skies and w o n d e rfu l grass, 
and he had never seen a la d y  in  h is  life , 
and one day he w e n t to  Chicago w ith  
h is  ca ttle , because he sold ca ttle , and 
he was w a lk in g  w ith  an acquaintance 
in  the  s tree t and a la d y  passed and he 
said “ W h a t is i t ? ”  H is  fr ie n d  said, 
“ W h a t do you m ean?”  He said, “ Over 
the re  w ith  th e  ca lico on?”  H is  fr ie n d  
rep lied , “ T h a t is a la dy— a wom an—  
m o the r— w ife — sw eetheart —  daugh­
te r— the  fa ire s t, m ost w o n d e rfu l crea­
t io n  o f God.”  W e ll, he had never seen 
a w om an before, so he said, “ L e t ’s go 
near he r and ge t a close-up.”  W e ll, 
an in tro d u c tio n  fo llow e d , and in  a 
s h o rt w h ile  he m a rr ie d  he r, and the  
next day a fte r  the  w edd ing  he b ro u g h t 
he r to  h is  l i t t le  cab in o u t on the  p la in  
w here the re  was n o th in g  b u t ca ttle  and 
horses and cows. T hey were as happy 
as b ird s  in  the  sp rin g tim e , un do ub t­
ed ly. In  a week o r tw o  a fte r, she fe l l  
down th e  steps and b roke  he r lim b . 
W hen he next came to  to w n  he to ld  
h is  fr ie n d  abou t i t ,  and his fr ie n d  said, 
“ W h a t d id  you  do, w h a t d id  you do 100 
m iles fro m  the  doc to r and no d ru g  
s to re? ”  “ I  had to  shoot he r, o f course 
— on ly  th in g  I  cou ld  do .”  I t  shows 
the advantage o f kn o w in g  people. W e 
le a rn  every day. I  f in d  I  go to  school 
th ro u g h  life . Some accum ulate w ea lth  
and some increase the num be r o f th e ir  
fr ien ds . F r ie n d s ! W h a t can you find  
m ore va luab le  th a n  a la rge  crow d o f 
fr ie n d s  to  welcom e you back a t you r 
ow n home to w n  w hen you go back? 
Oh, i t  is sp lendid . Som etim e you 
progressive m en— you m en who are 
techn ic ians and good c itizens and 
p rogress ive  business m en— fo rg e t th a t 
you are m erchan ts— fo rg e t th a t you are 
a rtis ts — fo rg e t th a t you are men o f 
science and research, and you consider 
m ere ly  the  co ld  figu res th a t appear 
upon the page. Y ou fo rg e t the  hum an­
ness th a t the re  is in  the  docum ent be­
fo re  you.
I  kno w  you kno w  the  im portance  o f 
be ing  correct, the  im portance  o f be ing
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on tim e . I  know  you kno w  the  va lue 
of  a day, b u t som etim es I  fe a r th a t you, 
a l l  o f us, fo rg e t the  va lue  o f ac tive  good 
c itize nsh ip  in  o u r hom e com m unities . 
There  is a lo t  o f d iffe rence in  th e  qu ie t 
c itize n  who carries  h is  share o f the  load 
o f the  com m u n ity  and the  active  c itize n  
w ho pu ts i t  on bo th  shou lders and goes 
a lon g  c a rry in g  the load o f the  fe llo w  
who sh irks . Do you rem em ber abou t 
M ike , on the  te n th  o r tw e lf th  floo r 
who s ta rted  home, ra th e r  w e ll lu b r i­
cated, and as he s ta rte d  to  go down, 
the  door was open and he w e n t down a 
lo t  o f steps, and P a t ca lled  o u t to  h im , 
“ Say, are you a l l  r ig h t  dow n the re ? ”  
“ Yes, he rep lied , b u t w a tch  o u t fo r  th a t 
f ir s t  step is a h e ll o f a long  one.”  Some­
tim es i t  is a lo ng  w ay fro m  the qu ie t 
c itize n  to  th e  active  one— fro m  the  
m an who w ants to  te l l  the  s to ry  o f h is  
p ro fession to  the  m an w ho ju s t  be­
lieves in  i t  b u t never says a w o rd  abou t 
i t .
Y ou are do ing  m arve lous w o rk  in  
yo u r o rg an iza tio n , w ith  y o u r e th ics 
and y o u r progressive  ideas and every­
th in g . I t  creates th a t respect th a t you 
are e n tit le d  to . D on ’t  fo rg e t to  w a tch .
I  kno w  a m an who saved the liq u o r  
tra ffic  in  a state fo r  tw o  years, by the  
le g is la tu re  a d jo u rn in g . He ta lk e d  and 
ta lk e d  u n t i l  the y  cou ld  n o t ge t the 
p ro h ib it io n  b i l l  passed, and thus  saved 
abou t 200 souls fo r  tw o  years longer. 
The saloon m en m e t a few  days la te r 
and gave h im  a d inn e r. T hey asked 
h im  w h a t he w anted  them  to  do fo r  
h im  and asked w h a t o u g h t to  be done, 
“ W e ll, I  don ’t  know , fe llow s, w h e the r 
I  have done a n y th in g  o r no t. Do you 
th in k  $10.00 w o u ld  be too  m uch?”  
Som etim es we get ju s t  abou t th a t way 
and p u t o u r prices w a y  down. Now,
I  believe in  a b id in g  and com p ly in g  w ith  
the  law , w hateve r i t  is, e ith e r enforce 
i t  o r  get r id  o f i t .  A  good c itize n  is 
a be lieve r and com p lie r w ith  every p ro ­
v is ion  o f th e  la w  by  a ll,  and no t by 
ju s t  those w ho believe in  it .  W e have 
to  w o rk  w ith  ou r governm ent. I t  is 
yo u r governm ent and m ine. I t  is yo u r 
sta te and m ine. I f  you liv e  in  L o u is ­
ia na  and th e  South, you have m ore 
reason tha n  ever to  be proud . B u t a l l 
the  beau ty and b ra in  and w e a lth  o f the  
w o r ld  is n o t dow n here. There  is some 
good to  be fou nd  in  every s tate in  the  
U n ion . There  shou ld  be a w id e r ap­
p re c ia tion  o f one’s c ity  and sta te bu t 
the re  shou ld  also be in c lud ed  an appre­
c ia tio n  o f a l l o thers. W e a ll be lieve in  
the  same God and t ru s t  to  h is  p ro v i­
dence and a ll expect to  share the  joys 
o f Heaven a t the  end o f the  t r a i l .  
C louds shou ld  n o t be p e rm itte d  to  ob­
scure the  benefits w h ich  come to  a l l 
fro m  the e ffo rts  o f each.
H ID D E N  C R ED IT P IT F A L L S  IN  
F IN A N C IA L  ST A T E M E N T S
(C o n tin u e d  f r o m  pa ge  72) 
agreem ent, be used fo r  any o th e r p u r­
pose th a n  to  re t ire  bonds; i t  m ust be 
classified unde r the  head ing o f In ve s t­
m ents o f Reserves and Funds, shown 
in  E x h ib it  “ C.”  L ike w ise , Bonds P u r­
chased F o r  S in k in g  F u n d  are n o t C ur­
re n t Assets, and since they  cannot be 
reso ld and the proceeds used to  m eet 
c u rre n t debts, th is  ite m  m ust be classi­
fied w ith  S in k in g  F u n d  Cash. C ap ita l 
Stocks o f S ubs id ia ry  Com pany have no 
c u rre n t va lue , since the y  cannot be 
sold w ith o u t adverse ly a ffec tin g  the  
Com pany’s business.
On th e  L ia b i l i ty  side o f the  de ta iled  
Balance Sheet shown in  E x h ib it  “ B ,”  
is fou nd  an ite m  o f C h a tte l M ortgage 
Notes, c lassified un de r the  head ing 
F ixed  L ia b ilit ie s . The accountants 
f in d  th a t they  are due m o n th ly  a t the 
ra te  o f $3,000. U nde r such cond itions  
the y  are m ore c u rre n t in  na tu re  than  
fixed, and m us t be rec lassified ac­
c o rd in g ly . Em ployees Savings Ac­
counts, va lued  a t $12,865, raises the  
question as to  where is the  sup p o rtin g  
Cash on the  Asset side. The account­
ants f in d  th a t the  Com pany is m e rg ing  
the  same w ith  th e  genera l business 
Cash, and since such a prac tice  is 
w h o lly  u n e th ica l and unsound, th is  
item  m ust be rec lass ified in  E x h ib it  
“ C”  on bo th  Asset and L ia b i l i ty  sides. 
Reserves in c lud e  ca lcu la ted  ta x  l ia ­
b i l i t y  fo r  the  fisca l year ju s t  closed, 
and estim ated D eprec ia tion  o f B u ild ­
ings, M ach ine ry  and E qu ipm en t. B o th  
item s m ust be reclassified, the  fo rm e r 
be ing, in  re a lity ,  a C u rre n t L ia b il i ty  
and the  la t te r  a contra-asset, w h ich  
m ust be deducted fro m  the  F ixed  As­
set item s, in  o rd e r to  set fo r th  th e ir  
re m a in in g  o r book values.
In  E x h ib it  “ A ,”  S urp lus  was shown 
as one to ta l.  On analysis, the  account­
ants fou nd  th a t th is  inc luded  $56,000 
as Reserve fo r  S in k in g  F u n d  re q u ire ­
m ents, and th is  Surp lus, because o f 
n o t be ing ava ila b le  fo r  d is tr ib u tio n  as 
D iv idends, m ust be set ou t spec ia lly  
in  E x h ib it  “ C.”
F ro m  the fo re g o in g  i t  m ust be ev i­
dent th a t the  na tu re  o f Balance Sheet 
item s is o f u tm o s t im portance , since i t  
is o n ly  th ro u g h  d e te rm in a tio n  o f th e ir  
na tu re  th a t th e y  m ay be p ro p e rly  
c lassified and arranged in  such a m an­
ne r as to  p rov ide  the  basis fo r  ana ly­
sis and the fo rm in g  o f lo g ica l conclu­
sions.
B alance S h eet A n alysis and C onclusions
As the  Balance Sheet was sub m itte d , 
as per E x h ib it  “ A ,”  the  ap p lican t ap­
peared to  be in  exce llen t con d ition . 
W ith  apparen t W o rk in g  C ap ita l o f 
$288,642, o r 77.29 per cent o f T o ta l
C ap ita l o r  P ro p rie to rs h ip , and a cu r­
re n t ra t io  ( i.  e. C u rre n t Assets d iv ide d  
by C u rre n t L ia b il i t ie s )  o f 5½— to  1, i t  
w o u ld  seem th a t the re  w o u ld  be no 
r is k  in vo lve d  in  ex tend ing  c re d it to  a 
com pany w ith  such an ad m irab le  show­
ing . In  fa c t i t  was, in  the  m in d  o f the  
C re d it M anager, a lm ost too good to  be 
tru e , and th is  reaction , tog e the r w ith  
h is  d issa tis fac tio n  w ith  the  m eagre 
Balance Sheet data, made h im  too 
skep tica l to  accept appearances. He 
was also anxious to  kno w  w h a t was the 
re la tio n sh ip  between Q u ick  Assets and 
C u rre n t l ia b ilit ie s , and to  be able to  
ca lcu la te  th e  o th e r ra tio s  and percen t­
ages lis ted  in  E x h ib it  “ A .”
W h a t a con tra s t E x h ib it  “ C”  p ro ­
v ides! There  has been, as com pared 
w ith  E x h ib it  “ A ,”  a red u c tio n  in  W o rk ­
in g  C a p ita l o f $177,135, w h ich  now 
am ounts to  o n ly  38.09 per cent o f To­
ta l C ap ita l. L ike w ise  the  c u rre n t 
ra t io  has been reduced to  2 to  1. 
W h ile  th is  ra t io  is considered fa ir ly  
sa tis fa c to ry  by  students o f c re d it, in  
th is  case the  Cash e lem ent o f the  C u r­
re n t Assets is n o t su ffic ie n tly  h ig h , n o t­
w ith s ta n d in g  the  fa c t th a t the  ra t io  o f 
Q u ick  Assets to  C u rre n t L ia b ili t ie s  is 1 
to  1. A lso , o f g re a t im portance  in  th is  
connection is the  existence o f Con­
tin g e n t L ia b ilit ie s , am o u n tin g  to  $63,- 
747, and i t  is  v e ry  probab le  th a t the  
f ir s t  item , o r $22,635 fo r  roya ltie s  be­
cause o f in fr in g e m e n ts , w i l l  have to  be 
pa id ve ry  soon.
T rade Accounts Receivable are h igh  
in  p ropo rtion  to  Inven to ry , th is  figure 
being 79.67 per cent. W h ile  previous 
years ’ figu res are n o t ava ilab le , a con­
s is ten t increase in  th is  percentage 
w ou ld  in d ica te  a s lo w in g  up o f co llec­
tion s  and hence a lo w e r q u a lity  o f the  
receivables. T u rn o ve r, assum ing th a t 
the  In v e n to ry  a t the  end o f the  yea r 
represents the  average, is 3.92 tim es, 
and th is  is v e ry  good. T u rn o ve r is a 
ve ry  com m on b u t also a v e ry  m uch 
m isunderstood te rm . A  ve ry  com m on, 
b u t erroneous, practice  is to  ob ta in  the  
T u rn o v e r percentage by  d iv id in g  Sales 
by  In v e n to ry  a t cost. I t  should be se lf- 
ev iden t th a t m ix in g  o f sales and cost 
elem ents in  th is  fash ion , canno t pos­
s ib ly  produce co rre c t resu lts . Cor­
re c tly  figu red , T u rn o v e r equals Sales 
d iv ide d  by average In v e n to ry  a t se llin g  
prices ( th is  m ethod is com m on ly  used 
in  la rge  re ta i l s to res), o r  Cost o f Sales 
d iv ide d  by  average In v e n to ry  a t cost 
o r  m a rk e t w h icheve r is low er.
S um m ariz ing , the  Balance Sheet 
shown in  E x h ib it  “ C”  w o u ld  seem to  
ju s t i fy  an a tt itu d e  o f extrem e cau tion  
against g ra n tin g  o f a lin e  o f cred it. 
P ossib ly  those o f you w ho kno w  m ore 
abou t ac tua l c re d it a d m in is tra tio n  
w o u ld  d isagree and w o u ld , in  th e  l ig h t
92 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T March,
o f sales vo lum e and p o te n tia l ea rn ing  
power, consider the  Com pany a good 
r is k . L e t us now  discuss the  ea rn ing  
power fac to rs .
N et E arn in gs and Surplus R econ cilia ­
tio n
N et E a rn ings , as shown a t the  fo o t 
of the app lican t’s condensed Balance 
Sheet (E x h ib it  “ A ” ) ,  were $36,412, 
bu t, a fte r  the  accountants discovered 
the  w orth less accounts, a n tic ip a ted  In ­
ve n to ry  p ro fit, and trade  d iscounts, N e t 
E a rn in gs  decreased to $21,710.
The im portance  o f in s is t in g  upon 
ha v in g  a re c o n c ilia tio n  w ith  the  S ur­
p lus balance a t the  be g inn ing  o f the  
year was c le a rly  dem on tra ted  in  th is  
case. As p re v io u s ly  po in ted ou t, the 
S urp lus  in c lud ed  $56,000 as Reserve 
fo r  S in k in g  F u n d  w h ich  was n o t a v a il­
able fo r  d is tr ib u tio n  as D iv idends. A lso ,
7 per cent P re fe rre d  D iv idends were 
pa id  and, n o tw ith s ta n d in g  the  o n ly  fa ir  
ea rn ings show ing, even p r io r  to  a d ju s t­
m ent, the  Com m on Stock ho lders  re ­
ceived 10 per cent, the  to ta l D iv idend  
d is tr ib u tio n  e q u a llin g  $17,000. As 
shown in  the  ad jus ted  Balance Sheet 
(E x h ib it  “ C” ) ,  o n ly  $4,710 o f the  
yea r’s N e t E a rn in gs  were re ta ine d  in  
the  business, and the  Free S urp lus was 
o n ly  $36,730, com pared w ith  apparent 
F ree S urp lus o f $173,432 a t the  tim e  
the a p p lic a n t’s Balance Sheet was f irs t  
received.
P rofit and L oss S tatem en t A n alysis
I t  is  always advisable to  in s is t upon 
seeing a P ro f it  and Loss S ta tem ent fo r  
the  f u l l  pe riod  end ing  a t the  Balance 
Sheet date. The tendency is to w a rd  a 
condensed fo rm , such as is shown in  
E x h ib it  “ B a .”  I t  makes possible the 
ca lcu la tio n  o f tru e  T u rn o ve r and o ther 
percentages and ra tio s  w h ich  are v a lu ­
able in  the  analysis. Com pany po lic ies 
are ve ry  o fte n  reflected in  the  P ro f it  
and Loss S tatem ent. F o r th is  reason, 
a m ore de ta iled  s ta tem ent is p re fe ra ­
ble, and i t  shou ld  be ve ry  l i t t le  m ore 
d if f ic u lt  to  ob ta in  i t  th a n  the  condensed 
fo rm .
C onclusions a s to  N et E arn in gs and  
E arn in g C apacity
A ccord in g  to  the  a p p lic a n t’s s ta te­
m ent and books, Net E arn ings were 
10.4 per cent o f es tim ated T o ta l Capi­
ta l o r P ro p rie to rs h ip  a t the f irs t  o f the 
year. T h is  show ing, in  the  absence o f 
know ledge o f special cond itions, was 
ap pa re n tly  fa ir ,  since the  N e t E a rn ings  
were 18.2 per cent o f the C ap ita l S tock, 
w h ich , assum ing N o rm a l P re fe rre d  
S tock ou ts tand ing , w o u ld  p rov ide  fo r  
sa tis fa c to ry  Common Stock D iv idends 
and fo r  a reasonable increase in  W o rk ­
in g  C ap ita l. H owever, the  accoun tants ’ 
find ings , p re v io us ly  re fe rre d  to , neces­
s ita te d  a dow nw ard  rev is ion  o f the  N et
E arn ings , w h ich  became $21,710, o r 
o n ly  7.42 per cent o f P ro p rie to rs h ip  
and 10.85 per cent o f th e  C ap ita l Stock. 
T h is  is an un sa tis fa c to ry  show ing, bu t 
w hen i t  was fou nd  th a t P re fe rre d  Stock 
am ounted to  $100,000, one h a lf  the  
to ta l stock issue, th a t the  ho lders  o f 
th is  s tock rece ived $7,000 in  D iv idends, 
and the Common S tock a 10 per cent 
D iv ide nd  a m o un ting  to  $10,000, the  
s itu a tio n  was such th a t the  ap p ly ing  
com pany’s fin a n c ia l po lic ies were sub­
je c t to  severe c r it ic is m . O n ly  $4,710 
o f the  ye a r’s re a l N e t E a rn in gs  were re ­
ta ined  in  the  business, despite the  poor 
cash pos ition .
Cost of Goods sold was 61.04 per cent of 
N e t Sales. F o r an appliance com pany 
th is  was h igh , w h ile  S e llin g  Expense o f
22.01 per cent was, no doub t, low . The 
C re d it M anager can ve ry  lo g ic a lly  m ake 
the conclus ion th a t the  m a n u fa c tu r in g  
m ethods are an tiqua ted , o r th a t  the re  
was uneffic iency o f la b o r and super­
v is ion , and, on the  o th e r hand, th a t 
sales p o te n tia lit ie s  are considerab ly 
grea te r i f  a d ve rtis in g  cam paigns and 
genera l sales a c tiv itie s  shou ld  be ex­
tended. A d m in is tra tiv e  Expenses, to ta l­
in g  $74,925, and 11.57 per cent o f N e t 
Sales, were no t o u t o f lin e .
S um m ariz ing  fro m  an ea rn ings v ie w ­
po in t, and keeping in  m in d  the  pa ten t 
li t ig a t io n , the A pp liance Com pany, L td ., 
is no t, in  m y op in ion , a good r is k . N e t 
E arn ings, supported by S urp lus recon­
c ilia tio n s , fo r  the  past fo u r  o r five 
years w o u ld  be h e lp fu l in  m a k in g  the 
decision, b u t the  C re d it M anager w ou ld  
no t be ju s tif ie d  in  ap p ro v in g  extension 
o f c re d it to  th is  Com pany on the  basis 
o f sa tis fa c to ry  average y e a rly  N e t 
E arn ings . The poor c u rre n t and cash 
positions set fo r th  in  the  rev ised B a l­
ance Sheet (E x h ib it  “ C” ) ,  toge the r 
w ith  the  contingencies, p a r t ic u la r ly  the  
pa ten t li t ig a t io n , w h ich  m ay also in ­
vo lve  a considerable pe rm anent fu tu re  
annua l charge aga inst p ro fits , are m ore 
im p o rta n t fac to rs  fo r  the  C re d it 
Manager to  weigh. One who approves 
c re d it app lica tions on the  basis o f sa tis ­
fa c to ry  earn ings statem ents o n ly  has 
a d iff ic u lt  and troub lesom e tim e  ahead. 
I t  is, in  m y op in ion , tru e  th a t m ore in ­
solvencies occur because o f f ina nc ia l 
weaknesses, recognizable in  a p ro p e rly  
prepared Balance Sheet, and traceable 
to  a d m in is tra tiv e  deficiencies, tha n  be­
cause o f fa ilu re  to show N e t E a rn ings . 
In d is c rim in a te  c re d it extensions, inade­
quate co llec tio n  m ethods, e rro rs  in  p u r­
chasing ju dg m en t, over extension of 
p lan t, an tiqu a ted  m anua l accoun ting  
m ethods, and m any o th e r e rro rs  o f ad­
m in is tra t iv e  om ission and com m ission, 
find  th e ir  w ay in to  the  Balance Sheet.
C onclusion
I t  w ou ld  no t be a t a l l s u rp r is in g  to
me i f  you have a ll come to the  con­
clus ion , a fte r  lis te n in g  to  th e  fo rego ing , 
th a t an accoun tan t cou ld  never become 
a successful C re d it M anager, because 
he w o u ld  consume too m uch tim e  in  
in v e s tig a tin g  new ap p lica tio ns  and 
would refuse a great am ount of per­
fe c tly  good business. Perhaps th a t is 
tru e . H ow ever, I  w a n t to  m ake i t  pe r­
fe c tly  c lear th a t I  do n o t expect an ex­
perienced C re d it M anager to  m ake the 
analys is  w h ich  I  have made. T h rou gh  
the h a n d lin g  o f hundreds o f cases, year 
in  and year ou t, conscious processes, 
supported by experiences, develop sub­
conscious powers, and the  C re d it 
M anager develops th a t va luab le  ele­
m en t o f in tu it io n  w h ich , unkno w n  to 
h is  conscious m in d , discovers weakness 
in  a p p lican ts ’ fin a n c ia l s ta tus and ea rn ­
in g  capacity, w ith  ra p id ity  w h ich  ap­
pears to the  u n tra in e d  and in e xp e ri­
enced as uncanny. W ith o u t th is  a b il i ty  
to  find , decide and act on the  basis o f 
in tu it io n ,  m odern  business cou ld  no t 
possib ly have a tta in e d  its  present state 
o f a d m in is tra tiv e  pe rfec tion . B u t, I  
th in k  you w i l l  agree w ith  me th a t un ­
less experience has po in ted  o u t the  h id ­
den c re d it p i t fa lls  in  F in a n c ia l S tate­
ments, i t  is w e ll to  le a rn  w here they 
m ay possib ly  exist.
I t  is m y hope th a t  th is  paper m ay 
have been a t least in te re s tin g  to  those 
o f you who, th ro u g h  lo ng  tra in in g  and 
experience, have n o t o n ly  detected a ll 
c re d it p it fa lls  b u t also learned how  to 
avoid them . To those w ho are no t so 
seasoned in  c re d it w o rk , I  suggest the 
sub ject as one w h ich  shou ld  p rov ide  in ­
tensely in te re s tin g  research, and p ro ­
duce g rea t fu tu re  benefits to  in d iv id u a l 
and em ployer.
E X H IB I T  A.
B a la n c e  S h ee t o f  A p p lian ce  C om pan y, L td., 
a s  o f  J u n e  30, 1928.
A s S u b m itted  b y  C red it A p p lican t.
A ss e ts —
F ix e d  a s s e ts  ........................................  $272,929
C urren t a s s e ts  ............... .................... 350,141
D eferred  ch a rg es  ..............................  2 ,241
T o ta l ................................................  625,311
L ia b ilit ie s  an d  P ro p r ie to rsh ip —
F ix e d  lia b ilit ie s  ................................. $130,000
C urren t l ia b ilit ie s  ............................  63,740
R e serv es  ................................................... 58,139
C ap ita l s t o c k ........................................  200,000
Su rp lu s .....................................................  173,432
T ota l ................................................  $625,311
N e t sa le s  1928 .............................. .. $646,300
N e t  e a rn in g s  1928 .................................  36 ,412
E X H IB I T  A a.
A p p aren t B a s ic  F ig u r e s , R a tio s  and  
P e rcen ta g es .
1. W o rk in g  c a p ita l . . . .......................  $288,642
2. F ix ed  c a p ita l (a s s u m in g  “r e ­
ser v e s” to  b e  fo r  d ep recia tio n
o n ly )  ................................................ .. $84,790
3. T ota l ca p ita l or p ro p r ie to rsh ip . $373,432
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4. R a tio  cu rren t a s s e ts  to  cu rren t
l ia b ilit ie s  ...........................................  5½ to  1
5. P e r c en ta g e  w o rk in g  c a p ita l o f
to ta l c a p ita l .................................... 77.29%
6. P e r c en ta g e  fixed  c a p ita l o f  to ta l
c a p ita l ................................................  22.71%
7. P e r c en ta g e  fixed  lia b ilit ie s  o f
to ta l c a p i t a l ...................................... 34.81%
8. P e r c en ta g e  sa le s  o f  p rop rietor­
sh ip*  .....................................................  184.66%
9. P e r c en ta g e  n e t e a rn in g s  o f pro­
prietorsh ip *  ......................................  10.40%
*P ro p r ie to rsh ip  a t  fir st o f  y e a r  e st im a te d  
a t  $350,000.
E X H IB I T  Ab.
V a lu a b le  R a tio s  an d  P e r c e n ta g e s  Im p o ssib le  
to  C a lcu la te  or  E st im a te .
1. R a tio  q u ick  a s s e ts  to  cu rren t lia b ilit ie s .
2. P e r c en ta g e  a m o u n t tra d e  a c co u n ts  r e c e iv ­
a b le  o f  in v en to ry .
3. P e r c en ta g e  c o st  o f  s a le s  o f  in v en to ry  ( i .  e.
tu r n o v e r ) .
4. R a tio  s a le s  to  tra d e  a c co u n ts  rece iv a b le .
5. S u n d ry  o p er a tin g  p ercen ta g es .
E X H IB I T  B .
B a la n c e  S h eet o f  A p p lia n ce  C om pan y, L td ., 
a s  o f  J u n e  30, 1928.
A cco rd in g  to  F in d in g s  o f  P u b lic  A c co u n ta n ts ’ 
In v e stig a tio n  B e fo r e  R e a d ju s tin g  
a n d  R em a rsh a llin g .
A ss e ts —
F ix e d  A ss e ts —
R e a l e s ta te  ....................  $27,112
B u ild in g s  .......................... 61,205
M ach in ery  an d  eq u ip ­
m en t ..............................  118,612
G oodw ill, p a ten ts, e tc . 66,000
--------------- $272,929
C urren t A ss e ts —
C a sh  r e g u l a r ..................  18,650
C ash — S in k in g  F u n d  . 8,655  
A c co u n ts  r ece iv a b le—
T rad e— G ood ........... 83,206
A cco u n ts  rece iv a b le—
T rad e— D o u b tfu l . .  6,460  
A c co u n ts  r ece iv a b le—
Officers and em ­
ployees ....................... 6,112
A ccoun ts  rece ivab le—
A dvances to  sales­
m en .............................  4,755
N otes rece ivab le  —
T rade  ......................... 1,000
In v e n to r ie s  ( a t  m a r k e t)—
R a w  m a te r ia ls  an d
su p p lies  .......................  35,138
W ork  in  p ro cess  . . . .  12,489
F in ish e d  s to c k  .............  57,106
B on d s p u rch ased  fo r
s in k in g  fu n d  .............  47,345
C a p ita l s to c k s  o f  su b ­
s id ia r y  .........................  69,225
--------------- 350,141
D efe rre d  C h a rg es  to  
O p eration s—
P rep a id  in su ra n ce  . . .  1,416
P rep a id  ta x e s  ...............  825
--------------  2,241
T o t a l ............. .................  625,311
L ia b ilit ie s  an d  P r o p r ie to r sh ip :
F ix e d  L ia b ilit ie s—
10 y e a r  1 s t m o r tg a g e  
bon d s, d u e  1932 . . .  $100,000  
C h a tte l m o r tg a g e  n o tes  
d u e  m o n th ly  a t  ra te
o f  $3,000 .......... .......... 30,000 
--------------- $130,000
C u rren t L ia b ilit ie s—
N o te s  p a y a b le— B a n k . 7,000  
A c co u n ts  p a y a b le  —
T rad e .................. .. 35 ,820
63,740
58,139
200,000
A ccru ed  s a la r ie s  an d
w a g e s  .........................  3,855
A ccru ed  in te r e st  on
b on ds ............................  4,200
E m p lo y e e s ’ s a v in g s  
a cco u n ts  .......................  12,865
R e serv es—
R e se r v e  fo r  ta x e s  . . .  7,208  
R e serv e  fo r  d ep r ec ia ­
tio n  o f  b u ild in g s  and  
eq u ip m en t . . . . . . . .  50,831
C a p ita l S tock —
P referred — 1000 sh a r es
a t  $100 .........................  100,000
C om m on— 5000 sh a r es
a t  $20 ............................  100,000
S u rp lu s—
R e serv e  fo r  s in k in g
fu n d  ..............................  56,000
F r e e  su rp lu s
J u ly  1 ,  1927 $98,020  
A d d : E a r n ­
in g s  1927-
1928 ..........  36,412
134,432
L e s s :
D iv id en d s—
P refer red  $7,000  
D iv id en d s—
C om m on 10,000
----------- 17,000
-----------  117,432
-----------  173,432
T o ta l ..................................................  625,311
C o n tin g en t L ia b ilit ie s .
1. R o y a lt ie s  i f  p re sen t p a ten t l i t ig a ­
tio n  is  lo s t  ...........................................  $22,635
2. O w n n o tes  r ec e iv a b le  an d  trad e
a c cep ta n ces  d iscou n ted  ...............  16,112
3. S u b sid ia ry ’s  n o te s  r ece iv a b le
en d orsed  ................................................  25,000
4. R a w  m a ter ia l p u rch ase  com m it­
m en ts  ....................... ................................ N orm al
E X H IB IT  B a  
C ondensed  P ro fit and  L o ss  S ta tem en t.
N e t  s a l e s .......................  $646,300
D e d u c t:  C ost o f
go o d s so ld  . .  387,650
G ross profit . .  . 258,650
D e d u c t : S e llin g
e x p e n se s  ____$141,500
A d m in is tra tiv e
expenses . . . .  74,925 
G enera l ex ­
penses ...........  2,497
----------- 218,922
N e t business in -  -----------
come ................  39,728
A d d : O th er in ­
come .............. 1,475
T o ta l in c o m e .. .  41,203
D e d u c t: O th e r
expenses . . . .  926
Taxes ................  3,865
----------- 4,791
N e t  e a rn in g s  .............  $36,412
E X H IB I T  B b
N e c e s sa r y  A d ju stm en ts  o f  S u rp lu s  an d  
E a rn in g s .
1. W r ite  o ff o f  g o o d w ill, p a te n ts ,
etc . (su r p lu s  J u ly  1, 1927) . .  $66,000
2. R e serv e  fo r  w o r th le s s  a cco u n ts
(e a r n in g s )  ...................................... .... 6,460
3. P ro fit  in  in v e n to ry -m a r k e t m ore
th a n  c o st  (e a r n in g s )  .................. 4,720
4. R e ser v e  fo r  d isc o u n ts  on  m er ­
ch a n d ise  b illed  (e a r n in g s )  . . . .  3,522
T o ta l 80,702
E X H IB I T  C
B a la n c e  S h ee t o f  A p p lia n ce  C om pany, L td., 
a s  o f  J u n e  30, 1928.
A cco rd in g  to  F in d in g s  o f  P u b lic  A c co u n ta n ts ’ 
I n v e s tig a tio n  A fte r  R e a d ju s tin g  and  
R e m a rsh a llin g .
A sse ts .
C urren t A ss e ts —
C ash  ( e x c l u d i n g
s a v in g s )  ............... .. $5,785
A c co u n ts  rece iv a b le
— T rad e— G ood . .  $83,206  
L e s s : R ese rv e — D is ­
co u n ts  ............. .. 3,522
----------- 79,684
N o te s  r ece iv a b le  —
T ra d e  .......................... 1,000
In v en to r ie s  ( a t  c o st  
or m a rk e t w h ic h ­
ever  lo w e r ) —
R a w  m a t e r i a l s
an d  su p p lie s  . . .  33,918  
W ork  in  p r o c e s s . .  10,989  
F in ish e d  s to c k  . .  55,106
-100.013
A cco u n ts  rec e iv a b le  
— O fficers a n d  em ­
p lo y e e s  .................... 6,112
-$192,594
D eferred  C h arges  to  O pera­
tio n s—
A d v a n ce s  to  sa le s m e n  . . . .  4,755
P repa id  insurance ................  1,416
P rep a id  taxes ......................... 825
Investm en ts  o f Reserves and  
Funds—
S in k in g  fu n d — Cash ...........  8,655
S in k in g  fu n d — B o n d s  ..........  47,345
E m p lo y e e s ’ s a v in g s  fu n d  . .  12,865
In v e stm en t in  su b s id ia r y  com ­
p a n ies  ...........................................
F ix e d  A ss e ts —
6,996
68,865
69,225
C ost. R eserv e . N et. 
27,112 27,112
61,205 13,408 47,797
R ea l e s t a t e .
B u ild in g s  . .
M ach in ery  &
E q u ip m en t. 118,612 37,523 81,089  
G oodw ill, p a t ­
en ts , etc ., n o  
v a l u e ...........
206,929 50,931 155,998 155,998
T o ta l ................................................... $493,678
L ia b ilit ie s  an d  P rop rietorsh ip .
C urren t L ia b ilit ie s—
N o te s  p a y a b le— B a n k  . . . . .  $7,000  
C h a tte l m o r tg a g e  s er ia l
n o te s  ......................................... 30,000
A c co u n ts  p a y a b le— T ra d e . 35,820  
A ccru ed  s a la r ie s  an d
wages .................................. 3,855
A ccrued in te re s t on bonds. 4,200
Reserve fo r  taxes .............. 7,208
F ix e d  L ia b ilit ie s —
10 y e a r  1 s t m o r tg a g e
b on d s ......................................
O th er L ia b ilit ie s—
E m p lo y ees’ s a v in g s  a c ­
c o u n ts  .................................
$88,083
100,000
12,865
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Proprietorship—
Capital stock (authorized 
and issued) 7 per cent 
cumulative p r e f e r r e d  
(1000 shares at $100
par) ................................  100,000
Common (5000 shares at
$20 par) ........................  100,000
Total capital stock. . . .  200,000 
Appropriated Surplus—
Reserve for sinking fund 56,000 
Free surplus July
1, 1927*............  $32,020
Add: Earnings
1927-1928 . . .  21,710
53,730
*(See Note.)
L ess:
Div. Pfd. $7,000 
Div. Com. 10,000
--------- 17,000
--------- 36,730
--------- 292,730
Total ........................................  $5493,678
Contingent Liabilities—
Royalties .......................................... $22,635
Notes receivable and trade accept­
ance discounted .......................... 16,112
Subsidiary’s notes receivable en­
dorsed ............................................ 25,000
Raw material purchase commit­
ments ............................................ Normal
Note: Surplus July 1, 1927, as per 
books ...................................... 98,020
Deduct: Write-off of goodwill,
patents, etc................................... 66,000
Adjusted surplus July 1, 1927 ___ 32,020
EXHIBIT Ca
Condensed Profit and Loss Statement.
Net sales ................................   $642,778
Deduct: Cost of goods sold 392,370
Gross profit ........................ 250,408
Deduct: Selling expenses. .$141,500
Administrative expenses. 74,385
General expenses . . . . . .  9,497
225,382
Net business incom e............ 25,026
Add: Other income .......... 1,475
Total incom e.............. 26,501
Deduct: Other expenses . .  926
Taxes ..............................  3,865
4,791
Net earnings .......................... 21,710
EXHIBIT Cb
Basic Figures, Ratios and Percentages.
1. Working capital ..........................  $111,507
2. Fixed capital .............. ................ 181,223
3. Total capital or proprietorship. 292,730
4. Ratio current assets to current
liabilities ............ ..................... 2 to 1
5. Ratio quick assets to current
liabilities ..................................  1 to 1
6. Percentage working capital of
total capital ..........................  38.09%
7. Percentage fixed capital of total
capital ......................................  61.91%
8. Percentage fixed liabilities of
total capital ............................  34.16%
9. Percentage sales of proprietor­
ship ..........................................  219.58%
10. Percentage net earnings of pro­
prietorship ..............................  7.42 %
11. Percentage trade accounts re­
ceivable of inventory............  79.67%
12. Percentage cost of sales of in­
ventory (turnover) ............... 392.32%
13. Ratio sales to trade accounts re­
ceivable ....................................  8 to 1
14. Operating percentages—Of sales—
a. Cost of goods sold ..........  61.04%
b. Selling expenses................  22.01%
c. Administrative expenses . .  11.57%
d. Net earn ings......................  3.38%
REPORT OF ARBITRATION 
BILLS INTRODUCED IN 
1929 LEGISLATURES
Arizona: S. B. No. 7, introduced by 
Senator Allen K. Perry of Phoenix, and 
referred to the Committee on Judiciary 
of which Senator A. H. Favor of Prescott 
is Chairman. Passed and transferred to 
House.
Colorado: S. B. No. 39, introduced by 
Senator Theodore G. Lashley of Boulder, 
and referred to the Judiciary Committee 
of which Senator Francis J. Knauss of 
Denver is Chairman.
Connecticut: H. B. No. 593, introduced 
by Judge E. Peck of Bristol, and referred 
to the Judiciary Committee of which Rep­
resentative Raymond A. Johnson of Man­
chester, is Chairman.
Indiana: S. B. No. 24, introduced by 
Senator Otto W. Koenig of Fort Wayne, 
and referred to the Judiciary “B” Com­
mittee of which Senator Sumner Clancy 
of Indianapolis, is Chairman. Favorably 
reported out of Committee.
Maine: H. B. No. 610, introduced by F. 
H. Robie of Portland, and referred to the 
Judiciary Committee of which Senator 
Raymond S. Oakes of Portland, and Rep­
resentative James M. White of Dyer 
Brook, are members.
Maryland: H. B. No. 86, introduced by 
Representative Seymoure Phillips of Bal­
timore, and referred to the Judiciary 
Committee of which Representative Fran­
cis A. Michael of Baltimore, is Chairman.
Nebraska: S. B. No. 146, introduced by 
Senator Clark Jeary of Lincoln, and re­
ferred to the Committee on Judiciary of 
which Senator John W. Cooper of Omaha, 
is Chairman.
New Hampshire: H. B. No. 179, intro­
duced by Representative Timothy Shee­
han and H. B. No. 215 introduced by Rep­
resentative S. Harold Smith of Ports­
mouth—both bills are identical and are 
referred to the Judiciary Committee of 
which Representative Conrad E. Snow of 
Rochester, is Chairman.
Ohio: S. B. No. 123, introduced by Sen­
ator George H. Bender of Cleveland.
Rhode Island: H. B. No. 623, introduced 
by Representative Charles H. Moss of 
Providence, and referred to the Judiciary 
Committee of which Representative 
Fletcher Lawton of Newport, is Chair­
man.
Texas: S. B. No. 66, introduced by Sen­
ator John W. Hornsby of Austin, and re­
ferred to the Civil Jurisprudence Com­
mittee of which Representative Ben J. 
Woodall of Marshall, is Chairman.
Tennesse: S. B. No. 321, introduced by
Senator Thos. H. Pratt, Bristol.
W est Virginia: S. B. No. 136, intro­
duced by Senator Wright Hughs of 
Wheeling, referred to Judiciary Commit­
tee of which Senator Ira  L. Smith, is 
Chairman.
Idaho: S. B. No. 108, introduced by 
Senator Van Hoesen.
Montana: H. B. No. 306, introduced by 
Representative Goodwin.
PROFESSIONAL ETHICS
(Continued from page 70) 
upon the attorney through extravagant 
promises made by him in a booklet or 
display ad.
The Code of Ethics of the American 
Bar Association contains this provision 
with respect to advertising:
“hTe most worthy and effective ad­
vertisement possible, even for a young 
lawyer, and especially with his brother 
lawyers, is the establishment of a well- 
merited reputation for professional ca­
pacity and fidelity to trust. This can­
not be forced, but m ust be the out­
come of character and conduct. The 
publication or circulation of ordinary 
simple business cards, being a m atter 
of personal taste or local custom, and 
sometimes of convenience, is not per 
se improper. But solicitation of busi­
ness by circulars or advertisements, or 
by personal communications or in ter­
views, not warranted by personal re­
lations, is unprofessional. It is equally 
unprofessional to procure business by 
indirection through touters of any kind.” 
This has been adopted by the Ameri­
can Patent Law Association, with the 
following addition:
“Stimulation of the development and 
patenting of inventions by the enumera­
tion of inventions alleged to be desired 
by the public, or the citation of in­
stances of great profit made by inven­
tors, or the offering of service for gross­
ly inadequate fees (whether or not the 
fee shall be increased in the event of 
success), for the purpose of securing 
business; or cultivating business by a 
“no-patent, no-pay” guarantee; or offer­
ing to publish or sell the patent when 
secured (unless the offer is reasonably 
explained and subjected to proper 
reservations) is improper.
“Patent, trade-mark a n d  copyright 
services being largely a m atter of per­
sonal relations and m utual confidence 
between the solicitor and the client, it 
is improper to perform any professional 
services under any corporate name or 
other title than one’s individual or 
partnership name. Firm  names should 
include only the names of present or 
past active partners.”
Due observance of this rule on the 
part of members of this association will 
be to the best interests of the attorney, 
his client and the profession as a whole.
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Questions and Answers Department
ONE of our readers has asked for a solution and discussion of the partnership liquidation problem 
shown on page 341 of the November, 1928, 
issue.
This type of problem presents the old 
but always interesting question of calcu­
lating the division of liquidating distri­
butions as between the partners where 
the capital ratio differs from the profit 
and loss sharing ratio.
In this problem the original capital is 
contributed in the following ratios:
Smith ½  
Jones ¼
Brown ¼
while the profit and loss sharing ratios 
are as follows:
Smith 3/5
Jones 1/5
Brown 1/5
There are two methods of calculating 
the division of liquidating distributions 
“in such a manner as to avoid, as far 
as possible, paying a partner cash that 
he might later be called upon to pay 
back to another partner.”
One method consists of constantly work­
ing toward the point where the capital ra­
tios become the same as the profit and 
loss sharing ratios.
In this particular problem the original 
capital contributions have been changed 
by withdrawals and the year’s loss. The 
capital accounts a t the beginning of the 
liquidation period are as follows:
Sm ith
O riginal capital ................ $100,000
Share o f year’s loss . . . .  12,000
---------  $88,000
Jones
O riginal capita l ................  50,000
Share of year’s  loss . . . .  4,000
-------------- 46,000
Brow n
O riginal capital ................  50,000
W ithdraw al .......................... 10,000
40,000
Share of year’s loss . . . .  4,000
-------------- 36,000
Total ................................ ....................  170,000
If the capital accounts were in the 
same ratio as the profit and loss sharing 
ratio the balances would be as follows: 
Smith, 60 per cent of $170,000 . . . .  $102,000
Jones, 20 per cent o f $170,000 ___  34,000
Brown, 20 per cent o f $170,000 . . . .  34,000
The first cash distribution is for an 
amount of $18,000. This distribution will 
reduce the total capital to $152,000; and 
the capital accounts which would be in 
agreement with the profit and loss shar­
ing ratio would be
Sm ith, 60 per cent o f $152,000 . . .  . $91,200
Jones, 20 per cen t o f $152,000 ............ 30,400
Brown, 20 per cent o f $152,000 . . . .  30,400
EDITOR, W. T. SUNLEY, C. P. A., 
(Mich.)
Educational Director, International Ac­
countants Society, Inc.
Since Smith’s actual balance is only 
$88,000 it is obvious that no money should 
be paid to him from the first distribu­
tion. The next step is to endeavor to 
place the capital accounts of Jones and 
Brown into the profit and loss sharing 
ratios; in other word s to make Jones’ 
capital and Brown’s capital equal in 
amount since they share in the profits 
and losses in the same ratio.
The to ta l new  capita l w ill be . . . .  $152,000 
Sm ith’s capita l is  ................................  88,000
C apital to be divided equally be­
tw een Jones and Brow n ............ 64,000
or $32,000 capital for each.
Jones’ present capita l is  ..................... $46,000
Capital to be ............................................  32,000
Am ount to be paid Jones from first
distribution ............................................  14,000
Brown’s present capital is ................  36,000
C apital to be ............................................  32,000
Am ount to be paid Brown from  first
distribution ............................................  4,000
After the first distribution has been 
made in this way the capital accounts 
will appear as follows:
Smith ....................................... ....................  $88,000
Jones ..............................................................  32,000
Brown ............................................................  32,000
152,000
The second distribution is for an 
amount of $12,000. When this has been 
made the total capital will be reduced to 
$140,000.
The capital accounts in the profit and 
loss sharing ratios would be:
B alance a t beginning of business ...................
W ithdraw als .................................................................
L oss during first year ............................................
B alance a t beginning o f liquidation ..............
F irst Distribution
T otal to be liquidated .....................................
Am ount realized ..................................................
P ossib le loss i f  no further realization  ____
B alance a t beginning of l iq u id a t io n ............
Possib le loss . . .....................................................
D istribution o f  Smith’s possible deficit . .  
F irst distribution ....................... .........................
Smith, 60 per cent o f $140,000 . . . .  $84,000 
Jones, 20 per cent o f $140,000 . . . .  28,000 
Brown, 20 per cent o f $140,000 . . . .  28,000
The distribution would then be divided 
as follows:
Sm ith
P resent cap ita l ................  $88,000
C apital to be .......................  84,000
Am ount to be paid Smith  
from  second distribution  
Jones
P resent capital ...................
Capital to  be .....................
Am ount to be paid Jones 
from  second distribution  
Brown
P resent capital ................
C apital to be .......................
Am ount to be paid Brown
from  second distribution 4,000
After the second distribution has been 
made the capital accounts will be in the 
same ratio as the profit and loss shar­
ing ratio, and all subsequent distributions 
may be made on this basis.
The third distribution is an amount of 
$48,000, to be divided as follows:
Smith, 60 per cent o f $48,000 ............$28,800
Jones, 20 per cent o f $48,000 ..............  9,600
Brown, 20 per cent o f $48,000 .........  9,600
The other method of making the cal­
culation consists of calculating for each 
distribution as though it were to be the 
final distribution and no further funds 
would be available. Obviously if after 
the first distribution is made no further 
cash were available the partners would 
have to absorb a total loss of $152,000. 
So such a possible loss is divided among 
the partners in the profit and loss shar­
ing ratios.
The statement shows how this may be 
presented in the form of an accounting 
statement.
Sm ith
$100,000
Jones
$50,000
Brown
$50,000
10,000
Total
$200,000
10,000
100,000
12,000
50,000
4,000
40,000
4,000
190,000
20,000
88,000 46,000 36,000 170,000
170,000
18,000
152,000
88,000
91,200
46,000
30,400
36,000
30,400
170,000
152,000
(3 ,200)
(3 ,200)
15,600
1,600
5,600
1,600
18,000
14,000 4,000 18,000
SMITH. JO NES A N D  BROW N  
STATEM ENT OF LIQ UIDA TIN G  
DIST R IB U TIO N S
$4,000
32,000
28,000
4,000
32,000
28,000
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S m ith  J o n es  B row n  T ota l
B a la n c e  a fte r  first d istr ib u tio n  .......................  88,000 32,000 32,000 152,000
Second Distribution
T o ta l fo r  liq u id a tio n  ...........................................
A m ou n t rea lized  ........................................................
P o ss ib le  lo s s  i f  no fu rth er  re a liza t io n  . . . .
B a la n c e  a fte r  first d is tr ib u tio n  .......................  88,000 32,000 32,000
P o ss ib le  lo s s  .................................................................. 84,000 28,000 28,000
Second distribution ............................................ 4,000 4,000 4,000
B a la n c e  a fte r  secon d  d istr ib u tio n  ..................  84,000 28,000 28,000
Third Distribution     
T o ta l r em a in in g  fo r  liq u id a tio n  .......................
A m o u n t rea lized  ........................................................  
P o ss ib le  lo s s  i f  no  fu r th er  r ea liza t io n  ...........
 
B a la n c e  a fte r  seco n d  d is tr ib u tio n  ...............  84,000 28,000 28,000
P o s s ib le  lo s s  .................................................................. 55,200 18,400  18,400
T h ird  d istr ib u tio n  .....................................................  28,800 9,600   9,600
QUESTION: In determining the cost 
price to be used for inventory purposes, 
should there be deducted from the invoice 
price the cash discount that was taken 
when paying for goods which are still 
on hand at the time of inventorying?
ANSWER: Usually the cash discount
that twenty candidates were successful in 
passing the examination held by the 
Board on November 28, 29 and 30, 1928.
152,000 
12,000
140,000
152,000
140,000
12,000
140,000
140,000
48,000
92,000
140,000
92,000
48,000
Classified Advertisements
Advertising copy for this page should be 
received in the office of THE CERTIFIED 
PUBLIC ACCOUNTANT not later than the 
25th day of the month preceding the month 
of publication. Rates for “Help Wanted” and 
"Situation Wanted,” $3.00 per inch or frac­
tion thereof (7 lines to an inch) for one in­
sertion. The rate for "Miscellaneous” is $5.00 
per inch for each insertion.
WE FIND that our files of Directories are 
short for the one issued February, 1926. 
Any members who are not keeping a file of 
the Directories that have one, are requested 
to send it to us.
ACCOUNTANTS who are handicapped be­
cause of their inab ility  to m aintain their  
own com plete office and organization in 
the business district, w ill find the unique 
service rendered by the A ccountant’s 
E xchange very valuable. Complete o f­
fice service, secretarial, stenographic by 
expert report typists, work space, desk  
room, private office, telephone directory, 
build ing directory, red book listin gs, 
etc., etc., a ll for a nom inal m embership 
fee ranging from $10.00 per month up. 
Bernadine Arnold, secretary, 1776 Broad­
way, New York.
A NATIONALLY known firm of Account­
ants with headquarters in Middle West 
and Branches in principal cities, wishes to 
combine with their New York Office the 
local clientele of an individual, in becom­
ing their New York Manager. Gentile only. 
—Box K-218, THE CERTIFIED PUBLIC 
ACCOUNTANT.
EXECUTIVE ACCOUNTANT — Experience 
comprises cost and general accounting, pur­
chasing, credits, collections, taxation and 
financial matters, office manager. Now 
treasurer of manufacturing corporation. 
Protestant; clean record and proven abil­
ity. Seeks industrial connection. Box K- 
217, THE CERTIFIED PUBLIC AC­
COUNTANT.
NOTE
Additions have been made to the 
Committee on Arbitration for the pur­
pose of covering states where the local 
demands seem to make it  advisable. The 
Committee a t the present time consists 
of Homer A. Dunn, New York City, 
Chairman; Louis C. Linck, Colorado; 
Irville A. May, Connecticut; Alexander 
O. Campbell, Delaware; Joseph H. 
Gilby, Illinois; H. A. Roney, Indiana; 
William Guthrie, Iowa; Henry G. 
Burke, Maryland; Mervyn B. Walsh, 
Michigan; Maurice W. Stoffer, Minne­
sota; John W. Snider, Missouri; George
E. Wood, North Carolina; H. L. Dal­
ton, Ohio; Conda J. Ham, Oregon; Earl
S. Clark, Rhode Island; J. Hall, 
South Carolina; J. A. Phillips, Texas; 
Charles S. Cowan, Washington, and 
Fred C. Kellogg, Wisconsin.
STATE BOARD NEW S
CALIFORNIA 
George M. Thompson, of Los Angeles, 
has been appointed as a member of the 
California State Board of Accountancy 
to succeed Reynold E. Blight, recently 
resigned.
RHODE ISLAND
Ralph R. Bradley, C. P. A., of Provi­
dence, has been appointed to the Rhode 
Island State Board of Accountancy to suc­
ceed George E. Comery.
TEXAS
F. L. Wilcox, of Austin, Y. D. Har­
rison and Clifton H. Morris, both of 
Fort Worth, have been appointed to the 
Texas State Board of Public Accountancy 
to succeed Forrest Mathis, C. E. Smith, 
and J. A. Phillips.
MARYLAND 
The Board of Examiners of Public Ac­
countants of Maryland has announced
Announcing
A New 
Service To 
Accountants
The Accountant’s Exchange offers to 
New York and out-of-town accountants 
who do not maintain their own office 
and organization in New York, com­
plete office facilities, among the many 
features of which are—confidential 
secretarial and office service, report 
service by expert stenographers spe­
cializing in Accountants’ reports, tele­
phone directory, building directory 
and red book listings, desk room, 
private office and spacious work space, 
conference rooms, filing facilities and 
many other features so necessary to 
the successful practice of the account­
ant.
The exchange secretary acts as the 
secretary of the member. She makes 
all appointments, waits on callers, ar­
ranges conferences, etc. As a matter 
of fact, for all intents and purposes 
she is the secretary of the member.
An office which is maintained in 
Washington in charge of a certified 
public accountant specializing in fed­
eral taxation, is at the service of mem­
bers of the Accountant’s Exchange at 
all times.
Out-of-town accountants who desire 
New York and Washington addresses 
and representation will find the serv­
ice of the Accountant’s Exchange ex­
tremely valuable.
The service is designed to make the 
accounting profession congenial and 
free from undue embarrassment to the 
young practitioner, and the older prac­
titioner who cannot maintain his own 
office or organization.
The membership fee ranges from 
$25.00 per annum up for out-of-town 
accountants and from $10.00 per month 
up for New York accountants.
For complete information address
Miss Bernadine Arnold, Secretary
ACCOUNTANT’S EXCHANGE
I N C O R P O R A T E D
1776 Broadway (cor. 57th Street) 
New York City
is not deducted; not because it would 
be improper to do so, but because it 
would be impractical to handle a large 
number of unit prices subject to a small 
percentage of cash discount. There are 
some cases, however, where the cash 
discount can be deducted, and in such 
cases it is not, of course, improper pro­
vided that the method is followed con­
sistently from year to year.
This question and answer refers to 
cash discount only; trade discounts 
should, of course, always be deducted.
N o w
Ready
Put this Book to Work 
on Your Tax Problems
Fe d e r a l
By JOSEPH J. KLEIN, Ph. D., C. P. A.
C o p y r ig h t  W . B . S t a g e  
J O S E P H  J .  K L E IN
D r. K le in , the au tho r o f th is  book, is a 
recognized a u th o r ity  on the income tax. 
The book is  w r it te n  fro m  the po in t o f v iew  
o f  the  la w ye r and the accountant. D r. K le in  
is  a fo rm e r president o f the New Y o rk  
S tate Society o f C ertified  P ub lic  Account­
ants. He is Associated P rofessor o f T axa­
t io n  a t the College o f the C ity  o f New  Y o rk , 
and Senior M em ber o f K le in , H inds, and 
F inke , C ertified  Pub lic Accountants.
NOW ready— fo r  your im m ediate use—  th e  long-looked-for tr e a tise  on Federal incom e T axation  b y  D r. Joseph  J. K lein.
T h is 2386-page volum e is  u p -to-the-m inute in  every  
w ay, con ta in in g  th e  T reasury  regu lation s ju s t  released , 
with explanatory comments and opinions by the author.
I t  g iv e s  th e  an sw er to  every  im portant ta x  problem .
E very  p h ase o f incom e ta x  is  trea ted  w ith  rem arkable  
in terest, keenness, and th orou gh n ess. A ll th e  ram ifica­
tion s o f  deductions, th e  calculation  o f  th e  am ount o f  ta x , 
th e  filing o f returns, th e  p aym en t o f ta x es , th e  securing  
o f  refunds, th e  p rotection  o f  th e  taxp ayer’s  in terests , th e  
distin ction  betw een  ta x  avoidance and ta x  evasion , th e  
Board o f  T ax A ppeals, and th e  courts.
To th e  accountant, th e  law yer, th e  b u sin ess m an, th is  
book w ill be an indispensab le g u id e; i t  is  bound to  save  
m uch tim e, en ergy  and m oney.
D on’t  tak e chances w ith  your c lien ts’ or you r own 1929  
ta x  returns. G et Dr. K lein’s book and m ake sure th&t 
you have covered thorou gh ly  ev ery  new  poin t brought  
up in th e  new  regu lations.
Price $10.00 
WILEY ON APPROVAL COUPON
 JO H N  W I L E Y  &  SO N S, I n c .
4 4 0  F o u r t h  A v e ,  N e w  Y o r k ,  N . Y .
S e n d  m e, p o s tp a id , D r. K le in ’s  F E D E R A L  IN C O M E  
T A X A T IO N . W ith in  t e n  d a y s  I w i l l  s e n d  y o u  
$10.00 in  f u l l  p a y m e n t  o r  r e tu r n  th e  b o o k .
N a m e
A d d r e s s  ......................................................................................................
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Burroughs
Typewriter
Bookkeeping Machine
Burroughs Typewriter Bookkeeping Machine 
combines ordinary typewriting with many auto- 
matic features that make posting simple, fast 
and accurate.
It posts several related records at one time—  
such as statement, ledger and full width proof 
journal; and accumulates the totals necessary 
for a positive proof of correct posting.
Such features as automatic selection of columns,
B U R R O U G H S  A D D I N G  M A C H I N E  C O M PA N Y ,  6403 S E C O N D  B O U L E V A R D ,  D E T R O IT ,  M I C H IG A N
Gentlemen: Please send more information about the Burroughs Typewriter Bookkeeping Machine on the work I  have checked.
Distribution □
Labor— materials— purchases— sales 
— expense— cash
Costs □
As shown on stores records, payroll 
and d istr ibu tion  summaries, cost 
sheets, etc.
Accounts Receivable O
Ledger and statement in combination 
— ledger and end o f  month state­
m ent—  with or without carbon —  
skeleton or itemized
Payroll □
On cash or check payments
Accounts Payable □
Ledgers w ith or without remittance 
advice —  Journal-voucher system in­
stead o f  ledger— including registra­
tion o f  invoices
Sales Audit □
By clerks and departments, cash, 
charge and C. O. D.
Stock Records □
O f quantities— values— or both quan- 
tities and values together
Journalizing and 
General Ledger □
Complete typewritten description and 
multiple columnar totals
N am e. A ddress 
A D D I N G  • B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
W H E N  A N S W E R IN G  AD VER TISEM ENTS M E N T IO N  TH E  CE R T IF IE D  PUBLIC  ACCOUNTANT
automatic alignment, automatic punctuation, 
correction key, electric carriage return and the 
printing of the complete balance with a single 
key depression— all result in less fatigue, 
fewer errors, less operator turnover and 
greater production.
Call the local Burroughs man for more infor­
mation or a demonstration on your own work. 
Or check the applications that interest you.
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A training plan 
that meets individual needs
O NE o f th e in terestin g  features o f the course in  A ccounting offered  
by th e In tern ation al A ccountants Society, In c., is its w ide range o f 
se lectiv ity , w h ich  affords the student specialized  instruction .
T he chart show s how  the student can select m ore than one-half h is 
lesson s to  cover subjects pertain ing to w ork in  w hich he is m ost interested.
T his e lec tiv e  feature enables the student to progress directly to  a 
specific goal. A fter attain ing h is goal, h e can broaden h is know ledge 
by p roceed in g w ith  th e study o f th e rem aining subjects.
Upon request, w e w ill g ladly send our booklet,"How to learn Account- 
i n g  to anyone who is interested in obtaining fu ll inform ation  
regarding I. A . S. training. Address the International Accountants 
Society, Inc., 3411 South M ichigan Avenue, Chicago, Illinois.
I n t e r n a t i o n a l  
A c c o u n t a n t s  S o c i e t y , I n c .
A Division of the
A LE X A N D E R  H A M ILT O N  IN STITU TE
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“Success is the sum of detail ”
— F ir e s t o n e .
PRESIDENT’S COLUMN
THE ACCOUNTANT AND THE LAWYER
WE are living in an age of constructive develop­ment. We are living in an age of building, an 
age of progress, and if we succeed it will be because 
we are developing our profession, because we are 
building soundly upon the right kind of a foundation,
and more than either of these, because we are pro­
gressing with our times.
Ours is one of the newest of the professions, and 
in the short time of its existence it has grown with 
unexpected vigor, with unprecedented speed, and with 
a greater degree of respect on the part of the people as 
a whole than most of the other professions. We have 
not until recently enjoyed the respect that other pro­
fessions have enjoyed. This was due to many causes, 
but for the most part to the narrowness of vision and 
to the small way in which we have looked at large 
and serious problems. Our progress has been re­
tarded because of ourselves. Had we been able to 
get together and had we acquired a broader vision of 
the needs of business, our field would now be far 
greater.
No profession requires a greater degree of effici­
ency than does ours. We are called upon to present 
facts and to vision the future, and this vision of the 
future must have a sound and economic basis. If the 
premise that our profession calls for a greater degree 
of efficiency is correct, then efforts should be made to 
increase the training requirements, and develop pro­
fessional standards. Integrity must underlie all our 
actions. Without integrity we lose the confidence of 
the public and the client; without integrity we lose 
confidence in each other, and when confidence is lost 
the cause is hopeless.
The business man is bound to increasingly look to 
the accountant for advice. Up to the present time it has 
been the lawyer who “sat in” at big conferences and 
advised captains of industry, boards of directors, and 
big business men how to proceed. The professional 
accountant is taking his place along with the lawyer.
The legal mind, as now trained, is far too much in­
clined to stay with ancient landmarks, beyond which
the business of our country has long since advanced. 
The legal mind has been satisfied to remember the con­
ditions of yesterday as the basis of its decisions. It is 
concerned with precedents. The accountant has ad­
vanced with the times, unfettered by a past to which 
he is subservient, and has developed with business. 
The present financial state of the country demands a 
clear understanding of present-day conditions, and 
if the accountant keeps abreast of the times he will 
continue to greatly enlarge his sphere of usefulness.
The cotton industry, the coal industry, the steel 
industry, and other great industries have their 
organizations through which the constituent members 
agree to abide by certain rules of practice. An arbi­
tration measure is set up in order to meet the par­
ticular needs of that business and to assist in keeping 
out of court, for litigation has always been found to 
be highly expensive.
Let us consider the different methods of attack used 
by the accountant and the lawyer. A business man 
finds his business in distress and calls upon a lawyer 
who immediately explains to him the ramifications of 
the bankrupt law, perhaps advises him how he may 
retain certain property exempt from the provisions 
of the law, and this business, which is important in 
the development of that particular community, dis­
integrates. Now let us suppose that this same business 
man had called in an accountant who really understood 
business troubles. An audit is made, the business 
is studied by an expert who is able to tell that business 
man wherein he has failed. He may then present 
the facts to a banker, or to that community, in a way 
to secure help and thereby save to the investors the 
money that they had invested in the property, and 
save to the community the business.
We sometimes make a mistake by permitting this 
constructive work to be done by assistants in our of­
fices who are not qualified by training, or otherwise, to 
give the necessary advice, and we fail in rendering the 
service of which we are capable.
Business is calling on the accountant for the con­
structive advice that will enable it to carry on. Con­
tinued advancement in training, in integrity and in 
efficiency will enable us to respond to such appeals to 
the betterment of business conditions and the stand­
ing of individual members of the profession.
ARTHUR C. UPLEGER.
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The C. P. A. In Arbitration
T H O S E  of u s  w h o se  h e a r t s  a r e  d eep  in  th e  c a u s e  o f  c o m m e rc ia l  p e ac e  h a v e  c o n s ta n t ly  b e fo re  u s  
a  b o g e y  c a lle d  “ p a p e r  o r g a n iz a t io n s .”  I t  
is  a t  o nce  o u r  f e a r  t h a t  in  o r g a n iz in g  
g ro u p s  to  c a r r y  fo r w a r d  o u r  w o rk  in  
t h e i r  re s p e c tiv e  p ro fe s s io n s  a n d  t r a d e s ,  
w e  m a y  o v e r -o rg a n iz e  to  th e  p o in t  t h a t  
c o m m itte e s  b eco m e  to o  n u m e ro u s  w ith  
n o  s h a r p  l in e  o f  d e m a rc a t io n  in  d u t ie s  
a n d  re s p o n s ib i l i t ie s ,  p e r m i t t in g  th e  
w h o le  p la n  o f p ro c e d u re  to  c r a s h  u n d e r  
i t s  o w n  w e ig h t.
S tr iv in g , as we do, to  cem ent w o rk in g  
re la tio n s  th a t w i l l  p rove effective to  the  
greatest degree w ith o u t im pos ing  a p a r­
t ic u la r  ha rdsh ip  upon any one m an o r 
g ro up  o f men, i t  is w ith  g ra tif ic a tio n  
th a t we rev iew  the  a ff ilia t io n  o f The 
A m erican  Society o f C e rtified  P u b lic  A c ­
countants w ith  the Am erican A rb itra ­
t io n  A ssociation.
W e fee l th a t in  ou r associa tion w ith  
a p ro fess iona l body as s ig n if ic a n t as 
The A m erican  Society o f C e rtified  P u b ­
l ic  A ccountan ts, we are  p la n tin g  do ub ly  
w e ll the  acorn o f a rb itra t io n  fro m  w h ich  
the  g rea t oak o f com m erc ia l peace m ust
g r o w .
A  p ro fess iona l m an has the  d u ty  o f 
service imposed upon h im  qu ite  aside 
fro m  the  o rd in a ry  re la tio nsh ips  o f bu s i­
ness. The accoun tant m ay serve as an 
apostle o f a rb itra t io n  p a r t ic u la r ly  w e ll 
and he owes i t  to  h is  c lien ts  to  f u l f i l l  
such aposto lic  du ties. In  a d d itio n  to  
recom m ending new fo rm s  fo r  a c lie n t ’s 
records and a d v is in g  h im  o f the  eco­
nom ic  wastes w h ich  m ay be eradicated, 
th e  accoun tant shou ld  advise h is  c lie n t 
to  place an a rb itra t io n  clause in  h is  
con tracts  and to  re s o rt to  a rb itra t io n  
fo r  the  se ttlem en t o f d isputes th a t  m ay 
be so ad jud ica ted . I f  fo r  no o th e r re a ­
son, he shou ld  advise th is , in  o rd e r th a t  
losses a r is in g  fro m  bad debts, de layed 
settlem ents, o r l it ig a t io n s  m ay be m a­
te r ia l ly  reduced. T h a t is a service w h ich  
I  be lieve, and leaders in  the  accoun ting  
p ro fession ho ld  w ith  me, is ta n ta m o u n t 
to  a p ro fess iona l du ty .
A rb itra t io n  has p ro b a b ly  no m ore  s ig ­
n ific a n t con s titu e n t o rg a n iza tio n  th a n  
The A m erican  Society o f C e rtified  P ub­
l i c  A ccountan ts  and no b e tte r equipped 
com m ittee  th a n  its  C om m ittee  on A r b i­
t ra t io n .
H e re , we fee l, is no t a “ paper o r ­
ganization,”  bu t one th a t has been pains­
ta k in g ly  selected, en tru s ted  w ith  edu­
ca tio n a l and p ro m o tive  fu n c tio n s  and 
advised in  respect o f th e ir  e ffective p e r­
fo rm ance. To the  C om m ittee  o f 18, 
un de r the C ha irm ansh ip  o f H om er A .
B y  JU D G E MOSES H . GROSSMAN, 
H o n o ra ry  P res ide n t o f th e  A m erican  
A rb itra t io n  A ssociation.
D unn, w ith  the active cooperation o f 
A r th u r  C. U pleger, the  Society ’s P res i­
dent, and D u rand  W . S pringer, its  
Secretary, the A m erican  A rb itra t io n  As­
soc ia tion  looks w ith  g rea t p ride  and 
sangu ine a n tic ip a tio n . The suppo rt o f 
the  S ocie ty ’s d irec to rs , its  officers and 
its  in d iv id u a l m em bers has been o u t­
s tand ing . The C. P. A ’s d id  no t rush  
b lin d ly  in to  a rb itra t io n , b u t fu l ly  ad­
v ised themselves o f its  fa r-re a ch in g  
tenets. Then, w ith  a directness o f ac­
t io n  th a t any business o rgan iza tion  
m ig h t w e ll envy, made a g rea t c o n tr i­
b u tio n  to  the hum an o rg a n iza tio n  es­
sen tia l to  the cou n try -w id e  p ractice  o f 
a rb itra t io n .
P rev ious com m ittees o f the Society 
have done h ig h ly  com m endable w o rk , 
b u t the  com m ittee  o f th is  year gives 
p rom ise o f o u ts tr ip p in g  fo rm e r accom­
p lishm ents . W h ile  the  m em bersh ip o f 
the  com m ittee  has been so located in  
e igh teen d iffe re n t states as best to  serve 
the  p ro m o tio n  o f a rb itra t io n  le g is la tio n , 
i t  is concern ing its e lf  also w ith  c rea ting  
a b e tte r unde rs tand ing  o f bo th  the  s p ir­
i tu a l and m a te ria l phases o f a rb itra t io n , 
and o f how  i t  should be p racticed  under 
le ga l p ro te c tion . As the  com m ittee  i t ­
se lf has expressed the  ob jectives of its  
w o rk , the y  are :
F ir s t :  D evelopm ent o f an un de r­
s tan d in g  o f the  p r inc ip le s  and advan t­
ages o f a rb itra t io n .
Second: E s tab lish m en t o f a lega l 
s ta tus w hereunder the  ve rd ic ts  o f a rb i­
t ra t io n  m ay be enforced.
T h ird :  E ncouragem ent o f the  prac­
tice  o f a rb itra t io n  a fte r  a s ta tu to ry  con­
d it io n  has been established fo r  the  en­
fo rc e a b ility  o f a rb it ra l decisions.
The la tte r  has a re la t io n  to  the  em­
p lo ym e n t o f  the  m echanics o f a rb it ra ­
t io n  w h ic h  are placed a t the  d isposal o f 
d ispu ta n ts  by the  A m erican  A rb itra t io n  
A ssocia tion .
M ay I  suggest b rie fly  how each in ­
d iv id u a l in  y o u r g rea t o rg an iza tio n  m ay 
loca lize  the  p ra c tic a l a p p lica tio n  o f the 
p r in c ip le s  o f a rb itra t io n  in  w h ich  they 
w i l l ,  I  am certa in , have the fu lle s t co­
op e ra tion  o f yo u r C om m ittee  on A rb i­
t ra t io n  and the  A m erican  A rb itra t io n  
A ssocia tion .
A  ce rtif ie d  p u b lic  accoun tant m ay 
advise h is  c lie n t who becomes invo lved
in  a com m erc ia l d ispu te  to  suggest to  
the  o th e r p a rty  th a t th e ir  differences 
be se ttled  by a rb itra t io n . The v o lu n - 
ta ry  consent o f bo th  pa rties  to  sub m it 
to  a rb itra tio n  is necessary, as is also a 
b in d in g  agreem ent on fo rm s  w h ich  can 
be q u ic k ly  supp lied  by the  A m erican  
A rb itra t io n  A ssocia tion . These m us t be 
in  keep ing w ith  the  s ta tu to ry  re q u ire ­
m ents. The A m erican  A rb itra t io n  As­
socia tion  w i l l  g la d ly  in fo rm  any m em ­
ber o f The A m erican  Society o f the  
r ig h ts  o f h is  c lie n t in  a rb itra t io n  under 
the  law s o f the  State.
W hen a rb itra t io n  is agreed upon a 
subm ission in  w h ich  the  m a tte r in  d is­
pu te  is c le a rly  defined m ust be signed 
by bo th  pa rties  and d u ly  acknow ledged 
before a n o ta ry  pu b lic . The pa rties  
then m ay m u tu a lly  agree upon th e  pe r­
son o r  persons to  act as a rb itra to rs , o r 
they  m ay request the assistance o f the  
Am erican A rb itra tio n  Association, w h ich  
has fa c il it ie s  to  su b m it a l is t  o f 
qua lified  names. The a rb itra to rs  then  
set the  tim e  and place o f the hear­
ing, w ith  due regard fo r  the  con­
venience o f a l l concerned, and a t the  
he a ring  each p a r ty  m ay su b m it in  h is  
ow n w ay o ra l o r docum entary  evidence 
p e rtin e n t to  the  issue. Service o f coun­
sel m ay o r m ay n o t be em ployed, as the  
d ispu tants  agree. There  be ing no re­
qu ire m e n t to  adhere to  lega l ru les  o f 
p lead ing, practice  o r evidence, the usual 
p rocedura l tech n ica litie s  are e l im i­
nated.
W hen a ll o f th e  evidence is in , the  
hearings are closed and the a rb itra to rs  
meet in  executive session to  de term ine 
the  aw ard. The aw ard de term ines the 
precise m a tte rs  subm itted . U nder the  
a rb itra t io n  la w  o f a num ber o f states, 
such an aw ard  m ay be file d  w ith  the 
c le rk  o f an ap p ro p ria te  co u rt and upon 
p ro pe r m o tio n  w i l l  be confirm ed by the 
co u rt and ju d g m e n t entered in  the  same 
m anner as in  an ac tio n  a t law .
M ay I  once m ore express m y apprecia­
t io n  o f the  aggressive a tt itu d e  The 
A m erican  Society o f C e rtified  P u b lic  A c ­
coun tan ts  has taken  and is ta k in g  in  
the  p ro m o tio n  o f a rb itra t io n . Y o u r 
v is ion  does g re a t c re d it to  you r p ro fes­
sion; y o u r leadersh ip  does g re a t c re d it 
to  the  s o lid a r ity  o f y o u r ranks, and to  
the h igh  ca libre o f the men who com­
pose them .
W ith  such leadersh ip  focus ing  the 
sp lend id  in te re s t shown by  m em bers of 
y o u r Society, I  th in k  we can a n tic ip a te  a 
yea r’s a c t iv ity  s tudded w ith  de fin ite , 
p ra c tic a l accom plishm ents in  the  cause 
o f com m erc ia l peace.
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A rkansas. A n  incom e ta x  b i l l  as­
sessing incom e taxes upon in d iv id ­
ua ls and co rpo ra tions  was passed 
d u r in g  the  la s t session o f the  
A rkansas Le g is la tu re . Two p ro v is ­
ions o f the la w  are o f especial 
in te re s t to  ce rtif ie d  pu b lic  accountants.
A r t ic le  5, Section 25, P a rag raph  3, 
reads: “ W henever a re tu rn  is file d  and 
a C e rtified  P u b lic  A ccou n tan t d u ly  
au tho rized  under the  law s o f A rkansas, 
ce rtifies  th a t he has made an a u d it o f 
the  taxp aye r’s records fo r  the  incom e 
year, and has prepared the  re tu rn  to 
w h ic h  h is  ce rtifica te  is a ttached, such 
re tu rn  sh a ll be accepted by the  Com­
m iss ione r as p rim a  fac ie  tru e  and cor­
re c t.”
A r t ic le  6, Section 30, P aragraph  7, 
reads: “ A ny  C e rtified  P u b lic  A c­
cou n tan t who sha ll m ake a fa lse  cer­
tif ic a te  to  any re tu rn  as file d  and o f­
fered, to the  com m issioner pu rsua n t to  
P arag raph  3, Section 25 here in , sha ll 
be g u ilty  o f a fe lo n y  and sh a ll upon 
con v ic tio n  the re o f be fined in  any sum 
no t to  exceed $5,000.00 o r be im ­
prisoned no t to  exceed one year and his 
ce rtif ica te  sh a ll fo r th w ith  be cancelled 
and revoked .”
W h ile  th is  is a re co g n itio n  o f the cer­
tif ie d  pu b lic  accountant, i t  also places 
upon h im  a re s p o n s ib ility  w h ich  can no t 
be avoided.
I l l in o is .  The house o f representa­
tives received a b i l l  M arch 20, am end­
in g  the  p u b lic  accountancy law . T h is  
b i l l  is no t sponsored by e ith e r the P ub­
lic  A ccountan ts  A ssocia tion  o f I l l in o is  
o r the  I l l in o is  Society o f C e rtified  P ub­
lic  Accountan ts. I t  appears th a t i t  was 
in troduced  a t the  request o f ce rta in  in ­
d iv idu a ls  who were employees o f a g r i­
c u ltu ra l cooperative associations deal­
in g  la rg e ly  w ith  the  prob lem s o f g ra in  
e levators. I t  is  too ea rly  to  te l l  w h a t 
suppo rt i t  w i l l  get.
In d ia n a . The b i l l  w h ich  was before 
the Leg is la ture  extending exam ination  
priv ileges to  previous examinees, regard­
less o f the residence requirem ent o f the
1927 law, was not considered favorab ly 
by the Legis lature .
Iow a . As in d ica ted  in  o u r resume 
last m onth, there had developed in  Iowa 
a three-cornered campaign w ith  reference 
to  accountancy leg is la tion . The f irs t  b i l l  
presented had several rad ica l defects 
from  the standpo in t o f not on ly  the bene­
f i t  to  the public, bu t also as affecting the 
best in te re s t o f the  pro fession w h e the r 
represented by ce rtif ie d  p u b lic  account­
ants o r non -ce rtified  p u b lic  accountants. 
Several conferences between the  v a r i­
ous groups were he ld , am endm ents in  
the  fo rm  o f com prom ises w ere agreed 
to  by the va rious  groups, w ith  a re s u lt
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th a t the  house passed the  b i l l  as 
amended and i t  is  now  before  the  
senate.
Kansas. The proposed cou n ty  a u d it 
b i l l  passed the house b u t was reported 
adversely by the  Senate J u d ic ia ry  Com­
m ittee.
New Y o rk . The accoun ting  b i l l  spon­
sored by the New Y ork  S tate Society has 
passed both the  senate and house and is 
before the  Governor fo r  s igna tu re . W h ile  
tw o other b ills  were in troduced, i t  is  
understood th a t no t much e ffo rt was spent 
in  th e ir  behalf. T h is  w i l l  c la r ify  condi­
tions in  New W ork  to  a considerable ex­
ten t, as i t  w i l l  make possible the recog­
n it io n  of certificates issued by other 
states to  a m uch g rea te r degree than 
heretofore. The old la w  requ ired  th a t 
one m ust have practiced under the cer­
tifica te  fo r  three years in  the  State from  
w h ich  i t  was received before i t  could be 
recognized.
North . C a ro lina . George H . Adam s, 
C ha irm an o f the  L e g is la tiv e  C om m ittee  
o f the  N o rth  C a ro lina  A ssoc ia tion  o f 
C e rtified  P u b lic  A ccoun tan ts , has had a 
busy season. The b i l l  sponsored by the 
A ssocia tion  was am ended in  phrase­
ology, bu t no t in  p rin c ip le , and passed 
by the Le g is la tu re . I t  repea led Sec­
t io n  1 o f th e ir  la w  passed in  1925 and 
sub s titu ted  th e re fo r: “ A  person en­
gages in  the  practice  o f p u b lic  account­
ing , w ith in  the  m ean ing  and in te n t o f 
th is  act, who offers h is  o r he r services 
to  the  p u b lic  as one w ho is qu a lified  to  
render p ro fess iona l se rv ice  in  the  
analysis, v e rific a tio n  o r  a u d it  o f fina n ­
c ia l records and the  in te rp re ta tio n  o f 
such service th ro u g h  s ta tem ents and 
re p o rts .”
A  b i l l  w h ich  had been in tro d u ce d  fo r  
the  purpose o f open ing  the  w a ive r 
clause so th a t a l l  p u b lic  accountants 
who had been reg is te re d  in  1925 should 
be g ran ted  C. P. A . ce rtif ica te s  and 
also p ro v id in g  th a t a u d it in g  w o rk  done 
fo r  the  F ede ra l G ove rnm en t o r fo r  the 
State o f N o rth  C a ro lin a  sh a ll be con­
sidered p u b lic  acco un ting  in  d e te rm in ­
in g  the  question  o f p ra c tice , was k e p t 
in  the  com m ittee  and d id  n o t reach the  
flo o r o f the  House w h e re  i t  was in tro ­
duced.
The license ta x  w h ic h  was placed 
upon a l l accountants un de r the  new 
Revenue A c t was fixe d  a t $25.00, no 
d is tin c t io n  be ing m ade between c e r t i­
fied and no n -ce rtified  p u b lic  account­
ants.
The Le g is la tive  C o m m itte e  in te r ­
ested them selves in  seve ra l o th e r b ills  
re la t in g  to f in a n c ia l a ffa irs .
O hio. The b i l l  backed  by the  Ohio 
Society o f C e rtified  P u b lic  Accountan ts
was in tro du ced  in  the  House and tw o 
com m ittee  m ee ting  hearings were had 
thereon . T hey were la rg e ly  fo rm a l in  
cha racte r, f if te e n  m inu tes  on each case 
be ing a llow ed  the  proponents o f the 
b i l l  and the  same tim e  a llow ed the  op­
ponents.
The O hio L e g is la tu re  was n o t th in k ­
in g  k in d ly  in  te rm s o f any pro fessiona l 
le g is la tio n , no r o f any re g u la to ry  leg is ­
la tio n . The Secretary of The A m erican  
Society spent an h o u r in  the  house and 
ano the r h o u r in  the  senate on the  a fte r- 
te rnoon  o f the  la s t hea ring . In  the  
senate he heard  the  discussion on a b i l l  
b i l l  seeking to  p rov ide  th a t every 30 
horsepower b o ile r th a t was in  use 
shou ld  be unde r the charge o f an eng i­
neer whose a b il i ty  had been p ro p e rly  
tested. T h is  was an am endm ent to  a 
fo rm  o f re g u la tio n  o f engineers a lready 
in  existence and was backed by State 
offic ia ls . I t  had been before the  J u d i­
c ia ry  C om m ittee  fo u r  tim es and re ­
po rted  o u t to  the  floo r o f th e  senate 
and th a t a fte rn oon  they sent i t  back to  
the com m ittee  fo r  th e  f i f th  tim e . T h is  
am endm ent was o r ig in a lly  p repared 
w ith  the  idea o f p ro te c tin g  churches, 
schools, thea tres  o r o th e r b u ild in g s  
where crow ds were fou nd  and is cer­
ta in ly  in  the  in te re s t o f p u b lic  li fe ,  and 
ye t i t  was seem ingly im possib le  to 
reach a phraseo logy th a t was sa tis ­
fa c to ry  to  the  le g is la tu re .
Between the hearings, a conference be­
tween the certified and non-certified men 
was held a t w h ich  p ra c tica lly  a ll points 
o f difference were agreed upon.
The O klahom a Le g is la tu re  has been 
devoting more o f its  tim e  to  impeach­
m ent proceedings than  usual, and w h ile  
the b i l l  sponsored by the Oklahoma So­
cie ty received favorable consideration by 
the House Committee on Banks and B ank­
ing, i t  was in  the group of b ills  w h ich  d id  
no t reach fina l consideration.
W ash ing ton . The re g u la to ry  b i l l  
sponsored by  the State E xam in in g  Com­
m ittee, the  W ashington Society o f Cer­
tified  P ub lic  Accountants and the non- 
certified pub lic  accountants, so fa r  as they 
could operate as a group, passed the 
senate. In  the house the Com m ittee on 
Ju d ic ia ry  reported the b i l l  to  the Rules 
Com m ittee by a 7 to  6 vote suggesting 
inde fin ite  postponement. The b i l l  was 
s t i l l  in  the hands o f the Rules Com m it­
tee when the Leg is la ture  adjourned.
W est V irg in ia .  The accountancy b i l l  
prepared by the  W est V irg in ia  Society 
was fa v o ra b ly  rep o rted  o u t o f the  
House C om m ittee , b u t d ied on the  
House calendar.
W yom in g . Since o u r las t issue, in ­
fo rm a tio n  fro m  W yom in g  is to  the  e f­
fe c t th a t  oppos ition  to  th e ir  proposed 
b i l l  was fou nd  fro m  State and F edera l 
accountants.
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New York C. P. A. Act
A n A ct to  am end th e  ed u cation  law , 
in  re la tio n  to  th e  p u b lic p ractice o f 
accountancy by certified  public ac­
cou n tan ts.
T he P eop le  o f th e  S ta te  of N e w  Y ork , 
re p re se n te d  in  S en a te  a n d  A ssem b ly , do  
en a c t as fo llo w s:
Section 1. A r t ic le  fifty -se ven  o f 
chap te r tw en ty-one  o f the  law s o f n ine ­
teen hu nd red  n ine , e n tit le d  “ A n  act re ­
la t in g  to  educa tion , c o n s titu t in g  chap­
te r  s ix teen o f th e  conso lida ted law s,”  as 
amended by  chap te r one hu nd red  and 
fo r ty  o f the  la w s  o f n ine teen hund red  
ten  as such a r t ic le  was added by  chap­
te r  e igh ty -five  o f the  law s o f n ine teen 
hu nd red  tw enty-seven , is hereby re ­
pealed and a new  a r t ic le  fifty -se ven  ad­
ded in  place th e re o f, to  read as fo l­
low s:
A rticle  57
C e rtifie d  P u b lic  Accountan ts  
Sec. 1489. D e fin itio ns .
1490. Board of certified public ac­
coun tan t exam iners.
1490-a. Q ualifications a n d  ex­
penses.
1490-b. O rganization and m eetings 
of the  board.
1490-c. R eceipts and disburse­
m ents.
1490-d. Records.
1491. Council on accountancy.
1492. Certified public accountants.
1492-a. Indorsem ents of certi­
ficates of o the r states.
1493. P enalties and  th e ir  collec­
tion.
1494. R evocation or suspension.
1494-a. The sam e.
1494-b. R evocation of indorse­
m ents.
1495. C om m ittee on grievances.
1495-a. Ju risd ic tio n  of com m ittee.
1495-b. P roceedings before com­
m ittee.
1495-c. Subpoenas, oaths, evi­
dence.
1495-d. O rder of certio rari.
1495-e. D isqualifications.
1495-f. R em oval from  office.
1495-g. R u les and  regulations.
1495-h. C ertificates of dism issal of 
charges.
1495-i. Suspensions in certain
cases.
1496. R eissue of certificates.
1496-a. T he sam e.
1496-b. The same.
1497. C opartnerships.
1498. D epartm en t supervision.
1498-a. T he sam e.
1499. Effect of invalid  provisions.
P assed  by S en ate and A ssem bly. Now  
b efore G overnor.
Sec. 1489. D e fin itio ns . As used in  
th is  a r t ic le : (1 )  “ de pa rtm e n t”  means 
the  education depa rtm en t o f the  State 
o f New Y o rk , as con s titu ted  by the  edu­
ca tion  la w ; (2 ) “ regen ts”  means the 
board o f regents o f the  u n iv e rs ity  o f 
the  sta te o f New Y o rk ;  (3 )  “ co u n c il”  
means the  cou nc il on  accountancy 
w h ich  m ay be con s titu ted  by section 
fo u rte e n  hund red  and n ine ty-one  o f th is  
a r t ic le ; (4 )  “ com m ittee ”  means the 
com m ittee  on grievances con s titu te d  by 
section fo u rte e n  hu nd red  and n in e ty - 
five o f th is  a rt ic le ; (5 )  “ b o a rd ”  means 
the board  o f ce rtif ie d  p u b lic  accoun tant 
exam iners con s titu ted  by  section fo u r ­
teen hund red  and n in e ty  o f th is  a rt ic le ;
(6 )  the  pu b lic  p ractice  o f accountancy 
w ith in  the  m eaning o f th is  a r t ic le  is de­
fined as fo llo w s : A  person engages in  
the  p u b lic  p ractice  o f accountancy who, 
h o ld in g  h im s e lf o u t to  the  p u b lic  as an 
accoun tant, in  cons ide ra tion  o f com­
pensation received, o r to  be re ­
ceived by h im , o ffers to  p e rfo rm  
o r does pe rfo rm , fo r  o th e r persons, 
services w h ich  invo lve  the  a u d itin g  or 
v e r ific a tio n  o f f in a n c ia l transac tions , 
books, accounts o r records, o r the 
p re pa ra tion , v e r ific a tio n  o r c e rtif ic a tio n  
o f fin a n c ia l accoun ting  and re la ted  
s tatem ents in tended fo r  p u b lic a tio n  o r 
fo r  the  purpose o f o b ta in in g  c re d it, o r 
who, h o ld in g  h im s e lf ou t to  the  pu b lic  
as an accountant, renders p ro fessiona l 
services o r assistance in  o r abou t any 
o r a l l m a tte rs  o f p r in c ip le  o r d e ta il re ­
la t in g  to  accoun ting  procedure o r the 
reco rd ing , p resen ta tion  o r c e rtif ic a tio n  
o f fina nc ia l facts o r data.
Sec. 1490. B oard  o f ce rtif ie d  pu b lic  
accoun tant exam iners. There is here­
by created a board o f ce rtifie d  pu b lic  
accoun tant exam iners cons is ting  o f a t 
least five members, who sh a ll be ap­
po in ted by the  regen ts w ith in  s ix ty  
days a fte r  th is  a rt ic le  becomes effective. 
The members o f the  board  f irs t  ap­
p o in ted  he reunder s h a ll be appo inted 
to  serve fo r  the  fo llo w in g  te rm s re ­
spective ly : One m em ber fo r  one yea r; 
one m em ber fo r  tw o  years; one m em ber 
fo r  th ree  years; one m em ber fo r  fo u r 
years; and one m em ber fo r  five years. 
On the  e x p ira tio n  o f each o f said term s, 
the  te rm  o f office o f each ne w ly  ap­
po in ted  o r reappo in ted m em ber o f the 
board sha ll be fo r  a pe riod  o f five years. 
In  a d d itio n  the  regents m ay a t any 
tim e  appo in t such num ber o f a d d itio n a l
m em bers o f the  board, fo r  te rm s to  be 
fixed by the  regents, b u t n o t exceeding 
five years each, as the  regents m ay 
deem reasonab ly necessary fo r  the  e f­
f ic ie n t and exped itious pe rfo rm ance o f 
the  du ties  o f the  board . The to ta l 
num ber o f m em bers o f the  board  sha ll 
be an odd num ber. The regen ts m ay 
rem ove any m em ber o f the  board  fro m  
office w ho sh a ll have been fou nd  g u ilty ,  
a fte r  due no tice  and a hea ring , o f m is­
conduct, incom petency, o r neglect o f 
d u ty  in  office. Vacancies in  the  m em ­
bersh ip  o f  the  board , how ever created, 
sh a ll be f ille d  by ap po in tm en t by the 
regents fo r  the  unexp ired  te rm , b u t no 
vacancy sh a ll be deemed necessarily  to  
ex is t so lo ng  as the re  sh a ll be five m em ­
bers o f th e  board  in  office.
Sec. 1490-a. Q ua lifica tions  and ex­
penses. Bach m em ber o f the  board 
sha ll be a c itize n  o f the  U n ited  States 
and a res ide n t o f the  state a t the  tim e  
o f h is  appo in tm en t. He s h a ll have been 
engaged in  the  p u b lic  practice  o f ac­
countancy fo r  a t least five years, and 
sh a ll have been a c e rtifie d  pu b lic  ac­
cou n tan t fo r  a t least tw o  years. Each 
m em ber o f the  board  sh a ll receive rea­
sonable com pensation, to  be fixed by 
the  regents, fo r  a tte n d in g  sessions o f 
the  board  and fo r  the  tim e  spent in  
exam in ing  app lican ts  fo r  the  cer­
tif ic a te  o f ce rtif ie d  p u b lic  account­
an t unde r th is  a rtic le , and in  necessary 
tra ve l, and in  a d d itio n  s h a ll be re im ­
bursed fo r  a l l necessary tra v e l and 
o th e r ac tu a l expenses in c u rre d  in  c a rry ­
in g  ou t any o f the  p rov is ions o f th is  
a rtic le . Each m em ber o f the  board 
sha ll receive a ce rtifica te  o f ap po in t­
m en t fro m  the regents and before en­
te r in g  upon h is  te rm  o f office sha ll file  
w ith  the  secre ta ry o f state the  consti­
tu t io n a l oa th  o f office. The regents 
sh a ll have power to  em ploy a c le rk  and 
such depu ty  c le rks  as m ay be reason­
a b ly  necessary to  assist the  board in  
the  keep ing o f its  records and in  the 
pe rfo rm ance o f its  du ties. The salaries 
o f the  said c le rk  and depu ty  c le rks  
respective ly  s h a ll be fixed by the 
regents. The board  sh a ll have power, 
sub jec t to  approva l by the  regents, to  
m ake such ru les , no t, incons is ten t w ith  
law , as m ay be reasonably necessary in  
the  pe rfo rm ance o f its  du ties.
Sec. 1490-b. O rgan iza tion  and m eet­
ings o f the  board. The board sha ll 
ho ld  a m ee ting  w ith in  th ir t y  days a f­
te r  its  m em bers are f irs t  appo inted, and 
th e re a fte r sha ll in  the  m on th  o f May 
in  each year ho ld  a re g u la r annua l 
m eeting , a t w h ich  i t  sha ll e lect fro m
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its  m em bers a cha irm an , a v ice -ch a ir­
m an and a secre tary. O the r re g u la r 
m eetings sh a ll be he ld  a t such tim es as 
the  ru les  o f the  board  m ay p rov ide , and 
such special m eetings sh a ll be he ld  as 
m ay be necessary o r advisable in  the 
ju d g m e n t o f the  board, o r a m a jo r ity  
the reo f, o r upon the ca ll o f the  depa rt­
m ent. N o tice  o f a l l m eetings sh a ll be 
g iven  in  such m anner as m ay be p ro ­
v ided  in  said ru les. A  quorum  o f the  
board sha ll consist o f a m a jo r ity  o f its  
m embers.
Sec. 1490-c. Receipts and d isburse­
m ents. A l l  moneys de rived fro m  and 
th ro u g h  the  ope ra tion  o f th is  a rtic le  
sh a ll be pa id  over to  the  departm ent, 
w h ich  sha ll pay th e re fro m  a ll expenses 
in c u rre d  in  ca rry in g  o u t the  prov is ions 
o f th is  a rtic le  and a n n u a lly  sh a ll pay 
in to  the  tre a su ry  o f the  sta te any p o r­
t io n  o f the moneys so received w h ich  
m ay rem a in  a fte r  the  paym ent o f said 
expenses.
Sec. 1490-d. Records. The board  
s h a ll keep a w r it te n  reco rd  o f its  p ro ­
ceedings. The depa rtm en t sh a ll keep 
a reg is te r o f a l l app lican ts  approved f o r  
the  ce rtifica te  o f c e rtifie d  p u b lic  ac­
cou n tan t by  the  board , show ing  w ith  
respect to  each ap p lican t h is  name, age, 
educa tion , and o th e r qu a lifica tio ns , 
place o f business and place o f residence, 
w h e the r o r no t an exa m in a tion  was re ­
qu ired , and w h e the r the  a p p lica tio n  
was re fused o r a ce rtifica te  o f ce rtif ie d  
p u b lic  accoun tan t issued to  the  a p p li­
cant, and the  date o f such action . The 
depa rtm en t sh a ll also keep a re g is te r 
o f a l l  copartne rsh ips to  w h ich  c e r t i­
ficates o f re g is tra t io n  s h a ll be issued 
pu rsua n t to  section fo u rte e n  hundred  
and n inety-seven o f th is  a rtic le . In  any 
c iv i l  o r c r im in a l ac tion , p rosecution, 
t r ia l ,  he a ring  o r proceeding a ris in g  o u t 
o f  o r founded upon any p ro v is io n  o f 
th is  a rtic le , the  books and reg is te rs  o f 
the  departm ent, o r a ce rtifica te  as to  
the  contents th e re o f bea ring  the  seal o f 
the  depa rtm en t and signed by  the  com­
m iss ione r o r an assistant com m issioner 
o f  education , sha ll be p rim a  facie  ev i­
dence o f a l l m a tte rs  s ta ted the re in .
Sec. 1491. C ounc il on accountancy. 
The regents m ay a t any tim e  ap po in t a 
counc il on accountancy to  advise w ith  
the  departm ent, the  board , and any 
o th e r  pu b lic  officers concern ing  any and 
a l l  m a tte rs  w ith in  the  p u rv ie w  o f th is  
a rtic le  and the  en forcem ent the reo f. 
The persons so appo in ted sh a ll be cer­
t if ie d  pu b lic  accountants em inen t in  the  
pro fession o f accountancy. T hey sha ll 
serve w ith o u t com pensation. They 
sh a ll ho ld  office fo r  th ree  years o r u n t i l  
th e  ap po in tm en t and q u a lifica tio n  o f 
th e ir  successors respective ly . The 
regents m ay f i l l  any vacancies in  the 
c o u n c il by a p po in tm en t fo r  the  unex- 
p ire d  te rm . The counc il sha ll e lect
one m em ber the re o f as cha irm an  and 
ano the r m em ber th e re o f as secretary. 
M eetings o f the  counc il m ay be he ld  a t 
any tim e  and place appo in ted by the 
com m issioner o r  an assistant com m is­
s ioner o f education , o r upon the  c a ll o f 
any th ree m em bers o f the  counc il o r a t 
the request o f a m a jo r ity  o f the  board. 
A  m a jo r ity  o f the  counc il sha ll consti­
tu te  a quorum .
Sec. 1492. C e rtified  pu b lic  account­
ants. The ce rtif ica te  o f ce rtifie d  pub lic  
accoun tant sh a ll be issued, upon a p p li­
ca tion  to  the  depa rtm en t and th e  pay­
m ent o f a fee to  be fixed by the  depa rt­
m ent, w h ich  fee is to  accom pany the  
ap p lica tio n , to  any c itize n  o f th e  U n ited  
States, o r to  any person w ho has de­
c la red h is  in te n tio n  o f becom ing such 
c itizen , w ho resides w ith in  the  s ta te  or 
has a place fo r  the  re g u la r transa c tion  
o f business the re in , w ho is tw en ty-one  
years o f age o r over and o f good m ora l 
character, who subm its  evidence satis­
fa c to ry  to  th e  depa rtm en t o f the  pos­
session o f academic and pro fess iona l 
q u a lifica tio ns  fo r  the  p u b lic  p ractice  of 
accountancy and w ho passes the  exam i­
n a tio n  re q u ire d  by th e  depa rtm en t; 
p rov ided , th a t  th e  ce rtif ic a te  o f c e r t i­
fied p u b lic  accoun tan t issued to  any 
person w ho has declared h is  in te n tio n  
o f becom ing a c itize n  o f th e  U n ited  
States sh a ll become vo id  a t th e  exp ira ­
t io n  o f e igh t years fro m  the date o f the  
de c la ra tion  o f the  in te n tio n  o f such ap­
p lic a n t to  become a c itizen , unless p r io r  
to  the  e x p ira tio n  o f said e ig h t years 
evidence is fu rn ish e d  to  the  depa rtm ent 
th a t the  ap p lican t has become a c itize n  
o f the  U n ite d  States.
Sec. 1492-a. Indorsem ents o f cer­
t ifica tes  o f o th e r states. The depart­
m en t m ay, in  its  d isc re tion , upon re ­
com m endation o f the  board  and the 
subm ission o f evidence o f pro fess iona l 
q u a lifica tio ns  as h e re in a fte r in  th is  sec­
t io n  prov ided, and w ith o u t exam ina­
t io n , b u t o therw ise  sub jec t to  the  aca­
dem ic an d  pro fess iona l q u a lifica tio ns  
m entioned in  section fou rte en  hundred  
and n in e ty -tw o  o f th is  a rtic le , and the 
ru les  o f the  regen ts p ro m u lg a ted  the re ­
under, in c lu d in g  the  paym ent o f a fee 
to  be fixed by  th e  departm ent, indorse 
a ce rtifica te  o f ce rtif ie d  p u b lic  account­
an t issued by  the  p rope r a u th o ritie s  o f 
any o th e r sta te  o r p o lit ic a l subd iv is ion  
o f the  U n ited  States, to  any c itize n  or 
person who has declared h is  in te n tio n  
o f becom ing a c itize n  the reo f, p rov ided  
th a t the  ap p lican t fo r  such indo rse­
m ent, since rece iv in g  such ce rtifica te , 
has been engaged in  the  pu b lic  p ractice  
o f accountancy fo r  th ree  years o r m ore 
in  one o r m ore o f the  states o r p o lit ic a l 
subd iv is ions o f the  U n ited  States e ith e r 
on h is  ow n account o r as a m em ber o f 
a copartne rsh ip  o r as an employee o f 
any person engaged in  the  pu b lic  prac­
tice  o f accountancy, and such app lican t 
is a c tu a lly  so engaged a t the  t im e  o f 
a p p lica tio n  fo r  indorsem ent, and is in  
good and re g u la r s tand ing  as a ce rtif ie d  
p u b lic  accoun tan t in  each state o r p o li­
t ic a l sub d iv is io n  o f the  U n ited  States 
fro m  w h ich  he has ever received a cer­
tif ic a te  o f c e rtifie d  p u b lic  accountant. 
Such indo rsem en t s h a ll be equ iva le n t to  
a ce rtifica te  o f ce rtifie d  p u b lic  account­
an t o f the  state except as o therw ise p ro ­
v ided in  th is  a rtic le . Such indo rsem en t 
sh a ll become v o id  in  th e  case o f any 
person n o t a c itize n  o f the  U n ited  
States a t the  e x p ira tio n  o f e ig h t years 
f ro m  the date o f h is  de c la ra tion  o f in ­
te n tio n  to  become a c itizen .
Sec. 1493. P ena lties and th e ir  co l­
le c tion . (1 )  A n y  person who sha ll
(a ) S e ll o r f ra u d u le n t ly  ob ta in  o r 
fu rn is h  any ce rtif ica te  o r indorsem ent 
o f any ce rtifica te  o f ce rtifie d  p u b lic  ac­
coun tan t, o r a id  o r abet th e re in ; o r
(b ) Engage in  the  p u b lic  practice  o f 
accountancy as a ce rtifie d  pu b lic  ac­
cou n tan t by v ir tu e  o f any ce rtifica te  o r 
indo rsem en t o f any c e rtif ica te  o f cer­
t if ie d  p u b lic  accoun tant i l le g a lly  o r 
fra u d u le n t ly  ob ta ined by such person, 
o r issued u n la w fu lly , o r by  reason o f 
any fra u d u le n t rep resen ta tion  o r m is­
take  o f fa c t in  a m a te ria l regard , in ­
duced by such person; o r
(c ) H o ld  h im s e lf ou t as au thorized  
to  engage in  th e  p u b lic  p ractice  o f ac­
countancy as a ce rtif ie d  p u b lic  account­
a n t unde r a fa lse o r assumed nam e; o r
(2 )  A n y  person, who, no t be ing a 
ce rtif ie d  p u b lic  accoun tan t o f the  state, 
sh a ll
(a ) H o ld  h im s e lf o u t to  be engaged 
in  the  p u b lic  prac tice  o f accountancy 
w ith in  the  state as a ce rtifie d  p u b lic  
accoun tan t; o r
(b ) Use in  connection w ith  h is  nam e 
any t i t le  o r des igna tion  ten d in g  to  
im p ly  th a t  he is engaged in  the  pu b lic  
p ractice  o f accountancy as a ce rtif ie d  
p u b lic  acco un ta n t w ith in  the  s ta te ; o r
(c ) Use the  t i t le  “ ce rtifie d  p u b lic  ac­
c o u n ta n t,”  o r  any  ab b re v ia tio n  the re o f 
o r the  le tte rs  “ C. P. A .,”  in  connection 
w ith  h is  name, o r w ith  any trade  name 
o r in  the  conduct w ith in  the  state o f 
any occupa tion  o r pro fession in v o lv in g  
or p e rta in in g  to  the  pu b lic  practice  o f 
accountancy; o r
(3 )  A n y  person, who, d u r in g  the  
tim e  h is  c e rtifica te  o r the  indo rsem en t 
o f h is  ce rtifica te  as a ce rtifie d  pu b lic  
accoun tant sh a ll be vo id , revoked o r 
suspended p u rsu a n t to  th is  a rtic le , sha ll 
engage w ith in  the  state in  the  pu b lic  
p rac tice  o f accountancy as a ce rtifie d  
p u b lic  accoun tant, sh a ll be g u ilty  o f a 
m isdem eanor. A n y  such m isdem eanor 
s h a ll be pun ishab le  by im p rison m en t 
fo r  n o t m ore th a n  one year, o r  by a fine 
o f no t m ore th a n  five hund red  do lla rs ,
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o r by  bo th  such fine and im p rison m en t 
fo r  each separate offense.
(4 ) A l l  cou rts  o f specia l sessions 
w ith in  th e ir  respective te r r ito r ia l ju r is ­
d ic tion s  are hereby em powered to  try ,  
hear and de te rm ine  such m isdem eanors 
w ith o u t in d ic tm e n t, and to  im pose the  
pena lties he re in  prescribed.
(5 ) Such m isdem eanors sha ll be 
prosecuted by the d is tr ic t  a tto rn e y  of 
the  coun ty  w here in  the  same are com­
m itte d , o r, i f  com m itted  in  tw o  o r m ore 
counties, then  by the  d is tr ic t  a tto rn e y  
o f any one o f such counties, and a t any 
tim e  the  a tto rn ey-ge ne ra l m ay super­
sede any d is tr ic t  a tto rn e y  in  the  prose­
cu tio n  o f any such m isdem eanor in  any 
county .
(6 )  In  a d d itio n  to  th e  c r im in a l l ia ­
b i l i ty ,  im p rison m en t and fine above 
prov ided , a c iv i l pena lty  is hereby p re ­
scribed and im posed, w h ich  sh a ll be one 
hu nd red  d o lla rs  fo r  each such offense 
he re inbe fo re  defined to  be recovered by 
the  a tto rn ey-ge ne ra l in  an action  
aga inst the  person o r persons, in c lu d in g  
co rpora tions, who have com m itted  any 
such offense o r offenses, w h ich  action  
sh a ll be m a in ta ined  in  the  nam e o f the 
people o f the state. Such c iv i l pena lty  
sh a ll be cum u la tive , and w hen any such 
offense o r offenses sh a ll be com m itted  
in  w ho le  o r in  p a r t upon m ore tha n  one 
day, such c iv i l  pena lty  sh a ll be recover­
able fo r  each such day.
(7 )  The a tto rney-gene ra l, w ith  the 
consent o f the  com m issioner o f educa­
tio n , m ay com prom ise cla im s fo r  such 
pena lties, and accept less tha n  the 
am oun t c la im ed, o r due, before o r a f­
te r  an  ac tion  has been begun. No com ­
prom ise  m ay be made, however, a fte r  a 
decis ion made o r v e rd ic t rendered, ex­
cept pu rsua n t to  section th ir ty - fo u r  o f 
the  s ta te  finance law .
(8 )  N o tw ith s ta n d in g  the  p rov is ions 
o f any o th e r general, lo ca l o r special 
law , a l l pena lties, fees and o the r 
moneys de rived fro m  the ope ra tion  o f 
the  p rov is ions o f th is  a rt ic le  sh a ll be 
pa id  to  the  departm ent, and sh a ll be 
ava ilab le  to  the  depa rtm en t tog e the r 
w ith  the  a p p ro p ria tion s  made fro m  tim e  
to  tim e  by the  le g is la tu re , fo r  the  pay­
m ent o f a l l sa laries and o th e r p rope r 
expenses in cu rre d  in  the  a d m in is tra tio n  
and en forcem ent o f the p rov is ions o f 
th is  a rtic le , in c lu d in g  a su ffic ien t 
am oun t to  pay the  salaries o r o th e r 
com pensation o f such deputies, special 
deputies o r assistants as the  a tto rn e y - 
genera l sha ll assign fo r  the  enforcem ent 
o f th is  a rtic le . On the th ir t ie th  day o f 
June, beg inn ing  in  the  f irs t  year a fte r  
th is  act takes effect and each year the re ­
a fte r, the  depa rtm en t sha ll pay any 
balance o f such sums re m a in in g  in  th e ir  
hands in to  the  state treasu ry .
(9 ) The d isp lay o r u tte r in g  w ith in  
the  s ta te  o f a card, sign, advertisem ent
o r o th e r p rin ted , engraved o r w r it te n  
in s tru m e n t o r device bearing  a pe r­
son’s name in  co n ju n c tio n  w ith  the  
w ords “ ce rtifie d  pu b lic  accoun tan t”  o r 
any ab brev ia tion  the reo f, o r the  le t­
te rs “ C. P. A .,”  sh a ll be p r im a  facie ev i­
dence in  any prosecution, proceeding or 
he a ring  th a t the person whose name is 
so d isp layed caused o r p rocured  the  d is­
p lay  o r u tte r in g  o f such card, s ign, ad­
ve rtise m en t o r o th e r p r in te d , engraved 
o r w r it te n  in s tru m e n t o r device and 
th a t such person is h o ld in g  h im se lf ou t 
to  be a ce rtifie d  pu b lic  accoun tant. In  
any p rosecu tion  o r proceeding under 
th is  a rtic le , evidence o f the  com m ission 
o f a s ing le  act p ro h ib ite d  by th is  a rtic le  
sha ll be su ffic ien t to  ju s t i fy  a convic­
t io n  o r the recovery o f any c iv i l pena lty  
as the  case m ay be w ith o u t evidence of 
a genera l course o f conduct.
Sec. 1494. R evocation o r suspension. 
The regents sha ll revoke, o r sh a ll sus­
pend fo r  a te rm  to  be fixed by them , the 
ce rtifica te  o r the  indo rsem en t o f the 
ce rtifica te  o f any ce rtifie d  pu b lic  ac­
cou n tan t who has been convic ted  o f a 
fe lo n y  under the  laws o f the  state o r o f 
the  U n ited  States, o r o f any m isde­
m eanor as defined in  th is  a rtic le , o r o f 
any a troc ious crim e in  any ju r is d ic tio n .
Sec. 1494-a. The same. The regents 
sh a ll also have power, upon the  recom ­
m enda tion  o f the  board, and a fte r  due 
no tice  and an o p p o rtu n ity  to be heard, 
to  revoke o r suspend the ce rtif ica te  o r 
the  indo rsem en t o f the  ce rtifica te  o f any 
ce rtif ie d  pu b lic  accoun tan t w ho is found  
g u ilty  by the  board o r a m a jo r ity  the re ­
of, a fte r  due no tice  and a hearing , o f 
any fra u d  o r deceit in  o b ta in ing , e ith e r 
fo r  h im se lf o r fo r  any o th e r person, 
e ith e r a ce rtifica te  o r an indo rsem en t 
o f a ce rtif ica te  o f ce rtifie d  pu b lic  ac­
cou n tan t issued pu rsua n t to  th is  a rtic le .
Sec. 1494-b. Revocation of indorse­
ments. The regents sha ll also have 
power, upon the recom m endation o f the 
board, and a fte r due notice and an op­
p o rtu n ity  to  be heard, to  revoke o r sus­
pend the indorsem ent o f the certifica te of 
certified public accountant issued to  any 
person pursuant to  section fourteen hun­
dred and n ine ty -tw o -a  o f th is  a rtic le  
upon evidence th a t the  d u ly  con s titu ted  
a u th o ritie s  o f any state o r p o lit ic a l sub­
d iv is io n  of the U n ited States have law ­
fu l ly  revoked or suspended the certifica te 
o f certified pub lic  accountant issued to  
such person by such state o r p o lit ic a l 
subdivision.
Sec. 1495. Committee on grievances. 
W ith in  s ix ty  days a fte r  th is  act shall 
take effect the regents sha ll appo int a 
com m ittee on grievances w h ich  sha ll con­
s is t o f ten members, each of whom sha ll 
be a certified pub lic  accountant in  good 
standing fo r a t least ten years p r io r  to  
h is  appointm ent. The te rm  of office of 
each of said members sha ll be five years
except th a t upon the ta k in g  effect o f th is  
act tw o members sha ll be appointed fo r  
a te rm  of one year; tw o members fo r a 
te rm  o f tw o years; tw o  members fo r  a 
te rm  of three years; tw o  members fo r a 
te rm  of fo u r years, and two members fo r 
a te rm  o f five years; and as such term s 
respective ly exp ire  the vacancies in  the 
membership of the com m ittee sha ll be 
filled  by the appo intm ent by the regents of 
tw o  members whose term s sha ll be five 
years from  the exp ira tio n  o f the term s 
of th e ir  predecessors. A n y  vacancy 
caused by resignation , death or otherw ise 
sha ll be filled  by the  appointm ent by the 
regents o f a new member to  serve fo r 
the unexpired term . The members of the 
com m ittee sha ll serve w ith o u t compen­
sation. They shall a t th e ir  f irs t meeting, 
and the reafter annua lly , w ith in  ten days 
a fte r  the  f irs t day of January  o f each 
year, elect from  th e ir  own num ber a 
cha irm an and a secretary. Seven mem­
bers of the com m ittee sha ll constitu te  a 
quorum.
Sec. 1495-a. Ju risd ic tio n  of committee. 
The members of the com m ittee sha ll have 
ju r is d ic tio n  to  hear charges against cer­
tified  pub lic  accountants fo r  any fraud, 
deceit, o r gross negligence in  the public 
practice of accountancy, and the regents 
may, upon the rece ip t from  the com m it­
tee o f the record, find ings and determ i­
na tion  o f the  com m ittee w here in  and 
whereby any certified pub lic  accountant 
sha ll have been found g u ilty  o f any such 
fraud , deceit or gross negligence, and 
a fte r due notice and an op po rtu n ity  to  be 
heard, revoke and annu l h is  certifica te or 
the  indorsem ent o f his certifica te as a 
certified pub lic  accountant, o r suspend 
h im  from  practice as a certified pub lic  ac­
countant, or rep rim and him .
Sec. 1495-b. Proceedings before com­
m ittee . Proceedings aga inst any cer­
tif ie d  p u b lic  accoun tan t fo r  any fra u d , 
deceit or gross negligence in  the pub lic  
practice o f accountancy sha ll be com­
menced by f il in g  a w r itte n  charge w ith  
the departm ent, and i f  i t  sha ll appear to  
the departm ent, a fte r a ffo rd ing  an op­
p o rtu n ity  to  the com pla inant and re­
spondent respective ly to  be heard, th a t 
there is  probable cause to  believe th a t the 
respondent has com m itted any fraud , de­
ceit o r gross negligence in  the public 
practice of accountancy, the charge shall 
be re ferred to  the cha irm an of the com­
m ittee, who sha ll designate seven im ­
p a rtia l members of the com m ittee to  
hear the same, and he sha ll also fix  a 
tim e  and place fo r the hearing, and a 
copy o f the said charge, together w ith  a 
notice o f the tim e and place fixed fo r the 
hearing, sha ll be served upon the re­
spondent a t least ten  days before the 
date so fixed. A t  any such hearing  the 
respondent m ay appear both in  person 
and by counsel, m ake answer to the 
charge, produce witnesses and evidence
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on h is  own behalf, cross-examine w it ­
nesses, and examine such evidence as 
m ay be produced against h im . A  steno­
graph ic record o f the hearing sha ll be 
kept. The members of the com m ittee be­
fo re  whom the hearing  sha ll be held 
sha ll make a w r it te n  report of th e ir  jo in t 
o r several find ings and recommendations, 
and the same sha ll be fo r th w ith  trans­
m itted  to  the secretary of the com m ittee 
w ith  the stenographer’s m inutes and the 
evidence or a tra n s c rip t thereof. I f  by a 
vote of a m a jo r ity  o f the members of the 
com m ittee  before w hom  the he a ring  was 
held the respondent is found g u ilty  of the 
charge against h im , the com m ittee sha ll 
tra n s m it to  the departm ent the record, 
find ings, recommendations and determ ina­
t io n  of the committee, and the regents, 
a fte r g iv in g  the respondent due notice 
and an op po rtun ity  to  be heard, sha ll in  
th e ir  d iscretion execute an order affirm ­
ing, m od ify in g  or reversing such de term i­
na tion  o f the committee. N o th ing  here in 
contained sha ll be deemed to  prevent the 
departm ent from  in it ia t in g  o r prosecut­
in g  any charges or proceedings in  any 
case against any certified pub lic  account­
ant.
Sec. 1495-c. Subpoenas, oaths, evidence. 
The board or any member thereof or the 
com m ittee or any member thereof may 
issue subpoenas to compel the attendance 
o f witnesses, and may ad m in is te r oaths, 
take  tes tim ony, hear p roofs and receive 
exh ib its  in  evidence in  connection w ith  
o r upon any hearing- under th is  a rtic le  
or in  any m a tte r re la tin g  to  the official 
du ties o f the board or the com m ittee or 
w h ich  the board or the com m ittee may 
la w fu lly  investigate. I t  sha ll be the du ty  
o f the board or the com m ittee respec­
t iv e ly  to  issue subpoenas a t the request 
o f any certified public accountant against 
whom charges are to  be heard by the 
board or the committee. The board or 
the com m ittee sha ll no t be bound by 
technica l ru les of evidence, bu t any de­
te rm in a tio n  shall be founded upon suffici­
en t legal evidence to  susta in the same. 
The departm ent sha ll in  its  d iscre tion  
fu rn is h  such records, advice and assist­
ance to  the board or the com m ittee as 
m ay be requested by the board or the 
com m ittee o r m ay be deemed necessary 
by the departm ent.
Sec. 1495-d. Order o f ce rtio ra ri. A ny  
c e rtifie d  pu b lic  accoun tant whose cer­
tif ic a te  o r indo rsem en t is revoked or 
who is  suspended o r rep rim anded under 
any o f the  p rov is ions o f th is  a rtic le , 
m ay have an o rder o f c e r t io ra r i to  re ­
v iew  such d e te rm in a tion .
Sec. 1495-e. D isqua lifica tion s . No 
m em ber o f the  com m ittee  sha ll p a r t i­
c ipate in  any w ay in  the  he a ring  o r de­
te rm in a tio n  o f any charges in  w h ich  he 
m ay be e ith e r a com p la ina n t o r a w i t ­
ness o r a respondent o r an im p lica te d  
person, o r in  any case w here in  any o f
the  parties, e ith e r com p la inan t or 
respondent o r im p lica te d , are re la ted  
to  h im  by consangu in ity  o r a ff in ity  
w ith in  the  s ix th  degree. I f  fo r  any 
reason th ree  o r m ore members o f the 
com m ittee  s h a ll be d isqu a lified  o r 
o therw ise unable to  p a rtic ip a te  in  the 
d e te rm in a tio n  o f any case, th e ir  places 
sha ll be te m p o ra r ily  f ille d  fo r  the  p u r­
poses o f such case by the  appo in tm en t 
by the regents o f tem po ra ry  members o f 
the  com m ittee , hav ing  the  q u a lifica ­
tions  req u ire d  by section fo u rte e n  h u n ­
dred and n ine ty -five  o f th is  a rtic le , in  
place o f the  members d isqu a lified  or 
o therw ise  unab le to  pa rtic ip a te .
Sec. 1495-f. Rem ova l fro m  office. 
The regents m ay rem ove any m em ber 
o f the com m ittee  fro m  office who sha ll 
have been fou nd  g u ilty ,  a fte r  no tice and 
a hearing , o f m alfeasance in  office or 
o f neglect o f du ty .
Sec. 1495-g. R ules and regu la tions . 
The com m ittee  sh a ll have power to 
m ake such ru les  and regu la tions , no t 
in cons is ten t w ith  la w  o r the  ru les of 
the  regents, fo r  the  conduct o f its  du ties 
and proceedings as i t  sh a ll deem rea­
sonab ly necessary.
Sec. 1495-h. C ertifica tes o f dism issal 
o f charges. W hen a proceeding under 
th is  a r tic le  has, been dism issed the de­
p a rtm e n t sha ll issue a ce rtifica te  to 
such effect.
Sec. 1495-i. Suspensions in  ce rta in  
cases. W henever, a fte r  the  exercise o f 
due d iligence  the board  o r the  com­
m itte e  sh a ll be unable to effect per­
sonal service o f any no tice  o f hea ring  
under th is  a r tic le  upon any ce rtifie d  
pu b lic  accoun tant, the  regen ts  sha ll 
have power to  suspend the  ce rtifica te  or 
indo rsem en t o f the  ce rtif ica te  o f any 
such ce rtif ie d  p u b lic  accountant, i f  he 
sha ll f a i l  to  appear before the  board  or 
the  com m ittee  w ith in  one week a fte r  
no tice  to  h im  by th e  de pa rtm en t re ­
q u ir in g  such appearance by h im  sha ll 
have been pub lished once in  each week 
fo r  th ree  successive weeks in  a news­
paper o f genera l c irc u la tio n  in  the 
coun ty  w h e re in  he was la s t know n  to 
have resided o r to  have engaged in  the 
pu b lic  p ractice  o f accountancy and sha ll 
have been m a iled  to  h im  a t h is last 
know n  post-office address.
Sec. 149 6. Reissue o f certifica tes. 
The regents m ay in  th e ir  d isc re tio n  re ­
issue a ce rtifica te  o r indo rsem en t o f a 
ce rtif ica te  as a ce rtifie d  p u b lic  account­
an t to  any person whose ce rtifica te  or 
indo rsem en t sha ll have been revoked 
pu rsua n t to  section fou rte en  hundred  
and n in e ty -fo u r o f th is  a rtic le  a fte r  
pardon o f such person by the p resident 
o f the U n ited  States, o r by the governor 
o r o th e r pa rdo n in g  a u th o r ity  in  the 
ju r is d ic t io n  w here in  the conv ic tion  was 
had.
Sec. 1496-a. The same. The regents
m ay also, upon recom m endation  o f the 
board, reissue a ce rtif ica te  o r indo rse­
m ent as a ce rtifie d  pu b lic  accoun tant to  
any person whose ce rtif ica te  o f indo rse­
m ent sh a ll have become vo id  pu rsua n t 
to sections fou rte en  hundred  and 
n in e ty -tw o  o r fou rte en  hundred  and 
n ine ty -tw o -a  o f th is  a rtic le , p rov ided  
such person sha ll have become a c itizen  
o f the  U n ited  States.
Sec. 1496-b. The same. The regents 
m ay also, upon recom m endation  o f the  
board, reissue a ce rtifica te  o r indo rse­
m ent as a ce rtifie d  pu b lic  accoun tant to  
any person whose ce rtifica te  o r indorse­
m ent sh a ll have been revoked pu rsua n t 
to sections fou rte en  hundred  and 
n in e ty -fo u r-a  o r fou rte en  hu nd red  and 
n in e ty -fo u r-b  o f th is  a rtic le , o r upon 
recom m endation  o f the  com m ittee , m ay 
reissue a ce rtifica te  or indo rsem en t as 
a ce rtifie d  pu b lic  accoun tant to  any per­
son whose ce rtifica te  o r  indo rsem en t 
sh a ll have been revoked pu rsua n t to 
section fo u rte e n  hund red  and n in e ty - 
five-a hereof.
Sec. 1497. C opartnersh ips. N o th in g  
conta ined in  th is  a r tic le  s h a ll be deemed 
to p ro h ib it  the  use o f the  w ords “ c e r t i­
fied p u b lic  accoun tants”  in  connection 
w ith  the  copartne rsh ip  name o f any 
copartne rsh ip  engaged in  the  state in  
the pu b lic  practice  o f accountancy p ro ­
v ided  th a t such copartne rsh ip  sha ll ob­
ta in  fro m  the departm ent, upon the  
recom endation  o f the  board, and upon 
the  paym ent o f a fee to  be fixed by the  
departm ent, a ce rtifica te  th a t such co­
pa rtn e rsh ip  has been reg is te red  by the  
depa rtm en t p u rsua n t to  th is  section. 
No such ce rtifica te  sh a ll be issued to  
any copartne rsh ip  w h ich  has fa ile d  to  
com p ly  w ith  any p ro v is io n  o f the  p a rt­
ne rsh ip  la w  app licab le  the re to , o r w ith  
any p ro v is io n  o f th is  section. A pp lica ­
t io n  fo r  re g is tra t io n  o f any cop artne r­
ship p u rsu a n t to  th is  section m ust be 
made to  the  board  upon the  v e rifie d  a f­
f id a v it  o f a genera l p a rtn e r o f such 
copartne rsh ip  w ho is a ce rtifie d  p u b lic  
accoun tant o f the  state in  good stand­
ing . Such a ffid a v it m ust set fo r th  the  
copartne rsh ip  nam e and the  post-office 
address th e re o f w ith in  the state, and  
the  address o f the  p r in c ip a l office the re ­
of, w herever located, toge the r w ith  the  
name, residence and post-office address 
o f each genera l o r l im ite d  p a rtn e r o f 
such cop artne rsh ip ; and i t  m ust be 
made to appear to  the sa tis fa c tion  o f 
the  board th a t each p a rtn e r res iden t o r 
engaged w ith in  the  U n ited  States in  the  
pu b lic  p ractice  o f accountancy is in  
good s tand ing  as a ce rtif ie d  pub lic  ac­
cou n tan t o f one o r m ore o f the  states 
o r p o lit ic a l subd iv is ions o f the  U n ite d  
States, and th a t each p a rtn e r res iden t 
o r engaged w ith in  the  state in  the  pub­
lic  p rac tice  o f accountancy is a c e rtif ie d  
(C on tinued  to  page 128)
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Questions and Answers Department
Good W i l l  o r  S tock D iscoun t ?
A n  in te re s tin g  a rg um e n t in  connec­
t io n  w ith  a re fin an c ing  s itu a tio n  has 
been sub m itte d  by one o f o u r readers.
Com pany X  purchased a l l  the  assets 
and assumed a ll the  lia b il it ie s  o f Com­
pany Y, pay ing  th e re fo r $100,000 cash 
and $500,000 pa r va lue  o f p re fe rred  
s tock o f Com pany X . T h is  p re fe rred  
s tock is p a rt o f a new issue o f w h ich  
the  to ta l is $750,000 pa r va lue . The 
balance, $250,000 pa r va lue  was sold 
to  a brokerage house fo r  $200,000 
cash.
The book va lue  o f the  ne t assets o f 
Com pany Y  purchased by Com pany X  
is $400,000.
The a rg um e n t centers a round  the  
am oun t o f good w i l l  in vo lve d  in  the 
purchase.
A  contends th a t since o n e -th ird  o f 
the  p re fe rre d  stock issue was sold fo r  
80, i t  m us t be recognized th a t the  p re ­
fe rre d  stock g iven to  Com pany Y  was 
re a lly  w o rth  on ly  w h a t i t  w o u ld  have 
b ro u g h t i f  i t  had been sold fo r  cash, 
p resum ab ly  80 per cent o r $400,000 
and n o t the  pa r va lue o f $500,000. On 
th is  basis he calcula tes the  transa c tion  
in  th is  w ay:
P u rc h a se  p r ic e : 
P r e fe r re d  S tock —
P a r  .......................
S tock  D isco u n t
$500,000
100,000
N e t  
C ash  . ,
T o ta l .......................
A ss e ts  p u rch ased  (n e t )
G ood w ill pu rchased  . . .
$400,000
100,000
500,000
400,000
100,000
T h is  m ethod o f h a n d lin g  places in  
the  accounts o f Company X  a stock d is­
coun t ite m  o f $100,000 in  respect to 
the p re fe rred  stock g iven to Com­
pany Y.
B, on the o th e r hand, contends th a t 
the p re fe rred  stock should be taken 
in to  the  transac tion  a t pa r and the 
good w i l l  ca lcu la ted as fo llo w s :
P u rc h a se  p r ic e :
P re ferred  S tock  a t  par ..................  $500,000
C a sh  ...............................................................  100,000
T o ta l ................................................... 600,000
A s s e ts  p u rch ased  (n e t )  .......................  400,000
G ood w ill p u rch ased  ..............................  200,000
In  cons idering  such a s itu a tio n , i t  is 
w e ll a t the  ou tse t to  have in  m in d  th a t 
“ book va lues”  are n o t necessarily  rea l 
values. An appra isa l m ig h t show th a t
E D IT O R , W . T. S U N LE Y , C. P . A ., 
(M ich .)
E d u ca tion a l D irec to r , In te rn a tio n a l A c­
co u n tan ts S o c ie ty , Inc.
w h ile  the assets are c a rrie d  on the 
books a t a net va lue  o f $400,000, they 
have a sound va lue  o f $600,000 or 
$700,000.
B u t le t us assume fo r  the  a rgum en t 
th a t the re  is  an elem ent o f good w i l l  
and th a t $400,000 is a p roper f ig u re  to 
represent the  ne t tan g ib le  assets p u r­
chased by Com pany X .
I t  seems to the  e d ito r o f th is  depa rt­
m ent th a t the re  are tw o  s trong  a rg u ­
m ents in  fa vo r o f the  h a n d lin g  advo­
cated by B, w h ich  resu lts  in  show ing 
the  good w i l l  a t $200,000 and avoids 
the Questionable ite m  o f $100,000 
s to ck  d iscount.
F irs t ,  in  event o f inso lvency the 
question o f l ia b i l i t y  on the  p a r t o f 
those pu rchas ing  s tock  fo r  less tha n  
pa r m ig h t arise. I t  does n o t seem 
lik e ly  th a t  any c o u rt w o u ld  ho ld  th a t 
Com pany Y , ha v in g  so ld its  ne t assets 
to Com pany X  fo r  $500,000 pa r va lue  
p re fe rred  stock and $100,000 cash, had 
acqu ired the  stock a t a  d iscount. I f  
some c la im  o f fra u d  were alleged, then 
the  co u rt m ig h t consider the  m a rk e t 
p rice  o f the  stock in  connection  w ith  
th a t c la im , b u t i t  is n o t l ik e ly  i t  w o u ld  
be characterized as “ stock d iscou n t.”  
W hen stock is issued fo r  assets the re  is 
a p resum p tion  th a t the  assets were 
w o rth  the  par o f the  stock so issued; 
and the s itu a tio n  is even s tronger 
where a free  deal is en tered in to .
Second, the  a rg um e n t o f A  is p re ­
d icated on the assum ption  th a t the  
stock, i f  sold fo r  cash, w o u ld  b r in g  
on ly  $400,000. U n fo rtu n a te ly  fo r  th is  
argum ent, the $500,000 pa r va lue  o f 
stock was n o t sold fo r  cash; and any 
a tte m p t to  argue on th is  basis places 
us in  the  fie ld  o f con jec tu re . As 
aga inst h is  a rgum ent, i t  m ig h t be said 
th a t i f  the  to ta l $750,000 pa r va lue 
had been u n d e rw ritte n , the  p rice  m ig h t 
have been 85 o r 90. On the  o th e r hand 
i f  i t  had been necessary to  secure a ll 
cash, the deal m ig h t never have been 
consum m ated.
T a k in g  a ll these facts in to  considera­
t io n , i t  seems b e tte r to  consider the  
stock g iven to Com pany Y  as fu l ly  pa id  
and to  avo id  the ite m  o f s tock d iscount.
N on-recurring C harges
Request has been made fo r  a d is­
cussion of the  “ whys, w here fores, l im i­
ta tio ns , etc., o f the  fo llo w in g  s ta te­
m en t ge ne ra lly  appearing  in  the  li te ra ­
tu re  o f re fin an c ing  ven tu res:
‘a fte r  g iv in g  effect to  ce rta in  non­
re c u rr in g  charges.’ ”
The phrase has re ference to  the 
e lim in a tio n  o f ce rta in  charges fro m  the 
figu res presented to  in d ica te  the  ea rn ­
in g  capacity. These figu res are the 
p ro fits  o f fo rm e r years ad justed  to  
show w h a t th e  p ro fits  w o u ld  have been 
i f  ce rta in  charges w h ich  are no t ex­
pected to  occur in  fu tu re  years had no t 
occurred in  those fo rm e r years. T h is  
in fo rm a tio n  is desired by investo rs  fo r  
i t  is designed to  place the  figu res o f 
fo rm e r years on a basis o f the  new 
fin a n c ia l s tru c tu re .
F o r exam ple, assume th a t Com pany 
A  is o ffe r in g  a new  issue o f stock. The 
proceeds fro m  the  sale o f th is  stock 
are to  be used in  p a rt to  re t ire  a bond 
issue. The ne t p ro fits  fo r  the  past 
five years have been as fo llo w s :
1924   $300,000
1925   500,000
1926   450 ,000
1927   400,000
1928   500,000
D u rin g  each o f these years the  com­
pany has pa id  $60,000 in te re s t on  the  
bonds. Since the  bonds are to  be re­
tire d , the  in te re s t charge w i l l  n o t have 
to  be pa id . I f  th e  new fin a n c ia l s tru c ­
tu re  had been ex is ten t in  the  previous 
years, the m oney used to pay the  bond 
in te re s t w o u ld  have been ava ilab le  fo r  
d iv idends.
Now  the  in ve s to r examines the h is ­
to ry  o f ea rn ings to  see w h a t am oun t 
w i l l  be ava ilab le  fo r  d iv idends i f  the  
com ing years are as prosperous as the 
previous ones. Then  in  fu rn is h in g  th is  
in fo rm a tio n  he shou ld  be g iven figu res 
th a t are com parable w ith  the  new con­
d itio n s  in  respect to  the  fin a n c ia l 
s tru c tu re .
I t  is the  in ves to r who does the fo re ­
casting, o r  “ h o p ing ,”  as o u r co r­
respondent phrases it .  The accoun tant 
fu rn ishe s  com parab le  figu res fo r  h is 
use. The figu res w o u ld  no t be com­
parab le unless such n o n -re c u rr in g  
charges were e lim in a ted .
The phrase, “ a fte r  g iv in g  effect to  
ce rta in  n o n -re c u rr in g  charges”  is 
ra p id ly  fa l l in g  in to  disuse. There is an 
ins is tence th a t each ite m  e lim in a te d  
sh a ll be d e fin ite ly  described and the  
am oun t g iven.
F o r  example, in  the  fo reg o ing  il lu s ­
t ra t io n  the  ne t ea rn ings o f Com pany A  
(C o n tin u e d  on  pa ge  121)
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The 1928 Banquet
N E W  O R LEAN S, L A .
A R C H IE  M . S M IT H  
C h a irm a n  L o ca l E xecu tive  C om m ittee
I  sh a ll ask y o u r a tte n tio n  fo r  
b u t a few  m inutes. I  do w a n t 
to  say a few  w ords to  you, though , 
on beha lf o f those who have w o rked  on 
th is  E xecu tive  C om m ittee, fo r  m any 
m onths past, p re pa ring  fo r  th is  conven­
t io n . I t  has been necessary, you un de r­
stand, to  w o rk  q u ite  ha rd  a t tim es, b u t 
w ith  us i t  has been a la bo r o f love, and 
we fee l, as we lo ok  over th is  sp lendid 
g a the ring , th a t we are am p ly  rew arded. 
I t  is, indeed, a th r i l l in g  and an in ­
s p ir in g  s ig h t. Speaking fo r  m yse lf, I  
see scattered th ro u g h  the  crow d some I  
have known fo r  a long tim e, and others 
I  have become acqua in ted w ith , I  m ig h t 
say, d u r in g  ju s t  the  few  days past, and 
ye t I  consider them  a l l m y fa s t fr ien ds . 
I  say to  you th a t I  have never been as­
sociated w ith  any body o f m en before 
in  m y li fe  who were so easy to  know , 
so easy to  love, and w hom  I  sha ll re ­
m em ber so long . I  take  pleasure in  in ­
tro d u c in g  George A . T read w e ll, who 
w i l l  act as toastm aster o f the evening.
G EORGE A . T R E A D W E L L  
Toastm aste r
The f irs t  tim e  in  m y lo ng  and 
va rie d  career th a t I  was selected o r 
elected to  be the toastm aste r a t a ban­
quet, I  was g re a tly  fla tte re d . I  
im ag ined  I  was selected because I  was 
one o f the  p ro m in e n t people present and 
because o f m y a b il i ty  as an o ra to r, and 
w hen I  to o k  charge, I  ta lk e d  and I  
ta lke d , m ak ing , as I  th o u g h t, a ve ry  
good im pression. I  con tinued  to ta lk  
and s t i l l  I  ta lke d , and w hen I  came to 
in tro d u ce  the f irs t  speaker o f the  eve­
n ing , in  the  fa s t passing tim e , becom ing 
so in te rested  in  w h a t I  was saying  th a t 
I  was ob liv iou s  to  e ve ry th in g  b u t m y 
ta lk ,  and n o t rem em bering  the  sub ject, 
I  tu rn e d  and asked w h a t the  sub ject 
was th a t he was go ing to  ta lk  about, 
and he rep lied , “ Jus t abou t a m inu te , 
i t  is ne a rly  tim e  to  go hom e.”
I  have learned enough by experience 
to know  th a t the toastm aster should 
keep h im s e lf in  th e  backg round— sort 
o f o b lite ra te  h im se lf— th a t he is re a lly  
an o rd in a ry  p a rt o f the  scenery and 
shou ld  act as scenery aga ins t the  b r i l ­
liance  o f o ra to rs , and is ju s t  the re  to  
in tro d u ce  the  speakers to  the  audience, 
who are to  shine by con trast, and so I  
sha ll endeavor to  fo llo w  th a t ru le  in  
h a n d lin g  th is  assem bly to n ig h t.
The f irs t  speaker o f the  evening is—
I  kno w  who the f irs t  speaker o f the 
even ing is w ith o u t lo o k in g  a t the  paper 
-— I  don ’t  have to  do th a t— b u t i t  is so
easy to  m ake m istakes th a t one wants 
to  m ake sure. There  was a fr ie n d  o f 
m ine ta k in g  a t r ip  the  o th e r day in  a 
P u llm a n  car, and in  the  m o rn in g  he 
w e n t to  the wash room  to wash up. I t  
was no t one o f those o ld  com fo rtab le  
P u llm a n  cars th a t  we used to  have 
where there were big, w ide stuffed seats 
fu l l  of springs where you could recline 
and smoke, bu t a new fangled P u llm an 
car w ith  a l i t t le  b it  o f hole in  the w a ll a t 
one end, m ak ing  you th in k  of some of the 
apartm en ts  you have in  the  b ig  c ities, 
w ith  a she lf on one side and ano the r 
she lf to  s it  on to  t ie  y o u r shoestrings. 
H e  was w ash ing  h is  face and scrubb ing  
v ig o ro us ly , and h is  face s lipped and he 
lo s t i t ,  and he w e n t g ro p in g  fo r  h is 
face aga in  and fou nd  one, and s ta rted  
w ash ing again, b u t a fte r  he had scrub­
bed v ig o ro u s ly  fo r  a m in u te  o r tw o, he 
fo u n d  i t  was no t h is  face, because he 
knew  h is  face was n o t ta lk in g . So i t  
is  easy to  m ake m istakes, and I  am 
go ing  to  consu lt the  l i t t le  m em orandum  
I  have here before I  fin is h  o r say any­
th in g  on any sub ject a t any tim e  to­
n ig h t.
I  am now  go ing  to  re a lly  in troduce  
the  f ir s t  speaker, a gentlem an kno w n  
to  a l l o f us in  Lou is iana , one who 
stands h igh  in  the  e s tim a tion  o f his 
fe llo w  citizens, as evidenced by  the 
fa c t th a t they  have tw ice  selected h im  
to  represent them  and the State in  one 
o f the  m ost im p o rta n t pos itions in  ou r 
com m onw ealth . B u t, g re a te r than  
th a t, he is one w ho has endeared h im ­
se lf to  a l l o f o u r c itizens by h is hum an 
cha racte ris tics . I t  is a l i t t le  b it  
anom alous, and I  presum e i t  has been 
said so m any tim es th a t i t  is tr ite ,  b u t 
I  w i l l  say to n ig h t th a t I  have the  good 
fo r tu n e  th a t ve ry  ra re ly  comes one’s 
way, to present one S aint to  a m u lt i­
tude  o f sinners. I  have g rea t pleasure 
in  in tro d u c in g  to  you the  H onorab le  
P ercy Saint, A tto rn e y  General o f the 
State o f Lou is iana .
P E R C Y  S A IN T  
A tto rn e y  General, o f L o u is ia n a
A fte r  the  ve ry  f la tte r in g  in tro d u c ­
t io n  fro m  the  toastm aster, I  hope 
you w i l l  p e rm it me to in du lge  the 
hope th a t the  same generos ity  th a t 
p rom pted you to  ask me here to n ig h t 
w i l l  be shown to me a fte r  the  speech 
is over. You know , ou t o f hab its  o f 
m ind , as w e ll as o u t o f necessity in  
m y profession, I  have learned to  look  
on bo th  sides o f every question, and in  
the  la s t th ree  days the  experiences I  
have had on the  B oard  o f Pardons has 
ta u g h t me to  give solem n w a rn in g , i f
you expect to  resent a n y th in g  o r get 
back a t you r fe llow  man. I  am going 
to  p u t B ro th e r T read w e ll on h is  guard  
to n ig h t, and c a ll you a l l as witnesses 
th a t I  am n o t go ing  to  m ake any 
th rea ts , b u t I  am go ing  to  te ll a s to ry  
th a t I  kno w  is good, because I  heard 
i t  a t church.
I  heard  a ve ry  d is ting u ish ed  d iv ine  
in  th is  c ity  say once, in  try in g  to  i l ­
lu s tra te  a p o in t, th a t he was in  Texas 
once and they had a g rea t re v iv a l in  a 
tow n , and th a t  everybody had been 
t r y in g  to  get one s tro n g  m inded, 
v igorous, u n ru ly  in d iv id u a l o f th a t 
c o m m u n ity  in to  the  chu rch. I t  seems 
th a t  one o f h is greatest fa u lts  was 
f ig h tin g . He w o u ld  f ig h t. He w o u ld  
f ig h t on any occasion. F in a lly  he was 
converted and they  had a ce lebra tion . 
B ro th e r So-and-So had been converted 
— had seen the  e rro r o f h is ways and 
had gone in to  the  church. They were 
h a v in g  a m eeting , and the  preacher, in  
o ld  fash ioned , good, re lig iou s , back­
woods fash ion , had an experience m eet­
ing . E verybody had to ld  th e ir  ex­
periences, and f in a lly  th is  te rr ib le  
f ig h te r came up and said, “ I  w a n t to  
say som eth ing. I  w a n t everybody in  
th is  room  to get up and shake hands 
w ith  me and p ra y  th a t I  never fa l l  fro m  
grace.”  Now , the re  happened to  be 
the re  one m an who had w h ipped h im  
ju s t  as o ften  as he had w h ipped the 
o th e r fe llo w . E ve rybody came up and 
shook hands c o rd ia lly  and con g ra tu ­
la ted  h im  and w ished h im  a happy, safe 
fu tu re . T h is  fe llo w  w ho had w h ipped 
h im  oftener than  anybody else, also 
came up to  shake hands, and the o ld  
fe llo w  to ld  h im , “ L e t me te l l  you the  
t ru th .  Y ou had b e tte r shake th a t hand 
ha rd  and p ra y  th at  I  don ’t  fa l l  fro m  
grace, because i f  ever I  f a l l  fro m  
grace, I  am go ing  to  beat the  stu ffings 
o u t o f you .”  I  w a n t to  te l l  m y fr ie n d  
T read w e ll th a t I  fee l to n ig h t th a t th is  
s to ry  applies to  h im  to n ig h t.
I  have been honored by be ing se­
lected, I  believe, as the  o n ly  speaker o f 
the evening, and I  was assigned no p a r­
t ic u la r  top ic . I  have the  im pression 
th a t in  th is  m ee ting  the re  are 28 states 
represented, w h ich  means th a t the  rep­
resentatives o f one pro fession fro m  28 
states have been able to  get toge ther, 
have personal contact, tou ch  elbows, 
and unde rs tand  one anothe r. I t  m a t­
te rs no t w h e th e r an o rg an iza tio n  is 
g o tten  up fo r  selfish purposes o r fo r  
the  advancem ent o f th a t p a r tic u la r  
g roup, any  organ ized e ffo r t fo r  the  
bene fit and advancem ent o f the  hum an 
fa m ily  is  bound to  m ake its  im pression
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and bound to  get resu lts  and bound to  
do some good in  the  na tio n . H ere  we 
have 28 states represented, and i f  
the re  is a n y th in g  good— i f  the re  is 
a n y th in g  o f h is to r ic  va lue  th a t  we today 
cherish  fro m  the la s t w a r, aside fro m  
the  hero ism  shown, i t  is th a t every 
State in  the  U n ion  was th ro w n  toge the r 
unde r circum stances w here every m an 
was p u t on an equa l fo o tin g  and was 
o f equal im portance , and the y  learned 
to  unders tand  each o th e r, and one o f 
the  g rea t and g lo rio us  resu lts  o f th a t 
te r r if ic  s trugg le  was th a t each one o f 
the  states o f the  U n ion  was b ro u g h t 
closer to  the  o thers by the  personal 
con tact o f the in d iv id u a ls  fro m  the  
several states. I f  the  te r r if ic  c a la m ity  
o f the  g rea t w a r can have its  h is to r ic  
advantages, how m uch m ore im p o rta n t 
i t  is, how  m uch m ore pleasant i t  m ust 
be, and you can eas ily  conceive how 
m uch g rea te r bene fit m ust re su lt, in  
tim e  o f peace, by you r contacts w ith  
one ano the r.
Now, I  am rem inded  o f a s to ry . They 
say 28 states are represented here to ­
n ig h t, and w h ile  we were ea ting  th is  
good d inn e r I  looked a round  to  see i f  
I  cou ld  d is tin g u is h  between you. I t  
rem inded  me o f a re a l occurrence th a t 
too k  place in  the  cou n try . There were 
tw in  s isters, who liv e d  in  th a t com ­
m u n ity — negro g ir ls . They looked so 
m uch a lik e  th a t n e ith e r the  w h ite  no r 
co lored fo lk s  cou ld  te ll them  apart. 
One o f them  became engaged to  m a rry  
a b ig  buck negro, who had made 
enough m oney to  buy a m a rria g e  l i ­
cense. The c le rk  issued a m arriage  
license in  the  w ro ng  name. The negro 
d id n ’t  know  any b e tte r and came r ig h t  
dow n to  the  house w ith  the  m a rriage  
license, b u t when the preacher go t to  
the m arriage  license, he fou nd  they 
had p u t the  name o f the  w ro n g  tw in  
in  the m arriage  license. He to ld  th is  
negro, “ You can’t  m a rry  th is  wom an. 
You have th e  w ro ng  name. The w h ite  
fo lk s  p u t the  w ro n g  name on he re .”  
The negro grabbed the  m arriage  l i ­
cense and flew down to  the c le rk ’s o f­
fice, and said, “ Boss, you have go t th is  
w rong . I  a in ’ t  gw ine to  m a rry  A n n ; I  
am gw ine to  m a rry  M a ry .”  “ W e ll, ”  
the c le rk  rep lied, “ they look so much 
a like  th a t I  couldn’t  te ll them  apart. 
I  can give you ano the r license, b u t i t  
is go in g  to  cost you $2.50, and then 
you can m a rry  M a ry .”  “ A l l  r ig h t ,  I  
am  go ing  to  m a rry  M ary. G ive me 
another license.”  The c le rk  turned 
h is  back to  f i l l  o u t th e  license, and in  
a m om ent the  negro excla im ed, “ H o ld  
on, boss. There a in ’t  $2.50 w o rth  o f 
d iffe rence in  those gals. G ive me m y 
m oney back.”
T h a t m ay be a p re tty  good sou the rn  
p la n ta tio n  s to ry  and m ay go down in  
the  south, b u t the  im press ion th a t  I
have to n ig h t is th a t  I  don ’t  see any 
diffe rence between the c itizens o f the 
d iffe re n t states. They a ll lo o k  a lik e  
to  me. T hey lo o k  to  me as s tand ing  
under one law , w ith  one tongue and 
one flag. I f  the re  is  any hope, any fu ­
tu re , fo r  us, i t  depends upon the in d i­
v id ua ls  w ith in  these states— i t  depends 
upon o rg an iza tio n  and organ ized e ffo r t 
fo r  the  purpose o f u p lif t .  I  w i l l  m ake 
i t  m ore em phatic  and say th a t the  o n ly  
danger to  any State o f th is  U n ion  or 
to  the U n ion its e lf,  i s no t fro m  w ith ­
o u t b u t fro m  w ith in , and i f  men o f any 
pro fession  can meet and w i l l  meet 
yea rly  and fra te rn ize , have personal 
contacts, discuss th e ir  prob lem s, and 
exchange th e ir  tho ugh ts  w ith  one 
ano the r, i t  b rings  them  closer toge the r 
and s trengthens th e ir  ties and helps 
to  b u ild  up the  pro fession m ore than  
you can measure.
You come here fo r  the  purpose o f 
advancing The A m erican  Society o f Cer­
tif ie d  P u b lic  A ccountan ts. C e rta in ly  
i t  is selfish, fo r  th e  purpose o f u p l i f t ­
in g  and advancing and benefiting th is  
o rg an iza tio n . B u t the  genera l, w o r ld ­
w ide  wave leng th , i f  I  m ay be p e rm itte d  
to  use the expression— the wave leng th 
advantage o f such an o rg an iza tio n  is 
th a t i t  is  more far-reaching and o f 
g rea te r bene fit and makes m ore fo r  
the u p lif t  and advantages of yourselves 
tha n  m ere ly  the  in d iv id u a l and selfish 
purposes fo r  w h ic h  you are gathered, 
by b r in g in g  the  states o f the U n ion  
closer and closer toge the r.
You m ay say th a t th is  is the  w rong  
tim e  to  be discussin g  those sorts o f 
th in gs , o r th a t t h e re is  no use to  m ake 
such references i n  a speech to  people 
who have go tten  tog e the r fo r  th e  p u r­
pose o f e n jo y in g  a good evening, bu t, 
m y frien ds , i t  is a lw ays w e ll under a l l 
cond itions  and a l l c ircum stances, a fte r  
a successful m ee ting  o f any o rgan iza­
tio n  of any character, to  h a rk  back and 
give one l i t t le  th o u g h t to  the  fu n d a ­
m en ta l ideas and p rinc ip le s  upon w h ich  
the  U n ion  rests, and th e  ideas upon 
w h ich  the  p e rp e tu ity  and fu tu re  o f the 
U n ion  depends. You m ay be th o u g h t­
less and i t  m ay no t occur to  you, b u t 
o rgan iza tions o f th is  cha racte r— and 
the re  are hundreds in  A m erica— are 
h e lp in g  us to understand one ano the r 
b e tte r. I t  is n o t o n ly  na tio n a l, b u t 
w hen you rea lize  and pe rfe c t th is  o r­
gan iza tion , w hen you g ive  i t  yo u r d i f ­
fe re n t ideas and y o u r though ts , i t  is 
la y in g  the  fo u n d a tio n  o f  a g rea t fu tu re  
fo r  yo u r g rea t c o u n try  and y o u r g rea t 
governm ent, and h a s its  bearing  on the 
des tiny  o f th is  g re a t na tion , because i t  
bears upon the u n ion  o f states upon 
w h ich  th is  governm ent depends, and 
th a t is the  u ltim a te  re s u lt o f th is  f ra ­
te rn iz a tio n  and g e ttin g  toge ther, and 
i t  w i l l  f in a lly  lead men fro m  a l l over
th is  c o u n try  to  clasp hands and unde r­
stand one ano the r.
B ro th e r T re a d w e ll in tro du ced  me to 
th is  audience as th e  o n ly  S a in t am ong 
a crow d o f s inners. W e ll, I  never fe lt  
so lonesome in  m y life . T h a t is about 
the m ost lonesome s ta tem ent I  have 
heard in  a long , long tim e . I  rem em ­
ber once w hen I  used to  liv e  in  the  
co u n try— I  came fro m  in  the  cou n try . 
B y the way, before I  te l l  th is  s to ry—  
th is  place is f u l l  o f c o u n try  people, be­
cause I  read th a t on the  p rog ram  Gov­
e rno r Sanders was one o f y o u r speak­
ers— I  am go ing  to  se ll m y home tow n  
to  you. G overnor Sanders was the 
papa o f the  C e rtified  P u b lic  A ccoun t­
ants. Now, G overnor Sanders came 
fro m  m y hom e tow n . W e used to  be 
la w  pa rtn e rs  dow n in  F ra n k lin ,  St. 
M a ry  P arish , Lo u is iana . L a te r  on m y 
fr ie n d  A rch ie  S m ith  go t to be p res i­
dent o f G overnor Sanders’ o rgan iza­
tio n , the  C. P. A ’s. W e ll, he came 
fro m  F ra n k lin ,  too . H e  was bo rn  and 
ra ised o u t there . I  believe he w i l l  bear 
me o u t w hen I  say th a t fo r  the  las t 
fo u r  years I  have been a s o rt o f a—  
w h a t k in d  o f nurse d id  you c a ll i t — fo r  
th is  o rg a n iz a tio n ?
W e ll, we were bo rn  o u t there , a l l 
th ree  o f us, in  F ra n k lin ,  so you owe a 
w hole lo t  to  th a t tow n , you C e rtified  
P ub lic  A ccountan ts. You rem em ber 
the  Tw o B la ck  Crows on the  phono­
graph. You have heard  those tw o  ne­
groes ta lk in g  abou t w h y  they  moved, 
and I  hope you w on ’t  ask me w h y  I  had 
to  leave th a t tow n . I  am no t go ing to  
te ll you w h y  I  le ft .
H ere is the  s to ry  I  w anted to  te ll 
you, w h ich  is a tru e  one. I  come fro m  
a com m u n ity  th a t is la rg e ly  C a tho lic . 
A t  least 80 per cent o f the po pu la tion  
are C a tho lic . T he re  was a b u ild in g  ou t 
the re  th a t the  C atholics a fte rw a rd s  ac­
qu ired  and tu rn e d  in to  a convent— a 
C a tho lic  convent. W e ll, th a t  was the 
b u ild in g  where I  was born . I  hap­
pened to  be one o f tw in s . M y tw in  
b ro th e r and I  were bo rn  in  th a t b u ild ­
ing. I  was one o f the  few  P ro testan ts  
in v ite d  to the  banquet w h ich  was he ld 
in  hono r o f the  open ing o f the  convent, 
and I  fe lt  ve ry  h ig h ly  honored, and as 
I  walked in  there an old lady fr ien d  of 
m ine to o k  me by the  shou lder and said, 
“ Percy, do you rem em ber th is  b u ild ­
in g ? ”  “ N o .”  “ W e ll, you w ere bo rn  
in  here .”  O f course, th a t excused me 
fo r  n o t rem em bering  the  b u ild in g . I  
fo rg o t to  say th a t I  had been in v ite d  
ou t the re  by ou r d is tr ic t  judge . W e ll, 
I  w a lked  in  and som ebody was m ak­
in g  a speech. Speech-making had been 
go ing on a ll day, b u t i t  had never oc­
cu rre d  to  me th a t they  w o u ld  c a ll on 
me fo r  a speech. B u t m y suspicions 
were aroused w hen 24 priests lin e d  up 
a ll a round  me, and w hen a p r ie s t sat
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next to me I got more suspicious and 
could not imagine w hat was going to 
happen. Finally, when they got half 
way through the banquet, he got up 
and said, “While we did not intend to 
have any speech-making here tonight, 
there is a citizen here whom I am satis­
fied you will all be glad to hear from, 
especially the strangers. We want you 
to hear him .” Well, by tha t time I 
was more than suspicious; I was un­
easy, because they had heard from all 
the Catholics in the community and 
there were only three Protestants at 
the table, and two had made speeches 
on the outside during the day, and I 
felt sure my time would come next 
and I didn’t know what to say. I felt 
just about as I did when I got up to­
night here— didn’t have a speech in 
my system and didn’t know what to 
say to those people, because it had not 
occurred to me that I would have to 
speak. Finally, they called on me, and 
just as I got up I remembered what 
this lady had told me when I was 
walking in, and I made a start and 
said th a t I had listened with a great 
deal of interest to the speeches made in 
the afternoon about the history of this 
convent, but they had left out one of 
the most im portant features, or, a t 
least, one of the oldest features, and 
tha t was tha t I was born in tha t build­
ing. They began to look at me as if to 
say, “You must think you are a man 
of very great importance in this com­
munity to think that that is an item 
worthwhile to include in the historical 
account of this building.” I went on, 
“In fact, two of us were born in here 
at the same time. I happened to be 
twins. The twin Saint brothers were 
born in this building, and when the 
Catholic Church found out there were 
two Saints born in this house, they 
bought it and grabbed it and have had 
it ever since.”
That was a wonderfully successful 
story that day and I want to thank 
Brother Treadwell for giving me the 
opportunity of telling it again.
My friends, in conclusion, by force of 
habit, out of my training, I hope you 
will excuse me if I talk  shop for a few 
minutes. I am a member of the Ameri­
can Bar Association. I attend its meet­
ings regularly, and one of the greatest 
enterprises tha t they have— one of the 
greatest efforts tha t they are making 
for the uplift and advancement of so­
ciety, is in interesting the community 
in the sensational reports tha t the 
newspapers give us about the crime 
wave. Of course there is a great deal 
of tru th  in it, and the facts and the his­
tory which they present generally are 
practically correct. As I said just now, 
in referring to your own organization 
as having possibly met here for the
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purpose o f the selfish advancem ent o f 
yo u r p a r tic u la r  o rg an iza tio n , you, w ith ­
o u t kn o w in g  it ,  are p e rfo rm in g  a w o rk  
o f g re a t bene fit beyond y o u r ranks , be­
cause i t  spreads ge ne ra lly  w hen you get 
back home and ta lk  about the m eeting 
you he ld  and the  fr ie n d s  you m et, th a t 
you have en joyed th e  p r iv ile ge s  o f the  
c ity  and State th a t you honored w ith  
yo u r presence— a ll th a t is  h e lp fu l.
T h is  is the  f ir s t  t im e  you have ever 
come to  the C ity  o f New Orleans. We, 
o f th is  c ity , are ve ry  proud to  have you 
and o the r o rgan iza tions m eet in  New 
Orleans.
Now, I  do no t w a n t you to  th in k  th a t 
I  am ta k in g  advantage o f you and th a t 
besides im pos ing  o u r h o s p ita lity  upon 
you w h ich  you have been e n jo y in g  here, 
I  am go ing  to  take  advantage o f you 
and t r y  to  le c tu re  you. I  am no t. I  
am  n o t try in g  to  lec tu re , b u t as I  say, 
o u t o f fo rce  o f h a b it, o u t o f t ra in in g , 
especia lly d u r in g  the  la s t few  days, I  
cannot re s is t the  te m p ta tio n  o f ca rry ­
in g  ou t the  usua l f in a l in ju n c t io n  o f the  
A m erican  B a r Association, to  m ake an 
appeal to the in d iv id u a l c itizens in  the 
in te re s t o f those th in g s  th a t the  la w ye r 
is t ry in g  to do.
The A m erican  B a r A ssocia tion  is ju s t  
exactly  the k in d  o f an o rg an iza tio n  The 
A m erican  Society o f C e rtified  P u b lic  
A ccountan ts  is. I t  is an o rg an iza tio n  
where the  members get tog e the r p r i­
m a r i ly  fo r  the  purpose of advancing 
th e ir  selfish in te rests , bu t, l ik e  th is  
o rg an iza tio n , th a t  o rg an iza tio n , too, 
has fe lt  th a t the re  is a g re a te r responsi­
b i l i t y  re s tin g  upon it ,  and th a t respon­
s ib i l i ty  is to m ake an appeal a t every 
o p p o rtu n ity  the  m em bers get, to  a l l 
classes o f people, and rem ind  them  th a t 
w h ile  they are en jo y in g  the  g rea t bless­
ings w h ich  are th e irs  un de r th is  flag 
o f ours, th a t they  have a correspond ing 
re sp o n s ib ility , and th a t a personal and 
in d iv id u a l du ty  fo llow s i t ,  because 
a fte r  a ll, the  ve ry  fou nda tion s  o f th is  
g rea t U n ion  th a t we love to  b ra g  about, 
depend upon the  in d iv id u a ls  w ho com­
pose i t .  Ours was the  f irs t  experim ent 
o f  its  k in d . I t  was the  f irs t  tim e  in  the  
h is to ry  o f the w o r ld  w here a num ber 
o f people grouped themselves toge ther 
and decided they  w o u ld  t r y  an expe ri­
m ent o f go ve rn ing  them selves, and the 
o n ly  w ay i t  was made a success was by 
each in d iv id u a l re a liz in g  th a t he had 
to  do h is  p a rt— th a t the  d u ty  rested 
upon them , and, th a t in  the  la s t an a ly ­
sis the success of the  governm ent, of 
the  na tion , o f the  state, reso lved its e lf  
down to  the  in d iv id u a l c itizen , because, 
a fte r  a ll, th e  in d iv id u a l c itize n  is the 
source o f a l l p o lit ic a l pow er and a ll 
the  p o lit ic a l benefits and  resu lts  th a t 
fo llo w .
Y ou can take th e  res t o f the  na tions 
o f the  w o r ld  and can see th a t  they  have
copied e ve ry th in g  th a t  A m erica  has 
stood fo r , and they have been successful 
w here  they have fo llo w e d  A m erican  
ideas and p rin c ip le s , b u t where they 
have fa ile d  to  see the  in d iv id u a l was 
the  source o f a l l p o lit ic a l power, every 
one o f them  has gone to  the  bad. T h a t 
is the  tro u b le  w ith  those who are no t 
successful. I  do n o t m ean to  in d u lg e  
in  ca rp ing  c r it ic is m , b u t I  say, m y 
fr ien ds , i t  has been m y experience, as 
a la w ye r and in  the p o s itio n  I  now ho ld , 
th a t the  greatest p o te n tia l governm ents 
are those where the  c itizens are ta u g h t 
ju r y  du ty , w here  they  pay th e ir  p o ll 
taxes and vote, and i t  shou ld  be p a rt 
o f the  du ty  o f a l l  o rgan iza tions  to  in ­
s t i l l  those p rinc ip les  in  th e ir  members. 
T h a t shou ld  be one o f the  reasons fo r  
w h ich  you m eet toge ther, as w e ll as the  
m ore selfish purpose o f advanc ing you r 
ow n in te rests. You, as m em bers o f 
th is  society, jo in in g  hands w ith  m em ­
bers o f o th e r o rgan iza tions, are the  on ly  
hope o f A m erica.
M R . T R E A D W E L L
New Orleans has been s ig n a lly  
blessed th is  week. N o t o n ly  have 
we had the  C e rtified  P u b lic  A ccount­
an ts ’ C onvention, b u t the  P resbyte­
r ia n  M in is te rs  are in  session today, 
and Ben T u rp in , as he is called, has 
been in  o u r m id s t a l l the  week. B u t 
besides these, the re  has a rr iv e d  in  the  
c ity  today, m ost unexpected ly, a gen tle ­
m an know n to m ost o f us lo ca lly , and 
who is, we lik e  to th in k , known to fame 
n a tio n a lly . O f course, when we learned 
o f h is a rr iv a l,  the re  was n o th in g  to  do 
bu t in v ite  h im  to  grace the  occasion 
w ith  h is presence and in tro du ce  h im  to 
you. T here fore , I  ta k e  g re a t p leasure 
in  in tro d u c in g  to  you the  H onorab le  
Telesfere Boudreaux, M ayor o f the 
th r iv in g  com m u n ity  o f Bayou Pom pon.
M R . B O U D R E A U X
M r. C ha irm an, Guests, Ladies and 
G entlem en, A ccountan ts : D u r i n g  
m y sh o rt stay in  y o u r c ity  I  also 
had the pleasure o f address 100 
P resbyte rian  M in is te rs ’ C onvention . I  
had a tough  tim e, too, because I  never 
spoke before m in is te rs  before in  m y 
life . W hen M r. T read w e ll he in v ite  me 
to n ig h t, he te ll me th a t i t  was a m eet­
in g  o f the Convention of the P. C. A. 
w h ich , n a tu ra lly , I  kno w  som eth ing 
about th a t sub ject o f p re ve n tin g  the  
c ru e lty  to an im als, because me, w ith  
m y business; a t Bayou Pom pon and on 
the p la n ta tio n  I  go t several cows and a 
w h ite  m ule, etc., so I  have to  know  
som eth ing about an im a l life .
W hen I  fou nd  o u t i t  was C. P. A . o r 
som eth ing lik e  th a t, I  was ab so lu te ly  
unprepared. B u t look ing  around I  see 
a g rea t m any fa m il ia r  faces, and am ong 
them  is one gentlem an, H e n ry  J. M ille r ,
who goes C. P. A ., I  th in k , on record. 
He lives o u t here ju s t  a few  po in ts  fro m  
me. I  am  n o t a p re te n tio us  type, b u t 
I  am a m an o f some im portance in  
Bayou Pom pon. I  am P res iden t o f the 
B oudreaux N a tio n a l T ru s t &  Savings 
B ank and Securities Company, In ­
corpora ted. I  am P ostm aster. I  am 
C ha irm an  o f  a l l the School Boards. I  
am agent fo r  fo u r automobiles, from  the 
C ad illac  to  the  M ack T ru c k . I  am a 
m em ber o f the  L e g is la tu re  lik e  you 
A tto rn e y  G eneral here. I  am P res ident 
o f the  B enevo lent and P ro te c tive  O rder 
o f V o lu n te e r F irem en . The o the r day
I  had to  res ign  Justice  o f the 'P eace  to  
take som eth ing else— I  do n ’t  know  
w h a t the  name o f th a t jo b  is— M r. 
T readw e ll, maybe you can te ll me w h a t 
the  nam e o f th a t jo b  is— i t  sounds lik e  
fem ale horse? —  Oh, yes— M ayor, I  
fo rg o t also to  m en tion  th a t I  own a gen­
e ra l m erchandise store and some rea l 
estate.
I  dare say we don ’t  begin to  cash as 
m any  checks as m y fr ie n d  Tom  Evans 
fro m  over in  D e tro it. Be lieve me, he 
is go ing to  cash some checks. A no the r 
th in g , m y frien ds , I  see here th is  m an 
who looks lik e  a detective, P au l P in k e r­
ton . I t  is a ve ry  nice th in g , w hen y ou 
th in k  o f i t ,  th a t a m an can rid e  fro m  
cowboy to  P res iden t o f an Association 
lik e  th is . He is lik e  Napoleon— he is 
no t satisfied. He was K in g  the  o the r 
n ig h t fo r  one n ig h t. He th o u g h t he 
was boss, the  ex-P resident, bu t he 
found  ou t who was go ing  to ru le , be­
cause the  Queen th a t  n ig h t is  s t i l l  
Queen, and i f  he r husband has a n y th in g  
to  do w ith  the  new o rgan iza tion , she is 
go ing to ru n  th ings . Y ou kno w  how  i t  
is. I  was lo o k in g  a round  the  o the r day 
fo r  th a t O rder o f Twelve. They say 
m a jo r ity  ru les, and i t  looks th a t way, 
because I  have seen the  O rder o f T h ir ­
teen, and, believe me, the y  ru le .
W e ll, m y fr ie n d s , down ou r w ay we 
a ll go t re sp o n s ib ility . As I  said before, 
be ing  m em ber o f the Le g is la tu re  and 
being Mayor, w h ich  also makes me 
C h ie f o f Police, w hen I  re tu rn  fro m  th is  
session o f the  Le g is la tu re , a l l the  w hole 
tow n , a huge p o p u la tio n  o f 165 people, 
bo th  w h ite  and b lack, came to meet me 
a t the  tra in ,  and they accused me of 
be ing responsib le fo r  a l l dose b ills  they 
pass in  the  Le g is la tu re . W e ll, the  on ly  
th in g  fo r  me to do is to  s ta r t w h a t they 
ca ll an a rb itra t io n  com m ittee , and I  ex­
pect to  have the  coopera tion  o f H om er 
Dunn. He is a m an who knows his 
business, because he a rb itra te  a l l the 
tim e. W hen the tim e  come, I  am go ing 
to  ca ll on you, M r. D unn.
A t Bayou Pom pon w hen they have 
dom estic troub le , o f course, the y  n a tu r ­
a lly  ca ll on the  M ayor and C h ie f o f  Po­
lice , and w hen they have financ ia l 
(C o n tin u e d  on pa ge  115)
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The Monthly Audit
T HE monthly audit is a continu­ous audit and should be con­trasted with the balance sheet 
audit and closing audit. Contemplat­
ing tha t the examination of the work 
of the last month will be supplemented 
by audits to follow covering the work 
of subsequent months, there is no ne­
cessity of making a complete check on 
all the assets and liabilities as at the 
end of each and every month, unless a 
certified balance sheet is intended to 
be issued when the rules governing a 
balance sheet audit must be observed. 
Furtherm ore, the ordinary monthly 
audit should be distinguished from the 
final m onth’s audit preliminary to clos­
ing the books for the client’s fiscal 
year. In the final m onth’s audit not 
only should the assets and liabilities be 
verified, but also a complete check 
made of the income and expenses for 
the entire year to make certain that 
all of the income has been accounted 
for and all of the expenses have been 
properly incurred.
As in all forms of audit, the work on 
the job is practically entrusted to the 
accountant in charge. It is presumed 
that he has been developed or trained 
to carry out the methods and proce­
dure of the accounting firm in perform­
ing its customary monthly audits. He 
should be equipped with a proper 
knowledge of the work to be done by 
being furnished with an audit program 
and with working papers and reports 
on the previous m onth’s audit as well 
as for the corresponding month of the 
previous year.
The work on the job itself should be 
checked up by the supervising senior 
making unexpected visits to the men in 
the field.
The accountant in charge is required 
to complete the work left undone from 
the previous month’s audit as noted in 
the last working papers and he makes 
any correcting entries or adjustments 
shown therein. W ith the assistance of 
the audit program, the accountant in 
charge lays out his work, assigns tasks 
to the assistants and keeps control of 
the job until it is completed. The as­
sistants report to him the completion 
of each operation which he notes on 
his working papers and they also re­
port to him any errors of omission or 
commission they find. Some detail 
work may at times have to be per­
formed either before or after the ac­
countant in charge is on the job, but he 
should keep in touch with the assist­
ants by personal visit, phone or other­
wise. The accountant in charge should
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hand in together with the report to be 
rendered to the client, a job time card, 
working papers showing the work done 
by each accountant, a memo of the 
work left undone for any reason with 
a record of any errors discovered and 
adjustments, and any remarks or sug­
gestions that he cares to make with re­
spect to the procedure or system at the 
client’s office, etc. The working papers 
should also contain a running schedule 
of such pertinent data as investments, 
loans, notes, changes in fixed assets, 
and executive personal and capital ac­
counts, etc.
The monthly audit lends itself more 
than any other audit to the execution 
of a detailed audit. By doing the 
work currently and monthly, a com­
plete detailed audit may be possible, or 
where it is not practicable, at least a 
more thorough test of the various 
operations can be carried out.
In discussing the detailed monthly 
audit at the staff meetings of my firm, 
it requires two afternoons of three 
hours each to cover the ordinary books 
of original entry as well as the various 
ledgers and tha t by no means com­
pletely exhausts the topic, for in fact, 
every text book on auditing can be used 
to advantage in this discussion.
To me it seems like bringing coal to 
Newcastle to tell a body of C. P. A’s 
how to conduct a monthly audit. But 
my instructions are to go into detail, 
and so I trust you will pardon me if I 
appear to be dogmatic or relate opera­
tions to be conducted that are self-evi­
dent.
So what I intend doing is to take up 
each book of original entry as well as 
each other item in the ordinary monthly 
audit and discuss its salient features so 
far as possible within the brief time al­
lotted to me.
Sales Book
The first book usually tackled in the 
monthly audit is the sales book. The 
customary procedure is to verify the 
footings and in many instances to check 
the extensions. Where the extensions 
are not checked, and there are more 
than one sales invoice on a page, the 
footing of the indent column of each in­
voice rather than of the total column 
would prove the correctness of the in­
dividual totals as well as of the ag­
gregate amount of the sales. Where a 
sales analysis book is used, it may be 
advisable to check the analysis from 
the duplicate sales invoices. Usually 
sales invoices are prepared from charge 
slips and it is possible to omit items in 
billing therefrom either in listing or in 
combining for price computation pur­
poses. Hence for an exact check it 
would be advisable to go back to the 
original charge slips or shipping 
tickets and vouch them with the sales 
book record. If these charge slips have 
been calculated and are kept in the 
same rotation as the sales invoices, the 
verification of the extensions and foot­
ings thereof would automatically prove 
the correctness of the sales bills, other­
wise the only exact vouching would be 
the comparison of each item on each 
slip with the corresponding item on the 
sales invoice. To insure the inclusion 
in the sales book binder of all the sales 
bills, it is imperative to watch the 
sequence of the pages. Void charges 
should be inspected to see the reason 
therefor and should be approved by an 
executive wherever possible. Some­
times footings of sales book invoices 
are inserted only at the end of each 
day’s items or a t intervals through the 
month. Where the sales are numerous, 
it would be advisable to check such sub­
totals, so that should the auditors’ fig­
ures not be in agreement with the book 
figures, it would not be necessary to go 
all the way back to the beginning of 
the month in order to verify the error.
Often times the monthly totals of the 
books of original entry th a t are posted 
directly to the general ledger are in­
serted in pencil. In such instances, 
when the footing is verified, it should 
be inserted in ink and the inked figure 
is the one to be checked with the gen­
eral ledger posting to obviate subse­
quent changes in the pencil figures by 
the bookkeeper. On all job or bulk 
sales on which an abnormal trade dis­
count is allowed, such as 25 per cent or 
33 1-3 per cent, only the net amount 
should be considered in the footing of 
the sales book which net amount 
should be the amount posted to the 
customer’s account in the sales ledger. 
Any extraordinary sales, such as sales 
of raw m aterials in a m anufacturing 
concern and sales of furniture, fixtures 
or equipment should be noted to see 
that proper segregation is made in the 
sales book total so that the proper gen­
eral ledger accounts are credited for 
such sales.
Memo charges entered in the sales
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books b u t excluded fro m  the to ta ls  
shou ld  be traced to  a memo book o r 
to  a reco rd  show ing th e ir  p rope r d is­
pos ition . A l l  e rro rs  m us t be b ro u g h t 
to  the  a tte n tio n  o f the  accoun tan t in  
charge who is to  inc lude  the  same in  
h is  w o rk in g  papers and see th a t the  
p rope r co rrections are made.
Sales R e tu rn s
The a u d it procedure w ith  respect to 
sales re tu rn s  is s im ila r  to  th a t  o f sales. 
W hereve r possible, each c re d it should 
be vouched w ith  a rece iv in g  s lip  show­
in g  the  rece ip t o f the  m erchandise fro m  
the  custom er and th e  approva l by  an 
executive. W here the  procedure does 
no t p rov ide  fo r  the  vou ch ing  o f sales 
re tu rn s  o r the  ve rific a tio n  o f th e ir  ex­
tensions, a test check shou ld  be em­
ployed by  vouch ing  some o f the  la rg e r 
cred its  fo r  the  m on th  as w e ll as v e r i­
fy in g  the  ca lcu la tions. Sometimes sales 
allowances are p u t th ro u g h  the  sales 
re tu rn  record. These shou ld  be ap­
proved by an executive. Care should 
be exercised to  obvia te  the  p u ttin g  
th ro u g h  o f sales allow ances by  the  
bookkeeper o r cashier to  offset de fa lca­
tion s  in  connection w ith  the  re ce ip t o f 
custom er’s cash.
Purchase B ook
O rd in a r ily  the  purchase book is 
a n a ly tic a l. I t  is u su a lly  su ffic ien t to  
fo o t the  to ta l co lum n and prove the  
g ra nd  to ta l by  cross-foo ting  w ith  the  
o th e r colum ns. Special colum ns in  the  
purchase book, such as fu rn itu re  and 
fix tu re s  and a sun d ry  co lum n in  w h ich  
the  in d iv id u a l item s are posted to  the 
genera l ledger shou ld  be separa te ly  
foo ted. W here  the  co lum n headings 
are inse rted  in  in k , the y  shou ld  be com ­
pared fro m  page to  page to  m ake cer­
ta in  th a t the  headings o f some a n a ly ti­
ca l colum ns have n o t been in te rchanged 
w ith o u t a s im ila r  in te rchange in  the 
sub -to ta ls  ca rried  over.
W here  purchase invoices are vouched, 
the  a u d ito r  shou ld  observe the  name o f 
the vendee to  m ake ce rta in  th a t i t  is an 
ite m  p ro p e rly  be long ing  to  the  c lie n t 
and shou ld  w a tch  the  date, and also the  
approva l s igna tu res as to  rece ip t o f 
m erchandise and as to p rice  and q u a lity . 
In  vouch ing  b ills , the  analys is  the re o f 
in  the  purchase book is o f  course 
checked. W here  purchase invoices are 
bo th  checked as to  extensions and 
vouched, a separate ru b b e r stam p fo r  
each opera tion  is used so th a t  where 
bo th  opera tions are no t pe rfo rm ed  o r 
com ple ted by the  same in d iv id u a l, 
the re  w i l l  be no question  as to  the  
operations completed on each invoice.
In  vouch ing  b ills  a l l unusua l no ta ­
tions on a b i l l  shou ld  be scru tin ized . 
F o r exam ple, i f  i t  is  m arked  dup lica te , 
i t  shou ld  be traced to  m ake ce rta in  th a t
the o r ig in a l was not also entered. A ny  
n o ta tions  thereon as to  change in  price 
shou ld  be observed toge the r w ith  the 
correspond ing change in  the  extension. 
N o ta tions  as to the  re tu rn  o f any m er­
chandise should be com pared w ith  the 
record  o f purchase re tu rn s  to  m ake cer­
ta in  th a t same was charged back to  the 
vendor. W here vouch ing  is no t em­
ployed as p a rt o f the  regu la r aud it 
procedure, i t  w ou ld  be w e ll to  m ake a 
test check by vouch ing  some o f the  
purchase b ills  entered. In  p a r tic u la r  
o ld  invoices entered in  the  m on th  under 
rev iew  should be tested to  asce rta in  the  
reasons fo r  th e ir  la te  en try . Some­
tim es m erchandise b ills  are entered 
on ly  in  the  purchase book and no 
record  is made o f the  expense b ills  un ­
t i l  they are pa id  fro m  the cash book. 
O bviously  the  vouch ing  o f b ills  is  no t 
com pleted u n t i l  the expense b ills  and 
any cash m erchandise b ills  entered on ly  
in  the  cash book are also vouched. In  
the  o rd in a ry  course o f business p u r­
chase b ills  received by the  office a fte r  
the  close of the books fo r  the  previous 
m on th  are entered in  the  subsequent 
m o n th ’s record. W here a balance sheet 
is sub m itte d  m o n th ly , i t  w o u ld  be nec­
essary to  accrue such unen te red p u r­
chase b ills , b u t even in  a m o n th ly  re ­
p o rt cons is ting  o f a c lassified t r ia l  b a l­
ance, i t  w o u ld  be advisable to  state as 
a footnote thereon the approxim ate 
am oun t o f invoices unen te red as a gu ide 
to  the  c lie n t and to  the  accoun ting  f irm  
as w e ll as to any o th e r in te res ted  p a rty  
who m ay see the sta tem ent. The w o rk ­
in g  papers should note the  purchase 
b ills  no t ava ilab le  fo r  vouch ing.
Purchase R e tu rns
Care should be exercised to  m ake cer­
ta in  th a t a l l purchase re tu rn  b i lls  have 
reached the office and have been en­
tered o r inc luded  in  the  c o n tro l. The 
num bered purchase re tu rn  b ills  are 
used, th e ir  sequence shou ld  be checked, 
o therw ise  i t  m ig h t be necessary to 
check each e n try  in  the  purchase re tu rn  
record  aga inst the  t r ip l ic a te  charge 
record  in  the  raw  m a te r ia l room  o r in  
the  departm ent th a t u su a lly  re tu rn s  re ­
jec ted  m ateria ls .
Shipm ents tot C ontractors
N o t a l l m a n u fa c tu r in g  concerns em­
p loy  m erchandise con trac to rs . W here 
they are used the same procedure w ith  
respect to sh ipm ents o f m a te ria ls  and 
th e ir  re tu rn  in  fin ished garm ents is fo l­
lowed as on sales and purchases. Ship­
m ents o f ra w  m a te ria ls  to con trac to rs  
shou ld  be segregated fro m  the re g u la r 
sales and posted to  a specia l genera l 
ledger account, ear m arked as such. 
H ere the  same ro u tin e  is fo llo w e d  as in  
the  checking o f sales by checking the  
extensions, w a tch in g  the  sequence o f
charge num bers, etc. Sometimes the 
con trac to rs  are charged w ith  insurance 
on the  m a te ria ls  shipped to them . The 
aggregate o f such insurance charge 
should be cred ited  to  an “ Insurance 
Charge to  C on trac to rs ’ A ccou n t,”  o r a 
s im ila r  account.
R e tu rn s  o f  R aw  M a te r ia l fro m  
C ontracto rs
W here these are entered in  the o rd i­
na ry  purchase book or in  a purchase 
from  contractors’ book, they should be 
segregated fro m  purchases o f fin ished 
garm ents fro m  con tractors.
Purchases F ro m  C ontracto rs
These invoices shou ld  be vouched 
ve ry  c a re fu lly  and the s igna tu res o f the 
rece iv ing  c le rk  and o f an executive as 
to  q u a n tity  and p rice  c a re fu lly  noted. 
On account o f the frequency o f e rro rs  
in  ca lcu la tion , i t  is custom ary to check 
the  extensions on th is  type o f b ills , and 
to v e r ify  the  am oun t entered in  the 
contractors purchase book.
R e tu rns  o f  F in ish e d  Goods to  Con­
tra c to rs
W here these charges are made in  the 
same book as shipments to contractors, 
the to ta l th e re o f shou ld  be segregated 
and credited to  the fin ished goods pu r­
chases account. Test checks should 
also be made to  see th a t  th e  garm ents 
are charged at the  prices b ille d  by the  
con tractors .
J o u rn a l
A l l  jo u rn a l entries should be vouched, 
o r where no vouchers are em ployed, 
each e n try  shou ld  be ve rified . J o u rn a l 
en tries  cha rg ing  o ff bad debts o r a llo w ­
ances should be approved by an exe­
cu tive . A l l  colum ns shou ld  be foo ted 
and the aggregate o f the  de b it and 
c re d it colum ns shou ld  agree.
P e tty  Cash
W here a la rge  fu n d  is ca rried , a 
m on th ly  cash account and reconc ilia tion  
shou ld  be made, o therw ise  the  coun t 
m ay be made and reconciled  less fre ­
qu en tly , as every th ree  o r s ix  m onths. 
P etty  cash vouchers should be checked 
to  the  p e tty  cash book and they shou ld  
be approved by some one in  a u th o rity . 
A l l  colum ns in  the  p e tty  cash book 
should be footed w ith  the exception o f 
the  to ta l colum n and th e ir  to ta ls  cross­
foo ted  w ith  the  to ta l co lum n.
Cash Receipts
A l l  columns should be footed w ith  
the  exception o f th e  ne t cash co lum n, 
the to ta l o f w h ich  should agree w ith  
the  c ross-foo ting  o f the  o th e r colum ns. 
F u r t h e r m o r e ,  the  deposit co lum n 
shou ld  be foo ted  and reconc iled  w ith  
the  ne t cash co lum n. D eduction  colum ns 
such as discounts should be s c ru tin ­
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ized and the la rg e r item s com pared w ith  
the  am ounts in  the  gross co lum n to  see 
i f  they  are in  accordance w ith  the  cus­
to m a ry  d iscoun t rates. La rge  am ounts 
en tered in  o th e r deduction  colum ns, 
such as a llow ances and f re ig h t  should 
be traced to  see i f  p roper. Upon recon­
c il in g  the  bank statem ents, the  cred its  
th e re in  shou ld  be checked w ith  the  de­
pos it co lum n to  no te  th a t the  deposits 
are  made p ro m p tly . In te re s t deducted 
on bank notes shou ld  be entered in  a 
specia l deduction  co lum n o r where en­
te red in  the  d iscoun t co lum n, they 
shou ld  be segregated fro m  its  to ta l a t 
the  end o f the  m on th  and charged to  
the  in te re s t account. The am oun t 
charged by the  bank fo r  in te re s t should 
be verified .
Once a year dup lica te  deposit s lips 
shou ld  be requested fro m  the  banks and 
the  item s on each s lip  checked w ith  the 
cash book reco rd  o f rece ip ts  inc luded  
in  each deposit. T h is  w i l l  be h e lp fu l in  
d iscove ring  m ethods o f de fa lca tion  
w hereby the  cashier o r bookkeeper re ­
ta in s  the  m oney received fro m  cash 
sales and o the r sources, and uses cus­
tom ers ’ checks to  cover en te rin g  the 
am ount defaulted by e ithe r the in fla tio n  
o f d iscoun t o r by k it in g  the  custom ers’ 
c re d it u n t i l  a fu tu re  cash rece ip t en­
ables its  coverage. T h is  m ay be carried  
on fo r  m onths before detection .
Cash D isbursem ents
A ll  colum ns shou ld  be foo ted  w ith  
the  exception o f the  ne t cash co lum n 
w h ich  should be proved by c ross-foo ting  
w ith  the  o th e r to ta ls . A l l  la rge  and 
unusua l d isbursem ents charged to  ex­
pense accounts shou ld  be vouched. The 
balance o f cash ca rried  over a t the end 
o f the  m on th  shou ld  be com pared w ith  
the  cash account in  the  genera l ledger. 
The am oun t o f cash in  each bank should 
be com pared w ith  the  balance in  each 
check book. Each bank account should 
be reconciled  w ith  th e  cash books and 
n o t w ith  the  check books, by com paring  
the  name o f the  payee, date and am oun t 
and n o tin g  the  account charged in  the  
cash book. Checks n o t endorsed by the  
payee should be returned to  the bank 
fo r  p roper endorsem ent. W here  co l­
um ns in  the  cash book are analyzed, 
such as general expense, sundries or 
genera l ledger, the analysis shou ld  be 
checked.
W here  the ra te  o f d iscoun t deducted 
is entered in  the  cash book, the  d is ­
count am ounts should be tested, o r i f  
dup lica tes o f the  rem ittan ce  s lips to  
c re d ito rs  are ava ilab le , the  d iscounts 
thereon can re a d ily  be ve rified .
P ay  Rolls
W here pay-ro ll cards are vouched, 
the y  shou ld  be approved by an execu­
tive , especia lly as to  paym en t fo r  s ick ­
ness o r tim e  off, o therw ise the  p a y -ro ll 
book should be approved by some one 
in  a u th o rity  as a check on padded pay 
ro lls . Increases in  in d iv id u a l ra tes 
shou ld  be approved and the  to ta l 
am ount o f each pay ro l l as per the pay­
r o l l  reco rd  shou ld  be com pared w ith  the 
cash d ra w n  th e re fo r. In  la rge  o rg a n i­
za tions i t  m ig h t be w e ll fo r  the  account­
a n t to  pay off the  he lp  once o r tw ice  a 
year. A lso  in  la rge  o rgan iza tions un ­
cla im ed pay envelopes shou ld  be de­
posited a fte r  one week. The lack  o f such 
uncla im ed pay-ro ll item s fo r any leng th 
o f tim e  w o u ld  be suspicious.
Accounts Receivable Ledger
In  ra re  instances, a ll the  postings to 
the  accounts rece ivab le  ledger are 
checked w ith  the book o f o r ig in a l en­
try .  More often the postings to  the cred it 
side of the ledger are checked. In  each 
instance the ledger is used as the  m ed­
iu m  of checking back to  the  book o f 
o r ig in a l e n try  and w hen the ledger is 
com p le te ly  checked, the  item s in  the  
book o f o r ig in a l e n try  m ust be gone 
th ro u g h  to  m ake ce rta in  th a t a l l are 
checked. In  checking postings, the 
name o f the  account is com pared w ith  
the name in  the book of o r ig in a l en try. 
W here several ledger accounts o f the  
same name are ca rried , the  address 
shou ld  also be checked to  m ake ce rta in  
th a t the  pos ting  is made to  the  correct 
account.
The to ta l o f the  bookkeeper’s t r ia l  
balance shou ld  be com pared w ith  the 
am oun t in| the  genera l ledger and any 
diffe rence noted. W hen no t r ia l  balance 
has been take n  off, a memo the re o f 
should be made in  the  w o rk in g  papers 
tog e the r w ith  rem arks  as to  the  la s t 
date w hen a t r ia l  balance was taken, 
and i f  a t th a t tim e  i t  was no t in  agree­
m ent w ith  the  con tro l, the  am oun t o f 
the  d iffe rence the reo f. A n  analysis o f 
the  sales ledger shou ld  be made sem i­
a n n u a lly  and where possible, q u a rte r ly , 
w h ich  serves th e  doub le fu n c tio n  of 
checking the  bookkeeper’s t r ia l  balance 
and also o f ag ing  the  custom er’s ac­
counts. The open item s in  each cus­
to m e r’s account shou ld  be to ta led  and 
com pared w ith  the  balance in  the  ac­
count. T h is  w i l l  ca ll a tte n tio n  to  any 
d ifferences unad justed. A  schedule 
should be prepared fo r  the  c lie n t o f the 
past due item s as w e ll as o f th e  d i f ­
ferences. W hen the  bookkeeper’s t r ia l  
balance is  com p le te ly  checked, the  fo o t­
in g  th e re o f shou ld  be ve rified  and com­
pared w ith  the  genera l ledger c o n tro l­
l in g  account.
Accounts P ayable L edger
O rd in a r ily  i t  is  n o t necessary to  check 
postings to  the accounts payable ledger. 
Sometimes the  de b it postings are 
checked. W here  th is  is done, i t  w o u ld
be w e ll to  note the  d iscounts a t the  
same tim e  as the  gross am ounts are 
checked fro m  the  cash book. W here  
paym ents have been made to  a c re d ito r 
on account, the  am oun t o f d iscoun t 
shou ld  be ca lcu la ted  to  m ake ce rta in  
th a t i t  has been deducted fro m  th e  
gross am oun t se ttled  upon the fin a l pay­
m en t the re o f. Accounts payable ledger 
accounts w ith  fo re ig n  com m issionaires 
and o th e r active  fo re ig n  accounts 
shou ld  be reconciled w ith  sta tem ents o f 
the  fo re ig n  c re d ito rs  fro m  tim e  to  tim e  
d u r in g  the  year. The bookkeeper’s t r ia l  
balance o f the  accounts payable ledge r 
shou ld  be com pared w ith  the  genera l 
ledger c o n tro ll in g  account. A n y  d i f ­
ference th e re in  shou ld  be noted in  the 
w o rk in g  papers and also any rem arks  
as to  the  c lie n t ’s balance no t be ing 
ready and i f  so, a n o ta tio n  o f th e  la s t 
tim e  when same was prepared w ith  the 
differences, i f  any.
I t  is  n o t necessary to  analyze th e  ac­
counts payable ledger except a t the  t im e  
o f the  c los ing  a u d it o r any balance 
sheet a u d it when, o f course, com m un i­
ca tion  is had w ith  each c re d ito r  and 
h is  statem ent is reconciled w ith  the 
book account.
C ontracto rs’ L edger
Sometimes th e  cash paym ents to  con­
tra c to rs  are checked w ith  the con trac­
to rs ’ ledger. A t  least once a season, 
especia lly  a t the  e x p ira tio n  the reo f, the  
contractors’ ledger should be analyzed 
and each open item  accounted fo r . O r­
d in a r ily  contractors’ accounts should 
be closed o u t by the  end o f each sea­
son.
G eneral Ledger
A l l  postings to  th e  genera l ledger 
shou ld  be v e rifie d  m o n th ly . The a u d i­
to r  shou ld  take o ff h is  own t r ia l  ba l­
ance fro m  the  genera l ledger. In  do ing  
so, he foo ts  each account in  the  genera l 
ledger fro m  the  la s t p rev ious checked 
to ta l.  The balance o f  each account in  
th e  genera l ledger shou ld  be p roven by 
ta k in g  the  balance as per the  account­
a n t’s figu res o f a m on th  ago and ap­
p ly in g  the m on th ly  figures thereto, thus 
a r r iv in g  a t  the  balance a t the  end 
the reo f. W here a new ledger has been 
opened by the bookkeeper d u r in g  the  
in te r im , the  am ounts ca rried  over fro m  
the o ld  ledge r m ust be checked. A n y  
ru n n in g  schedule o f p e rtin e n t in fo rm a ­
t io n  req u ire d  in  th e  w o rk in g  papers 
shou ld  be b ro u g h t up-to -da te  by po s ting  
the m o n th ly  item s on to  the  w o rk in g  
papers. O rd in a rily  accounts such as 
investm ents, fixed assets, notes rece iv­
able, notes payable, cap ita l and execu­
tiv e  personal accounts, w o u ld  be 
analyzed.
As p re v io us ly  stated, a l l e rro rs  and 
a d jus tm en ts  m ust be take n  up w ith  th e  
(C o n tin u e d  on page 116)
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Talking Shop
A  D E P A R T M E N T  CO NDUCTED B Y  L . G LU IC K , C. P. A .
N O TH IN G  t ic k le d  U S  qu ite  as m uch las t m on th  as an a rtic le  e n tit le d  “ W an ted : A n  In ­
come T a x im e te r”  in  the  G olden Book 
M agazine fo r  M arch. Get i t  and read it .
A nd  here is a good s to ry . L ik e  so 
m any others, i f  i t  is n ’t  tru e  i t  ou gh t 
to be.
A  P itts b u rg h  co rp o ra tion  p res iden t 
was com p la in ing  b it te r ly  to  h is  w ife  
about a q u a rte r o f a m il l io n  a d d itio n a l 
incom e ta x  assessment w h ich  h is  com­
pany had ju s t  been com pelled to  pay. 
H is  accountants and a tto rneys  had ad­
vised h im  th a t chances o f recovery  in  
the  C o urt o f C la im s were ne g lig ib le . 
Said the  m agnate : “ I t  knocks o u r su r­
p lus in to  a cocked h a t ju s t  w hen we 
were ready to  pay a 25 per cent ex tra  
d iv idend . A n d  to  th in k  th a t  the  Secre­
ta ry  o f the  T reasu ry  is a m em ber o f the 
same c lub th a t I  am. B y  Gosh, the  next 
tim e  I  see h im  I  w o n t ta lk  to  h im  o r no­
tice  h im ! ”  “ D on ’t  be so fo o lis h ly  in ­
consistent, m y dear,”  answered the  w ife , 
“ D id n ’t  you ju s t  say th a t now  you 
co u ld n ’t  cu t a m e lon?”
T H E New Y o rk e r fo r  M arch 9 th  had 
some incom e tax  cartoons th a t were 
re a lly  insp ired . I t  is n ’t  too la te  ye t to 
ge t a chuck le  o u t o f them .
F OR a C. P. A. w ith  an ho u r o r tw o  
to  spare in  a college to w n  we know  
o f no m ore  pleasant and p ro fita b le  th in g  
to  do than  a ttend  a class in  account­
ancy. The o p p o rtu n ity  seldom  comes, 
b u t w hen i t  does we seize it .  Thus we 
now  take  pleasure in  re p o rt in g  o u r 
v is its  to  M r. W illc o x ’s class a t Ohio 
State U n iv e rs ity  in  A ugust, 1928, and 
to  M r. Jones’ class a t Y ale in  F eb ru a ry ,
1929.
A t  bo th  places the  in s tru c to rs  made 
us a t ease. W e were no t g iven an em­
ba rrass ing  in tro d u c tio n  and ca lled  on 
fo r  a ta lk ;  we were p e rm itte d  to  take  
an inconspicuous place in  the  re a r row , 
g iven a copy o f the p rob lem  under d is­
cussion and an o p p o rtu n ity  to  answer a 
question, lik e  a s tudent. W e enjoyed i t  
and recom m end others to  do the  same.
T H E R E  are no t m ore than  tw o  or th ree  
corpora tions w h ich  have m ore 
shareholders th a n  U. S. Steel, fa m il ia r  
to t ic k e t tape devotees as “ X . ”  M any o f 
the  readers o f th is  magazine and h u n ­
dreds o f th e ir  c lien ts  ho ld  securities o f 
th is  g rea t co rpo ra tion . T here fo re  the 
a rt ic le  by H . A . S tern, New Y o rk , C. P. 
A ., w h ich  appeared in  the  T im es o f 
M arch 17, is h ig h ly  in te re s tin g . I t  is
e n tire ly  too lo ng  fo r  re p ro d u c tio n  here, 
b u t we sum m arize  i t  as fo llo w s :
“ The u ltra -con se rva tive  po licy  o f the  
U n ite d  States Steel C o rpo ra tion  in  
tre a tin g  bond a m o rtiz a tio n  as expense 
has had the  effect o f concea ling the  tru e  
earn ings o f the  com pany’s stock. The 
proposal o f the  co rp o ra tion  to  re t ire  
some $300,000,000 o f 5 per cent bonds 
w o u ld  no t be o f bene fit to  s tockho lders ; 
in  fac t, i t  w o u ld  be cos tly  to  them , as 
i t  p ro ba b ly  w o u ld  decrease the  earn ings 
per share on the  new c a p ita l stock.
In  an a lyz ing  the  la s t re p o rt o f the  
co rp o ra tion  fo r  1927 the c o rp o ra tio n ’s 
m ethod o f a r r iv in g  a t ne t incom e fo r  
the  com m on stock was to  deduct the 
a m o rtiz a tio n  on bonds as an expense. 
Since bonds represent a debt and the  re ­
paym ent o f a debt is a c a p ita l transac­
tio n , the  in c lu s io n  o f a m o rtiz a tio n  in  
the expenses is  w ro n g  in  p r in c ip le , and 
in  consequence the  earn ings o f the  com­
m on stock have been unders ta ted. 
T H IS  comes fro m  an accoun tan t in  A r ­
kansas. Some years ago he was em­
ployed in  the  a u d it and conso lida tion  
o f several la rge  lu m b e r com panies. In ­
ven to ries  were a la rge  item . He was 
d u ly  shocked a t the  m ethod em ployed 
in  ta k in g  them — the o ld  superin tenden t 
w o u ld  w a lk  s lo w ly  a round  the yards, 
sc ru tin iz in g  the  p iles, and w ith o u t 
to u ch in g  penc il to  paper announce the 
value.
So an in v e n to ry  crew  was b ro u g h t 
in ;  a l l lu m be r on hand was m easured; 
p ro d u c tio n  and sh ipp ing  records were 
c a re fu lly  gone over, and the  w ho le  
w o rked  back to  the  foca l date. A nd  
the resu lt?  W e ll i t  d iffe re d  by less 
tha n  one-ha lf o f one per cent fro m  the 
sup e rin tend en t’s! No w onder the 
c lie n t k icke d  a t the  fee!
T H IS  ed ito r once attended a m eeting of 
a C. P. A. society a t w h ich, a fte r a 
b r ie f  business session, an en te rta in m e n t 
p rog ram  was p u t on. The fea tu re  was 
a “ m ag ic ian .”  H is  s k i l l  in  p ro du c ing  at 
w i l l  any one card fro m  a w e ll shuffled 
deck seemed t r u ly  m arve lous. B u t to 
the laym an, igno ran t o f bookkeeping, the 
accoun tan t’s a b il i ty  to  go th ro u g h  a w e ll 
kep t ledger and produce in  sh o rt o rder 
a fina nc ia l s ta tem ent seems eq ua lly  
astound ing. The s le ig h t o f hand pe r­
fo rm e r and the accountant w i l l  each ex­
p la in  h is p a r tic u la r  w o rk  is no t m ys­
te rio u s ; th a t the re  are no t r ic k s ; m uch 
ha rd  w o rk  and practice  produce the 
necessary s k il l.  B u t the  laym an is too 
l ik e ly  to  rem a in  convinced th a t t r ic k e ry  
exists.
To the “ m ag ic ian”  th is  cond ition  is 
sa tis fac to ry , h is  success depends on his 
a b il i ty  to  keep h is  audience m ystified , 
and he m ust co n s ta n tly  change h is  act 
o r h is audience. The accoun tant is in  
a d iffe re n t po s ition . He m ust acquire  
and re ta in  the  confidence o f h is  au­
dience o r c lien te le . A n d  i t  is h is  d u ty  
to h im s e lf and h is  pro fession to  rem ove 
the m ystery. B u t i t  is a discouraging 
task  to  p e rfo rm , as w itness th is , fro m  
Ohio. W e re g re t we cannot use the  
en tire  le tte r  on ru ra l school d is tr ic t  
a u d itin g .
“ P u b lic  schools ge ne ra lly  igno re  de­
p re c ia tion . The correctness o f th is  
procedure is questionable , tho ugh  the 
w r ite r  fo r  one, approves i t  fo r  p ra c tica l 
purposes. The p o in t is, th a t r ig h t  o r 
w rong , th e o ry  m ust g ive w ay to  p rac­
tic a l considera tions in  a case lik e  th is , 
cons idering  the  personal equa tion  pres­
en t in  the  Board . A lso  m any item s, 
w h ich , in  a com m erc ia l business, o r in  a 
p ro p r ie ta ry  school, operated fo r  p ro fit, 
shou ld  be cap ita lized , are p ro p e rly  
charged to  expense.
“ A rg u m e n t and discussion are good; 
they  educate the  fa c u lty  and trustees. 
B u t there is a po in t reached ve ry  ea rly  
where no more good can come of it ,  
and so i t  shou ld  be dropped. I f  the  
B oard  is set on c a p ita liz in g  new desks, 
w h ich  are  re a lly  a rep lacem ent, and an 
e x tra o rd in a ry  expense, then the  a u d ito r  
should, a fte r  fo rm a l pro test, de fer. 
There is no v ita l p r in c ip le  a t stake such 
as m ig h t c o n fro n t h im  in  co rp o ra tion  
w o rk . The school d is tr ic t  is  no t l ik e ly  
to issue a fin a n c ia l s ta tem en t o th e r than  
one o f rece ip ts  and d isbursem ents. I f  
i t  d id , its  b iggest asset, i. e., the  pow er 
to tax, w o u ld  have to  be om itted , be­
cause pe rfo rce  i t  is an in ta n g ib le , and 
abso lu te ly  n o t to  be evaluated.
“ Besides, i f  the  a u d ito r  were to  f ig h t 
fo r  and w in  h is  po in t, the  p ro b a b ilit ie s  
are h igh  th a t
(1 ) A t  the  next e lec tion  a new board 
w ou ld  be elected.
(2) T ha t said new board would ap­
p o in t a new superin tenden t, and
(3 ) Choose a new a u d ito r.
Even i f  o n ly  one o f these th ree  con­
tingencies occur, the  w ho le  process o f 
educa tion  m ust be renewed, so w hy 
waste too m uch tim e  over a re la t iv e ly  
u n im p o rta n t ite m ? ”
note in  the A p r i l issue about 
a u d it stam ps ca lls to  m y m in d  an 
inc iden t in  1922”  w rite s  a West Orange, 
N. J., correspondent. “ I t  shows the 
m isconception th a t people have o f an
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a u d ito r ’s w o rk ; he m ust keep m oving , 
stam ping o r checking, or he isn ’t  earn­
in g  h is  fee. A n  assis tant and m yse lf 
had been w o rk in g  fo r  several days on 
reco n c ilin g  the  in te rcom p any accounts 
o f a dozen a ffilia ted  co rpo ra tions ; 
we had go tten  a ll b u t one com pleted, 
and th a t had a s tubborn  d ifference. W e 
checked and hun ted  u n t i l  we were be­
g in n in g  to  get bleary-eyed. F in a lly  I  
said we should ju s t  re la x  fo r  ten  m in ­
utes and th in k  q u ie tly  abou t the  source 
o f the  diffe rence. W e d id  th is , t i l te d  
back in  ou r cha irs, eyes gazing b la n k ly  
a t th e  ce ilin g . A t  the  end o f th a t tim e  
each o f us had an idea o f w here to 
lo o k ; bo th were correct. In  an ho u r the  
accounts were fin ished. W e re tu rn e d  to 
the  office fe e lin g  qu ite  p roud  o f o u r­
selves, o n ly  to  have ou r boss announce 
th a t  the  c o rp o ra tio n ’s tre a su re r had 
phoned in  th a t we were lo a fin g  on the 
jo b , and he d id n ’t  w a n t us a round  any 
m ore.
“ Of course i t  was no tro u b le  squaring  
ourselves w ith  o u r boss, bu t i t  w asn ’t 
so easy fo r  h im  to  convince the  old 
treasurer th a t we were good, steady 
w o rke rs , and were fitte d  to fin ish  the  
engagem ent.”
W H A T  is the m a tte r w ith  you western­
ers? W e ’ve rece ived on ly  one 
c o n tr ib u tio n  fro m  west o f the  M issis­
s ipp i. Is th is  silence to  show disap­
p ro va l o f ou r e ffo rts , o r has too m uch 
o f the  s p ir it  o f m anana go tten  in to  you r 
d e te rm in a tio n  to  w r ite  up yo u r in te re s t­
in g  experiences o r suggestions? Just 
because 10 m a jo r league baseball teams 
t ra in  in  F lo r id a  to  one in  C a lifo rn ia  is 
no reason fo r  P acific  C. P. A ’s to  get 
w r i te r ’s cram p. A  re v o lu tio n  in  o ld  
M exico o u gh t no t keep C. P. A ’s in  New 
M exico and A rizo na  fro m  g iv in g  th e ir  
b re th re n  in  M aine and M innesota the 
bene fit o f th e ir  know ledge. The fo re ­
go ing  m ay sound pa radox ica l in  v iew  
o f w h a t fo llow s , b u t we mean both. 
W e w o u ld  lik e  to answer a l l the le tte rs  
o f ou r m any c o n trib u to rs , b u t i f  we 
answered a ll correspondents we w ou ld  
have no tim e  to  p ractice  accounting .
P h i B e ta  K appa
S. L . Ready, g raduate  o f U n iv e rs ity  o f 
Sou th  C a ro lina ; ce rtif ie d  by South Caro­
lin a .
O live r K . H and, g radua te  o f C o lum ­
b ia  U n iv e rs ity ; ce rtifie d  by New Y o rk .
W a lte r  E. H a lle t, g radua te  o f C o lum ­
bia U n iv e rs ity ; ce rtifie d  by New Y o rk .
Hazen P. P h ilb r ic k , g raduate  o f H a r­
v a rd ; ce rtified  by Massachusetts, No. 
26, New H am psh ire , 4.
George H u lin g , g radua te  o f U n iv e r­
s ity  o f Chicago; ce rtif ie d  by I ll in o is .
R. H . B e lknap, g raduate  o f B row n  
U n iv e rs ity , ce rtified  by Massachusetts 
and New  H am psh ire .
C. R u fus  Rorem , g radua te  o f O berlin  
College, ce rtifie d  by Ind iana .
A nd  M r. H and adds th i s anecdote:
A n  a u d ito r  was exam in ing  the  ac­
counts o f a m in in g  company and found 
th a t the  b la cksm ith  had tu rn e d  in  a 
voucher fo r  feed. The a u d ito r  th o u g h t 
he had caugh t the  m an g ra ft in g  on the  
com pany fo r  oats and hay fo r  h is horse. 
The feed tu rn e d  o u t to be a fan , o r some 
piece o f m echanism , fo r  supp ly ing , o r 
feed ing, a ir  to  the  b la cksm ith  forge , 
be tte r than the  old p r im it iv e  hand- 
pum ped be llow s cou ld have done it .  
W h a t i f  th e  b la cksm ith  had ca lled i t  
a feed, o r one feed, instead o f s im p ly  
feed? Perhaps i t  w o u ld  have been 
take n  to mean a b low -o u t fo r  the  b lack ­
sm ith  and some friends a t some hotel. 
As a m a tte r o f fac t, i t  was ra th e r a 
b lo w - in !
T H IS  le tte r  makes a double appeal to 
us, pe rsona lly , fo r  reasons given 
la te r.
“ As an accoun tant have you ever fe lt  
g re a tly  pleased w ith  y o u rse lf and you r 
pro fession, w hen in  the  course o f yo u r 
w o rk  in  some la rge  o rg an iza tio n , de­
p a rtm e n t stores in  p a rtic u la r, ne a rly  a ll 
o f the  depa rtm en t executives come to 
you, and appeal to  you, as an im p a r t ia l 
ou ts ide r, to  see th a t th e ir  respective de­
pa rtm ents  get a square deal? D id n ’t  
you fee l fla tte re d  a t the  confidence they 
reposed in  yo u r ju dg m en t?  O f course. 
A nd  how  c a re fu lly  you considered 
each o f th e ir  prob lem s and requests, 
how  cau tiou s ly  you w orded the te x t o f 
yo u r re p o r t so as to m ake those rec­
om m endations you fe l t  were p rope r 
w ith o u t o ffend ing  the  others whose re ­
quests you deemed a t best u n tim e ly .
“ U n t i l  a fte r  a few  experiences o f th is  
k in d , the  n o ve lty  w ore o ff; re tu rn  en­
gagements b ro u g h t the  same people 
back w ith  the  same com pla in ts , and you 
f in a lly  reve rted  to  the  a ttitu d e  o f l is t ­
en ing as p o lite ly  as possible, no longer 
tha n  necessary, and com ing to  yo u r 
own conclusions un in fluenced by de­
p a rtm e n ta l pressure. A nd  by so do ing 
jus tified  the aforem entioned confidence 
in  you r im p a r t ia l ity — b u t s a tis fy in g  no 
one. You became looked on as one o f 
those m eddlesome ineffic iency m en who 
knows everybody’s business be tte r than 
the m an h im se lf. Is n ’t  i t  to u g h ? ”
The answer to  a l l the  fo reg o ing  is 
“ Yes.”  W e ’ve had the  same th in g  hap- 
pen to  us. A nd  then  the  le tte r  con­
tinu es : “ Please do no t p r in t  m y nam e; 
i t  is qu ite  possible th a t th is  w i l l  get to 
the  a tte n tio n  o f some depa rtm ent store 
buyers, each o f w hom  w i l l  f la tte r  h im ­
se lf I  mean h im , whereas I  mean a ll o f 
them, no one in  pa rticu la r, and I  shall 
become m ore tha n  ever ‘persona au 
g ra tin . ’ ”
D on ’t  we kno w ! Last year in  one of 
ou r a rtic les  we c ited a t le n g th  a bad
example we had encountered about 
a yea r p re v io us ly . W e scrupu lous ly  
avo ided m en tio n in g  even the  lin e  of 
business invo lved , le t alone any names. 
B u t a bookkeeper, w ho was s tud y ing  ac­
countancy, came across our a rtic le . 
P rom pted  by c u r io s ity  he s ta rted  to 
read it ,  recognized the sub ject m a tte r, 
and then  devoured it .  N ext day he too k  
i t  to  h is head bookkeeper, who in  tu rn  
ca rried  i t  to  th e  p res iden t o f the  cor­
po ra tio n . A nd  we los t a c lien t.
W H A T  do accountants read? Now  th a t 
the  ta x  rush  is ove r members o f 
the  pro fession w i l l  have a chance to 
read som eth ing  besides Tax Service Re­
po rts  and w o rk in g  papers, and w e ’d 
lik e  to  hear ju s t  w h a t the y  do read—  
fo r  c u ltu re  and pleasure, no t business.
Judg ing from  such conversations as 
we have had on the  sub ject, C. P. A ’s 
are n o t v e ry  heavy readers outs ide of 
th e ir  w o rk . The constant use o f th e ir  
eyes, a l l  day, everyday, in  the  re g u la r 
course o f business gene ra lly  leaves 
them  too t ire d  fo r  read ing. W e know  
few  accountants who do n o t wear 
glasses w h ile  w o rk in g . W e kno w  m any 
to  w hom  m ovies are a ra re  indu lgence 
and then  o n ly  d u r in g  the d u ll sum m er 
m onths.
A nd  ye t the y  do read an am azing 
am ount, cons idering  the  handicap. As 
fa r  as o u r acqua intancesh ip goes, de­
tec tive  s tories  are re la t iv e ly  un popu la r. 
The psychology seems to  be th a t since 
in  the  n o rm a l course o f h is  w o rk , an 
a u d ito r  is a lw ays lo o k in g  fo r  e rro rs  and 
a t least subconsciously, fra u d , stories 
o f de tection  are too  m uch lik e  w o rk . 
On the  o th e r hand, s tories  o f ou tdoo r 
adven tu re , and w h a t are gene ra lly  
ca lled  “ W esterns”  are re la t iv e ly  pop­
u la r, again re fle c tin g  good psychology. 
The m an who w o rks  a t a desk a ll day 
seeks m e n ta l re l ie f  in  v ica riou s  o u t­
door adventures.
B u t o u r conclusions are based on 
lim ite d  observa tion , and w e ’d lik e  to 
hear fro m  others. H ow  m any, by the  
way, are in  a class w ith  Gene Tunney 
in  ha v in g  read C O M P LE TE  G ibbbon’s 
“ D ecline and F a ll o f the  Rom an E m ­
p ire ? ”  F o r  fu r th e r  de ta ils  see a lm ost 
any issue o f the  A m erican  Leg ion  
M o n th ly .
W H IC H  brings us to  another question.
W hatever became of the Accountant’s 
P ost o f w h ich  H . D. G reely, R. H . 
M ontgom ery, and H . V a ray  were o f­
ficers?
F ROM a correspondent in  Connecticut, 
comes a most in te res ting  and va lu ­
ab le descrip tion  o f how  to reduce the 
cost o f m echan ica l in s ta lla tio n s . He is 
a b so lu te ly  r ig h t  in  s ta tin g  th a t m any an 
executive, th o ro u g h ly  sold on the idea 
o f mechanical bookkeeping, is  appalled 
by the  cost, no t o f the  m ach ine ry  its e lf, 
(C o n tin u e d  on  page  116)
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The Natural Business Year
T H E  s u b je c t  a s s ig n e d  to  m e  fo r  d is c u s s io n  is  o n e  t h a t  h a s  d ra w n  th e  i n te r e s t  o f b u s in e s s  
e x e c u tiv e s , c h a m b e rs  o f c o m m e rc e , e d u ­
c a t io n a l  in s t i tu t io n s  a n d  p ro fe s s io n a l  
a c c o u n ta n ts .  M an y  a b le  m e n  h a v e  
s tu d ie d  th e  s u b je c t  a n d  m a n y  a r t ic le s  
h a v e  b e e n  w r i t te n .  P e r h a p s  i t  s h o u ld  
h a v e  b e e n  c o n s id e re d  b y  th e  N o r th  
C a ro lin a  A s so c ia tio n  o f C e rtif ie d  P u b lic  
A c c o u n ta n ts ,  a n d  a c te d  u p o n , b e fo re  
th e  p r e s e n t  tim e . T h e  s u b je c t  is  e n ­
t i t l e d  “ T H E  N A T U R A L  B U S IN E S S  
Y E A R .”
I t  is one o f n a tio n a l as w e ll as o f 
loca l in te res t. I t  seems ap p ro p ria te  a t 
th is  p o in t to  define its  m eaning. I  sub­
m it  a d e fin itio n  w h ich  I  believe was 
composed by M r. H om er Pace o f New 
Y o rk  C ity , and w h ich  is as fo llo w s :
“ The n a tu ra l business year is a 
tw e lve  m on th  period  (o r  i t  m ay be a 
th ir te e n  m on th  pe riod  i f  the  ca lendar 
is rev ised ) w h ich  ends a t a tim e  when 
a g iven  business is in  its  m ost l iq u id  
c o n d itio n ; w hen trade  o r m anu fac tu re  
is a t its  low est ebb and the in v e n to ry  
is s m a ll; w hen the receivables are lo w ; 
w hen the  resu lts  o f a yea r’s opera tion  
m ay be de te rm ined  m ost accu ra te ly  and 
w ith  least inconven ience ; w hen the  
tru e s t fin a n c ia l p ic tu re  o f a business 
m ay he had ; w hen plans and budgets 
fo r  a com ing year m ay be made m ost 
in te ll ig e n t ly ;  w hen com parisons w ith  
o th e r s im ila r  periods m ay be made m ost 
e ffec tive ly . A  n a tu ra l business year is 
a fisca l year period . In  some instances 
i t  coincides w ith  th e  ca lendar year. In  
60 per cent o f the  cases, in ve s tig a tio n  
shows th a t i t  does n o t.”
I t  is  ev iden t fro m  the  d e fin itio n  as 
composed by  M r. Pace th a t he con­
ceived the  sub ject in  a ve ry  b road sense, 
and th a t he had a lready g iven i t  con­
siderab le  th o u g h t. In  h is  d e fin itio n  he 
a lludes to  the  revised ca lendar, w h ich  
sub ject is likew ise  absorb ing  m uch in ­
te res t a t present.
I t  is  m y purpose to  recom m end th a t 
the  N o rth  C a ro lina  A ssocia tion  o f Cer­
t if ie d  P u b lic  A ccountan ts go on reco rd  
as app rov ing  the  n a tu ra l business year. 
I  w ish  to  recom m end now  th a t th is  As­
soc ia tion  consider the  a d v is a b ility  o f 
a d op ting  the  revised calendar. I ts  ad­
vantages, fro m  an accoun ting  s tand­
p o in t, appear to  be w o rth y  o f sym pa­
th e tic  cons idera tion , and I  w i l l  endeavor 
to  g ive a b r ie f  o u tlin e  o f the  proposal.
The p lan  w h ich  seems to  be m ost 
ge ne ra lly  approved is ; th a t each m on th  
o f the  year sha ll con ta in  tw e n ty -e ig h t 
days; th a t  the re  sh a ll be th ir te e n  
m on ths in  the  yea r; and th a t  the  ad-
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d it io n a l m on th  to  be kno w n  as Sol 
w o u ld  fo llo w  June. T h is  w o u ld  ac­
coun t fo r  364 days and w h ile  the re  are 
365 days in  the  o rd in a ry  year, the  one 
e x tra  day w o u ld  be kno w n  as Y ear Day 
and w ou ld  im m e d ia te ly  precede the  f irs t  
day o f January . A n  ex tra  day w ou ld  
occur in  the  case o f Leap Years. T h is  
w ou ld  be placed between the m onths 
o f June and Sol.
In  the discussion o f the  sub ject o f 
The N a tu ra l Business Y ear, I  sh a ll en­
deavor to  set ou t the  advantages and 
disadvantages, bo th  fro m  the stand­
p o in t o f the business man, and th a t o f 
the  p ra c tic in g  accountant. A m ong the 
advantages are :
The ta k in g  o f in ven to ries  a t a tim e  
o f qu ie t business, o r w hen stocks are 
low . A l l  o f us w i l l  re a d ily  appreciate 
th is  advantage because, in  the  f irs t  
place, in v e n to ry  ta k in g  is a ve ry  d i f ­
f ic u lt  m a tte r in  some lines o f business. 
The cou n tin g  o f the m erchandise is a 
task in  its e lf, b u t the  p lac in g  o f p roper 
values thereon is m uch m ore d iff ic u lt. 
L e t us suppose th a t a m erchan t counts 
h is  stocks and a ttem pts  to  p rice  them  
a t a tim e  w hen he is over-supp lied . L e t 
us also suppose th a t th is  is done a t a 
tim e  w hen the  supp ly  exceeds th e  de­
m and fo r  h is  com m odities. There  is 
an adage “ Hope springs e te rn a l in  the 
hum an breast.”  Hope m ay en te r in to  
his idea o f the  va lue  o f h is  in ve n to ry . 
He hopes to  be able to  dispose o f h is 
m erchandise on the  basis o f the  m a rk e t 
on w h ich  he bought. T h is  hope is 
lik e ly  to  in fluence h is  o p in ion  as to  the 
prices placed aga inst the  several item s 
on h is  in v e n to ry  sheets. M any m en are 
u n w il l in g  to  acknow ledge a loss in  in ­
ve n to ry  unde r such cond itions  as I  have 
m entioned. F irs t, i t  is  a re fle c tion  on 
the  ju d g m e n t o f the  buyer, and second, 
i t  is a fa ilu re  to  p ro p e rly  foresee m a r­
k e t cond itions. I f  the  same m erchan t 
were to  take  h is in v e n to ry  a t a t im e  
w hen stocks were lo w  and fin d  h im s e lf 
w ith  good salable m erchandise, even 
tho ugh  the  dem and were som ewhat 
l ig h t,  he w ou ld  be m ore fa v o ra b ly  in ­
c lined  to  accept conserva tive values. 
I t  is obvious th a t the  accoun tan t w o u ld  
p a rtic ip a te  in  the  benefits. The la b o r 
in vo lved  in  the  v e r ific a tio n  o f the  in ­
v en to ry  is lessened. The re sp o n s ib ility  
fo r  th e  v a lu a tio n , w h ile  d iv ided , rests 
m ore easily, i f  conse rva tive ly  stated.
M ost o f us kno w  th a t the m a jo r ity  o f 
m erchan ts operate on a fisca l pe riod , 
w h ich  ends w ith  the  ca lendar year. A  
good ly percen t o f these m erchan ts are 
accustomed to  trade  in  m erchandise 
w h ich  is salable a t C hris tm as tim e. 
T hey m ake e labora te  p re pa ra tion  fo r  
th is  h o lid a y  business and som etim es fo r  
weeks in  advance the  sales are h ig h ly  
s tim u la ted . The employees are over­
w o rked  and exhausted when the c los ing 
h o u r a t C h ris tm as Eve a rrives . The 
stocks, in  m any cases, are dem ora lized 
and w hen the  stores close fo r  th e  C h ris t­
mas ho lidays, cond itions  are no t re a lly  
favo rab le  fo r  s tag ing  the  p re -in ve n to ry  
sale w h ich  is u su a lly  a ttem pted  to  c lear 
the  stocks by the  f irs t  o f January . As 
a m a tte r o f fac t, the  o rd in a ry  depa rt­
m ent store w o u ld  find  i t  m ore  conven­
ie n t to  close its  fisca l year a t the end o f 
January , ra th e r  th a n  a t the  end o f De­
cember.
The c los ing o f th e  year a t a tim e  
when receivables are lo w  also inures to  
the  business m an as w e ll as the ac­
coun tan t. The v a lu in g  o f accounts re ­
ceivables is d iff ic u lt  in  m any instances. 
W e w i l l  suppose th a t a l is t  o f the ac­
counts has been take n  fro m  the  cus­
tom ers ledger. The balances have been 
ve rified  by d ire c t correspondence w ith  
the  debtor. W e have exam ined the  
ledger and have ascerta ined the  p ro m p t­
ness w ith  w h ich  the  va rious  custom ers 
have been pay ing  th e ir  accounts. W e 
find  some of these accounts are past due 
and paym ents have no t been re g u la r ly  
made. The p ro p r ie to r o f the  business is 
consulted. In  some cases we m ay m ake 
a recom m endation  th a t ce rta in  accounts 
be e ith e r w r it te n  o ff as w orth less, o r  
th a t a reserve be set aside to  take care 
o f possible losses. W e are in fo rm e d  
th a t these accounts are p e rfe c tly  good 
and co llec tib le . W hen these con d itions  
c o n fro n t an accoun tant a t a tim e  w hen 
the  rece ivables are h ig h  the  prob lem  is 
m ore com plex th a n  when they  are low . 
The flu c tu a tion s  in  the  va lues o f ac­
counts receivables are som etim es p ro ­
nounced, depend ing on e x is tin g  cond i­
tions. I f  business cond itions, gene ra lly , 
are im p ro v in g  the re  is a be tte r prospect 
fo r  co llections tha n  i f  cond itions are de­
c lin in g . Hope, likew ise , en ters in to  the  
va lu a tio n  o f accounts receivables.
To close th e  year when payables are 
lo w  is  also advisable. There are d iff i­
cu lties  in  connection w ith  v a lu in g  in ­
ven to rie s ; like w ise  the re  are d iff i­
cu ltie s  in  v a lu in g  receivables, b u t the  
asce rta in ing  o f a f irm ’s indebtedness is
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sometimes almost impossible. If the 
year closes at a time when buying de­
partm ents are active, there is likely 
to be much goods in transit. I t  is 
also probable tha t there are outstand­
ing contracts for goods neither billed 
nor received. These contracts alone 
may actually spell disaster. I know 
of a  firm which in the year 1920 closed 
its books on June 30th. The profit for 
the fiscal year was measured by many 
thousands of dollars. This concern at 
tha t date had outstanding contracts 
for large quantities of two commodi­
ties. By December 31st of th a t year 
the company had suffered a loss equal 
to all of the profits which were shown 
on the books at June 30th, and about 
50 per cent more.
To summarize the benefits to be de­
rived from adopting a natural business 
year which would end at a time of low 
inventories, low receivables and low 
payables, it is clear th a t the natural 
cycle of business would have been com­
pleted. The inventory has been con­
verted into good accounts, these have 
been collected and the liabilities ex­
tinguished. At a period when this 
cycle has completed itself, there ar­
rives the opportunity of producing a 
more correct and a more conservative 
statem ent of condition. The profit and 
loss would more nearly reflect the true 
results from operations. Incorrect in­
ventories affect gross profit on the mer­
chandise sales; over-valuation of ac­
counts receivable affect the profit and 
loss statement, and the under-statement 
of payables affects both.
There are other advantages to be de­
rived from the use of the natural busi­
ness year. A correct basis for the for­
mation of budgets; the collection of 
statistical data for a natural rather 
than an artificial period; more accurate 
cost finding; equitable income taxation; 
intelligent comparisons for managerial 
purpose, and a more logical determin­
ation of dividends d is tr ib lution.
There is an advantage accruing to 
accountants in particular— the oppor­
tunity  to build permanent all year 
staffs. All of us know that at the be­
ginning of each calendar year it be­
comes necessary to employ additional 
men. We endeavor to employ good 
accountants— some are. If the work 
in an accounting office could be evenly 
distributed throughout the year, the 
profession would attract even more de­
sirable men than at present. A young 
man would be induced to enter the 
profession, because he could obtain reg­
ular employment throughout the year. 
Incompetent accountants would be at a 
disadvantage, and efficient men would 
be more the rule.
There is a benefit which would ac­
crue to both the State and Federal gov­
ernments, it seems to me. The collec­
tion of taxes would be more evenly 
distributed and more ease would be 
experienced in the auditing of returns, 
which would be received at regular in­
tervals throughout the year.
Before passing to the disadvantages 
attendant on adopting a natural busi­
ness year, I will state what, in my opin­
ion, is the reason which causes firms 
to close their books a t the end of the 
calendar year. In 1909 Congress of the 
United States attem pted to pass an in­
come tax law. This form of taxation 
was contrary to the provisions of the 
Federal constitution at that time. In 
consequence of this, the law was de­
clared unconstitutional. One of the 
provisions in this law was tha t reports 
should be filed a t the end of the calen­
dar year. In 1913 the first constitu­
tional income tax law took effect. This 
law, as did all subsequent ones, per­
mitted the use of a  fiscal year which 
did not coincide with the calendar year. 
During the war period and until 1921 
there was what was known as the “ex­
cess profit tax.” The calculation of this 
tax presented many difficulties and be­
cause of these difficulties, many firms 
who were then starting businesses 
thought it advisable to have their clos­
ing date coincide with the calendar 
year. All of the new tax laws as they 
came into effect provided for the appli­
cation of the new tax rates as at Jan­
uary first, each year. The tax laws 
have been conducive to the adoption 
of the calendar year ra ther than the 
natural one.
In my opinion there are no real dis­
advantages attending the adoption of 
the natural business year. There are, 
however, in some cases, what appear 
to be objections. There is a general 
belief tha t income tax returns are re­
quired to be filed on a calendar year 
basis. I t is also thought th a t since 
the rates of income tax change with the 
calendar year, there might be some diffi­
culty in making computations. Any 
change requires some effort and of 
course this rule applies here. There is 
one objection which is worthy of con­
sideration, and tha t is, tha t comparisons 
and statistical information will b e  
somewhat disturbed during the first 
year of the change. The belief has also 
been advanced tha t there might result 
confusion to the Federal and State 
governments in estimating tax receipts. 
This seems unlikely.
I have endeavored to show that the 
advantages to be derived from the gen­
eral adoption of a natural year, whether 
or not it is coincident with the calendar 
year, far exceed the disadvantages.
This subject was very thoroughly in­
vestigated by the Bureau of Business 
Research of the College of Commerce 
and Business Administration of the Uni­
versity of Illinois. Inquiries were made 
and reports received from  439 firms. 
Of these 316 were using the calendar 
year. I t was found tha t the natural 
year of these same firms ended with 
some month other than December, with 
the exception of 194 out of 439 firms. 
The general conclusions reached after 
this investigation were tha t the natural 
business year does not necessarily end 
at the close of a rush season but just 
before the beginning of a new one, and 
tha t it was advantageous to close the 
year at a time when the financial state­
ment would reflect low inventories and 
low receivables.
I am impressed with the belief that 
the closing of a year should be when 
outstanding purchase contracts have, 
for the most part, been completed; 
raw m aterials have been turned into 
merchandise; merchandise disposed of 
to customers; good accounts have been 
collected, and liabilities liquidated. A 
financial statement, prepared under 
these circumstances, would reflect a 
more correct condition, a more accur­
ate history of the year’s transactions, 
and a safer basis for the preparation 
of plans for the future.
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trouble they call on the President of 
the bank, which is me again. When 
they come and point their finger in my 
face and tell me, "Hello,” I say, “Wait 
a minute and come to the bank and 
talk  with me.” I have a big sign on 
the sidewalk, you see.
Now, we don’t keep no books. We 
have no business for dat kind of as- 
sortified accountants or whatever you 
call dose people. All our people is 
honest. When they ain’t got no money 
and they come to me, I tell them to go 
and sell some chickens, and they sell 
the chickens and they can always get 
$15.00 or $20.00 to get a shoulder of 
salt m eat or a ham to bring home. A 
man come to the bank the other day 
and he point his finger in my face and 
say, “I see where you all pass a law for 
the natural gas, eh?” I said, “Yes.” 
He say, “You whole lot of crooks in the 
Legislature.” I say, “Let me tell you 
something, my friend, tha t today I 
make you general manager of the 
store.” “W hat dey going to do with all 
dese good stores when the natural gas 
comes. The politicians could pass any 
kind of law, because you don’t  have 
to pay for th a t natural gas you shoot 
from the mouth.”
T hat’s the kind of people I got up 
there. “You people, you talk  about
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spend ing 20 m il l io n  d o lla rs  lik e  we ta lk  
o f flies in  o u r d in in g  room . M oney is 
no th in g . You ta lk  b ig  money. W here 
is th a t  m oney to  come fro m , eh? You 
w a n t to  pave the h igh w ay  in  f r o n t  o f 
o u r place so w hen a r ic h  m an come 
a long he can’t  get s tuck  in  the m ud 
and we can’t  charge h im  $5.00 to  get 
h im  o u t any m ore. H o w  w i l l  we m ake 
money? The au tom ob ile  can tra v e l 
then on th is  h igh w ay  fo rty - fiv e  m iles 
an hou r, and m y cow never been h i t  
th a t fas t yet. A n o th e r th in g , you w a n t 
to  ra ise gasoline tw o  cents per ga llon . 
W e ll, how  can th a t he lp me on m y gaso­
lin e  boat? H ow  can I  ru n  m y boat 
and take  advantage o f th a t tw o cents 
fo r  the  h ighw ay? T h a t is no t r ig h t . ”
A  personal fr ie n d  o f M r. T read w e ll 
came to  the  bank  one tim e  and bo r­
row ed fifte e n  o r tw e n ty  thousand do l­
la rs  and gave f irs t  m ortgage on h is  p lan ­
ta tio n . One, tw o , three , fo u r, five the 
years pass, and he don ’t  pay no in te r ­
est o r an y th in g . Me, I  ge t mad. So I  
w r ite  h im  a d ir ty  le tte r, me, yes, and 
te l l  h im  I  go to  the  board  o f d irec to rs . 
He ask me w h a t’s th a t, the  board  o f d i­
rectors? I  te l l  h im  th a t ’s the  people 
w h a t runs the bank. He said, “ You 
ru n  the  b a n k .”  I  said, “ No, no t on ly  
m e.”  Then he say, “ Maybe I  am  go ing 
to  lose m y p la n ta tio n .”  I  said, “ I  don ’t  
k n o w .”  He said, “ Y ou kno w  how  to  
ru n  a p la n ta tio n ? ”  I  rep lied , “ N o .”  
“ Then, you be tte r lea rn , because you 
soon go ing  to  have one. You b e tte r go 
to M r. Godchaux and a ll them  real estate 
men.”
M R . T R E A D W E L L
Ladies and G entlem en, p e rm it me 
to  say now  th a t M ayor B oudreaux 
is M r. W a lte r J. C oqu ille , a p ro m ­
in e n t business m an o f ou r com m u n ity . 
T h is  is no t h is  pro fession, b u t he 
is talented in  th is  way, being a na­
tiv e  bo rn  Lo u is ia n ia n  and I  can as­
sure you th a t in  h is  l i t t le  ta lk  you 
have heard  the  d ia lec t, i f  you m ay so 
ca ll i t ,  o f the Lo u is ian a  F rench  de­
scendants, as i t  is, w ith o u t the  least 
exaggera tion  o r change.
T H E  M O N T H L Y  A U D IT
(C o n t in u e d  fr o m  p a g e  111)
accoun tan t in  charge. He i s the  rep re ­
sen ta tive  o f the  a u d itin g  f irm  and the 
assistants are no t au thorized  to  m ake 
any corrections w ith o u t h is  approva l.
The a u d it p rog ram  shou ld  be flex ib le  
enough to  p e rm it the  accoun tan t in  
charge to  use h is in it ia t iv e  to  check 
a n y th in g  unusua l occu rrin g  d u r in g  the  
m on th  under rev iew . W h ile  m ost o f 
the  w o rk  o f the  a u d it p rog ram  is m an­
da to ry  fo r the m on th ly  aud it, s t i l l  there 
are a num ber o f d isc re tio n a ry  opera­
tio n s  w h ich  ca ll fo r  the  in it ia t iv e  o f 
the  accoun tant in  charge.
A t  the com p le tion  o f each a u d it, a 
re p o rt should be prepared fo r  the 
c lie n t. G ranted th a t a m o n th ly  re p o rt 
no t based on a balance sheet a u d it is 
no t accurate, i t  shou ld  be prepared as 
a gu ide to  the  c lie n t and also to  the 
accoun ting  f irm  o f the  progress o r trend  
o f opera tions o f the c lien t. W herever 
possible such statem ent should show 
the m o n th ly  opera tions as w e ll as the 
opera tions fo r  the  pe riod  w ith  a com ­
parison o f the  correspond ing periods o f 
the p revious year. To m y m in d  the 
m o n th ly  a u d it w ith o u t a m o n th ly  s ta te­
m ent loses considerable o f its  va lue. To 
g u a rd  aga inst the  possib le use o f ou r 
m o n th ly  repo rts  fo r  c re d it purposes, we 
use a ru b b e r stam p the reon  in d ic a tin g  
th a t the  sta tem ent was prepared fo r  the 
guidance o f the  c lie n t w ith o u t accruals 
o r ou ts ide v e rifica tio n .
In  conclusion, p e rm it me to  em­
phasize the  fa c t th a t i t  was by means
of  the  m o n th ly  a u d it th a t m any con­
cerns o f com p ara tive ly  sm a lle r size, who 
before the adven t o f the  incom e tax  
laws, b u t ra re ly  em ployed a p u b lic  ac­
coun tan t, had been ta u g h t the  ru d i­
m ents o f m odern accoun ting . Now  th a t 
a l l business m en rea lize  th a t under the  
incom e ta x  laws they  are com pelled to  
keep com plete accoun ting  records and 
w ith  the pressure o f banks and c re d it 
men fo r  p e rio d ica l ce rtif ie d  reports , 
a lm ost every business, no m a tte r of 
w h a t size, today  engages a pu b lic  ac­
cou n tan t a t some tim e  o r o th e r d u rin g  
the  year. The progressive accoun tant 
gives the m axim um  service to  h is  c lie n t 
no t o n ly  p e rfo rm in g  the  m echanics of 
the  m o n th ly  a u d it, b u t also ad v is ing  his 
c lie n t a long a lm ost every lin e  o f bus i­
ness endeavor, by lo o k in g  in to  h is  cred­
i t  s tand ing , adv is ing  a long insurance 
lines, p re pa ring  m erchand is ing  and ex­
pense budgets and com paring  resu lts  o f 
opera tions and ra tio s  o f assets to  l ia b i l i ­
ties w ith  o the r concerns in  the  same in ­
d u s try  so as to  p o in t ou t th e ir  weak 
po in ts. Thus the p u b lic  accoun tant is 
g ra d u a lly  becom ing the  business ad­
v is o r and counselor, and in  the  case o f 
m any o f ou r c lien ts  on an annua l re ­
ta in e r basis, the  m o n th ly  a u d it its e lf  is 
b u t a m in o r p a rt o f o u r service.
T A L K IN G  SHOP
(C o n t in u e d  fr o m  p a g e  113)
bu t o f g e ttin g  i t  in to  successful opera­
tio n . The executive w i l l  a d m it th a t 
once in  opera tion  the  m achines are eco­
nom ica l. B u t g e ttin g  them  s ta rted  ap­
pears too b ig  a deterrent fo r  many, and 
the ineff ic ie n t pen and in k  m ethods are 
a llow ed to continue. O ur C. P. A . goes 
on:
“ I  ca ll th is  m ethod ‘s h o r t-c irc u it in g .’ 
I  d id  no t in ven t i t ;  I  don ’t  rem em ber 
who showed i t  to me f irs t ;  bu t I  have 
seen i t  successfu lly em ployed a h a lf
dozen tim es. The f irs t  step is to  set 
a dead lin e  date fo r  the  o ld  ‘system ,’ 
p re fe rab ly  the end o f the fiscal period; 
a lways the  end o f a m on th . The neces­
sary equ ipm en t and tra in e d  opera tors 
shou ld  be on hand.
“ The equ ipm en t shou ld  inc lude  no t 
o n ly  e n tire ly  new ledgers, b u t a new 
voucher re g is te r o r purchase b o o k . A l l  
invoices dated in  the  o ld  pe riod  should 
be entered in  the  o ld  purchase book 
and c re d ito rs ’ ledgers. A l l  in  th e  new 
pe riod  in  the new books. The o ld  con­
t r o l account in  the  genera l ledger 
should con tinue  in  use fo r  o ld  period 
transac tions  and a new one be set up 
fo r  the  new system.
“ The o ld  cash book p ro ba b ly  has 
some unused colum ns. T h is  shou ld  be 
used fo r  the  paym ents on new accounts 
and the  o ld  one as before, u n t i l  th e  o ld  
account is w iped ou t, a fte r  w h ich  the 
old accounts payable colum n is used 
as before. P re fe ra b ly  a l l check s d raw n 
should be fo r  ju s t  one pe riod , b u t i f  a 
paym ent is made cove ring  bo th , the  
am oun t shou ld  be d iv ided  in  the  cash 
book.
“ I f  no spare co lum n is ava ilab le  in  
the o ld  cash book, the n  the  one co lum n 
can be used, e n te r in g  o ld  pe riod  item s 
in  green in k  and new pe riod  item s in  
b lue. O f course, u n t i l  a l l the  o ld  ac­
counts are closed, i t  w i l l  be necessary 
to  com pare a ll c re d ito r ’s s tatem ents 
w ith  tw o ledger accounts, bu t th is  is  an 
in fin ite s im a l am oun t o f w o rk  com pared 
to  b r in g in g  fo rw a rd  fro m  500 to  5,000 
balances.
“ F in a lly , in  fro m  30 to  90 days, the 
o ld  co n tro l w i l l  show l i t t le  o r no ba l- 
ance. I f  any, every ite m  shou ld  be 
c a re fu lly  exam ined, correspondence had 
w ith  cred ito rs and the balances closed 
by paym ent o r w iped ou t by jo u rn a l 
en try .
“ In  the case of customers’ accounts, 
the ‘sh o rt c irc u it in g ’ is no t as s im ple 
as w ith  c re d ito rs ’ accounts, b u t can 
be w o rked  w ith  the fo llo w in g  m od ifica ­
t io n :
“ (1 ) E ith e r  tw o  statem ents can be 
prepared, one by pen and in k  fro m  the 
o ld  ledgers and th e  o th e r on au tom atic  
one fro m  the m ach ine; o r (2 )  A f te r  
the m achine sta tem ent is ready i t  can 
be passed to a c le rk  who can add to  it ,  
in  in k , the o ld  item s fro m  the  o ld  
ledger. B o th  m ethods w o rk . I  p re fe r 
the firs t.
“ I  have seen in s ta lla tio n s  where the 
cost o f ex tra  he lp  to  tra n s fe r and prove 
o ld  balances cost $1,000. A n d  I  have 
ju s t com pleted a 2,000 account tra n s fe r 
a t an ex tra  la b o r cost o f $50— by the 
sh o rt c irc u it  m ethod above described.”
O ur reac tion  to th is  is th a t i t  sounds 
good, and p ro ba b ly  is good, and we 
mean to  t r y  it .  B u t we hope we don’t  
b low  ou t any fuses.
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C. P. A. EXAMINATION QUESTIONS, 
MICHIGAN, NOVEMBER, 1928
COMMERCIAL LAW
W ednesday M orning, Novem ber 7, 1928
8 to  12
1. Is th is  in s tru m e n t nego tiab le  and 
w hy?
“ D e tro it, Sept. 1st, 1928.
(a ) “ Ten years a fte r  date, D e tro it  
R a ilw a y  Com pany agrees to  pay to  
bearer $1,000 w ith  the  op tion  to  the 
h o lde r hereof, a t any tim e  a fte r  tw o  
years fro m  the date hereo f, to  exchange 
th is  note fo r  ca p ita l s tock o f th is  Com­
pany a t par.
“ D e tro it R a ilw a y  C om pany.”
(b )  Is the  v a l id i ty  o f a nego tiab le  
in s tru m e n t affected  (1 ) by la ck  o f the 
w ords “ fo r  va lue  rece ived” ? (2 ) Be­
cause a seal has been affixed?
2. (a ) W h a t cons titu tes  nego tia tion?  
H ow  m ay an in s tru m e n t payable to 
B ea rer be n e g o t i a t e d ?  H ow  m ay 
an in s tru m e n t payable to o rder be ne­
go tia ted?
(b ) W h a t is an endorsem ent? W here 
m ust i t  be w r itte n ?  W h a t is an a l­
longe?
(c ) W h a t is the ru le  re la tiv e  to  the 
p resum p tion  o f cons idera tion  fo r  a note 
o r an endorsem ent the reo f?  W h a t con­
s titu te s  considera tion?
(d ) W h a t is the effect o f a fo rged 
s igna tu re  o f one o f tw o  jo in t  m akers o f 
a note, the  o th e r s ig na tu re  be ing 
genuine?
3. Give d e fin itio n  o f the  fo llo w in g : 
J o in t tenancy, tenancy in  com m on, es­
ta te  by the  e n tire ty , quasi con tract, res 
ju d ica ta , u l t r a  v ires , fee sim ple, deed, 
cha tte l m ortgage, lien , ba ilm e n t, dower.
4. U nder w h a t circum stances sha ll 
a person be deemed to  have g iven
(a ) A  preference, i f  inso lven t, under 
the  so-called B a n k ru p tc y  A ct?
(b ) W ho m ay be declared a ba nk­
ru p t?  W ho m ay no t be? A nsw er 
fu lly .
(c ) Give lis t  o f debts w h ich  have 
p r io r ity  in  a b a n k ru p t estate.
(d ) W h a t c la im s are no t affected 
by a discharge in  bankru p tcy?
(e) W h a t C o u rt adm in is te rs  the  es­
ta te  o f a ba nkru p t?
( f )  W h a t am oun t o f exem ption is 
a llow ed an in d iv id u a l, and under w h a t 
s ta tu te?
(g )  W ith in  w h a t pe riod  o f tim e  
a fte r  a d ju d ic a tio n  m ust P e tit io n  fo r  
d ischarge be filed , and in  w h a t C ourt?
5. (a ) W hen are the  con tracts o f an 
in fa n t  (a ) v a lid ; (b ) vo id ; (c ) vo id ­
able?
(b )  W h a t are (a ) s im p le  con trac ts ; 
u n ila te ra l con trac ts ; (c ) b i la te ra l con­
trac ts?
(c ) W h a t are the elem ents o f a v a lid  
con trac t?
(d ) Name a t least fo u r  agreem ents, 
con tracts o r prom ises w h ich  are vo id  
unless they com ply w ith  the so-called 
S ta tu te  o f F rauds.
(e) W hen goods are sold by an 
auctioneer, w h a t procedure is neces­
sary in  o rde r to  b r in g  such sale w ith in  
the p rov is ions o f the  S ta tu te  o f F rauds?
6. (a ) Do you deem i t  im p o rta n t to 
m ake a w ill?  I f  so, state y o u r reasons.
(b ) W here  husband and w ife  own 
rea l estate by the  e n tire ty , w h a t proce­
dure, i f  any, is req u ire d  to  be taken  in  
the eve n t o f the death o f e ith e r hus­
band o r w ife?
(c ) W ho ad m in is te rs  the  estate o f 
a decedent? W h a t C o urt has exclusive 
ju r is d ic tio n ?
(d ) W h a t is m eant by an adm in is ­
t ra to r  w ith  the w i l l  annexed?
(e ) W ith in  w h a t tim e  m ust an exe­
c u to r o r a d m in is tra to r file  h is in ven ­
to ry?
( f )  W h a t is m eant by “ C om m ission­
ers on C la im s,”  and by w hom  are they 
appointed?
7. (a ) U nde r w h a t circum stances 
are d irec to rs  o f a co rp o ra tion  au thorized  
to  declare d iv idends, and w h a t are the 
lia b il it ie s  o f d ire c to rs  fo r  dec la ring  an 
unau tho rized  d iv idend?
(b ) W h a t procedure is necessary 
where a co rp o ra tion  desires to  se ll and 
convey a ll o f its  p ro p e rty  to  ano the r 
co rpora tion?
(c ) State several m ethods fo r  w in d -
D eb its .
in g  up, d isso lv ing  o r o therw ise  te r ­
m in a tin g  the  corpora te  existence o f any 
co rp o ra tio n  o f th is  State.
8. Nam e several k in ds  o f p a rtn e r­
ships.
(b ) In  w h a t C oun ty  office, i f  any, 
m ust a ce rtif ica te  o f co -partne rsh ip  be 
filed?
 (c )  W ho m ay become partners?
(d )  One p a rtn e r purchased p ro p e rty  
fo r  the  use o f the  firm , b u t in  h is  own 
name, tho ugh  w ith  the  m oney o f an­
o th e r pa rtn e r, and the  p ro p e rty  was ac­
t u a l ly  used as f irm  assets. W o u ld  said 
p ro p e rty  be trea ted  as pa rtn e rsh ip  as­
sets, o r as a re s u lt in g  tru s t?
(e) S tate d iffe rence between p a rtn e r­
sh ip  and co rp o ra tion .
9. S tate the  p rov is ions o f the  so- 
ca lled  “ B u lk  Sales L a w ”  o f the  State 
o f M ich igan .
1 0. G ive a d e fin itio n  o f the  term s 
“ la w ” ; “ t o r t ” ; “ e q u ity .”
(b ) Nam e several cases where the 
Chancery C o u rt has exclusive ju r is d ic ­
tio n .
(c ) In  w h a t C o u rt are so-called “ ad­
m ira lty ”  C o u rt cases tr ie d ?
(d )  W here a person comes w ith in  
the  p rov is ions o f the  W orkm ens Com­
pensation Law , and in  the  course o f his 
em p loym ent, he receives an in ju ry ,  
w h a t tr ib u n a l has ju r is d ic t io n  in  the  
f ir s t  instance? Can e ith e r p a rty  ap­
peal, and i f  so, to  w h a t C ourt?
PRACTICAL ACCOUNTING
W ednesday A fternoon, Nov. 7, 1928 
1 p. m. to  5 p. m.
P rob lem  (1 ) 25 C redits.
T r ia l balances o f Com pany A  and its  
subsid iaries a t December 31, 1927, are 
as fo llo w s :
N o te s  r ece iv a b le  .............
A ccou n ts r ec e iv a b le  
In ven tory , Jan . 1, 1927 . 
M a teria l p u rch a ses
L abor ......................................
M a n u fa ctu r in g  ex p e n ses
S e llin g  ex p e n ses  ...............
A d m in is tr a tiv e  ex p e n ses
M ach in ery  an d  eq u ip m en t ....................................................................
D iv id en d s  p a id  ...............................................................................................
I n v e s tm e n ts :
F ir s t  m o r tg a g e  bon ds o f  Co. A  ( fa c e  v a lu e , $300 ,000)
C a p ita l s to c k  o f  Co. B  ..................................................................
C ap ita l s to c k  o f  Co. C ..................................................................
G ood -w ill ..........................................................................................................
C om pan y C om p an y C om p an y
A. B . c .
$231,000 $50,000 $30,000
70,000 25,000 18,000
265,000 260,000 80,000
140,000 110,000 70,000
500,000 370,000 400,000
440,000 340,000
215,000 200,000
95,000 50,000 80,000
65,000 30,000 50,000
1,200,000 410,000 100,000
550,000 224,000 10,000
200,000 100,000 90,000
306,000
850,000
330,000
100,000
T o ta l ....................................................................................................... 5,251,000
C red its.
N o te s  p a y a b le  ............................
A ccou n ts p a y a b le  ....................
A ccru ed  l i a b i l i t i e s ....................
N o te s  r ec e iv a b le  d isco u n ted
D iv id en d s  rece iv e d  ...........................................................................
F ir s t  m o r tg a g e  bon d s ....................................................................
R e serv e  fo r  d ep recia tion — b u i ld in g s ......................................
R e se r v e  fo r  d ep recia tion — m a ch in ery  an d  eq u ip m en t
2 ,169,000 1,234,000
$60,000 $65,000 $70,000
140,000 95,000 51,000
35,000 20,000 11,000
15,000 25,000
1,400,000
162,000
800,000
1,000,000 600,000
........ . 
240,000 30,000 15,000
130,000 24,000 3,000
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R e se r v e  fo r  d o u b tfu l a c co u n ts  .................................................................. 19,000 10,000 4,000
C a p ita l s to c k  .......................................................................................................  2 ,000,000 500,000 300,000
S u rp lu s  ......................................................................................................................  250,000 400,000 180,000
T o ta l .......................................................................................................  5 ,251,000 2 ,169 ,000  1 ,234,000
Co. A — P a r e n t  com p an y .
Co. B — A  s u b s id ia r y  o f  w h ich  A  o w n s  90 p er  c en t o f  th e  stock , p u rch ased  J a n u a r y  1, 1927, 
a t  c o s t  a s  sh o w n .
Co. C— S e llin g  co m p a n y  o f  w h ic h  A  o w n s  80 p er c en t o f  th e  stock , p u rch ased  J a n u a r y  1, 
1924, a t  c o s t  a s  sh o w n . A t  th e  d a te  o f  p u rc h a se  th e  n e t  a s s e ts  o f  C  w ere  $420,000.
The in ven to ries  a t Decem ber 31,
1927, fo llo w :
C om p an y A ................................................  $260,000
C om pan y B  ................................................ 200,000
C om pan y C ................................................  150,000
A t  December 31, 1927, the au thorized  
ca p ita l s tock o f Company B was in ­
creased $200,000.00. O f the  increase 
in  au thorized  stock, $180,000.00 was 
sold to  A  fo r  cash, a t par, and $20,-
000.00 was issued to  Com pany D, a 
sm a ll com petito r, in  exchange fo r  th a t 
com pany’s assets, l ia b ilit ie s , and busi­
ness. F o llo w in g  is a balance sheet o f 
Com pany D a t December 31, 1927:
A S S E T S
C ash  ...............................................................  $7,000
A ccou n ts r e c e iv a b le ............................... 9,000
I n v e n t o r ie s ................................................... 15,000
M ach in ery  an d  e q u ip m e n t ................ 10,000
T o ta l ................................................  41,000
L IA B IL IT IE S
A cco u n ts  p a y a b l e ...................................  $20,000
R e se r v e  fo r  d ep rec ia tio n  —  m a ­
ch in ery  a n d  e q u ip m e n t ...................  3,000
C a p ita l s t o c k .............................................. 10,000
S u rp lu s ..........................................................  8,000
T o ta l ................................................  41,000
The fo llo w in g  a d d itio n a l in fo rm a tio n  
is su b m itte d :
Inc lu de d  in  notes payable o f Com­
pany A  a t December 31, 1927, are notes 
ag g re ga tin g  $20,000.00 payable to  
Com pany B w h ich  B has discounted a t 
its  bank, tog e the r w ith  $5,000.00 o f its  
custom ers ’ notes. Notes payab le o f 
C om pany C, $70,000.00, are fo r  m oney 
advanced by Com pany A .
The accounts rece ivable o f Com pany 
A  inc lude  $20,000.00 due fro m  Com­
pany C and $25,000.00 due fro m  Com­
pany B , w h ile  the  accounts rece ivable 
o f Com pany B  inc lude  $31,000.00 due 
fro m  Com pany C.
The b u ild in g  occupied by Com pany 
C was purchased fro m  Com pany A  fo r  
$100,000.00 on Jan u a ry  1, 1925, a l­
th o u g h  the  cost to  A  was b u t $80,-
000.00. C has p rov ided  fo r  deprecia­
t io n  a t the  ra te  o f 5 per cent per annum  
fo r  3 years.
A t  Jan u a ry  1, 1927, the  date A  ac­
qu ire d  90 per cent o f the  ca p ita l s tock 
o f B, the  in v e n to ry  o f  C inc luded  goods 
purchased fro m  B on w h ich  B made a 
p ro fit  o f $10,000.00, and also inc luded  
goods purchased fro m  A  on  w h ich  A  
made a p ro fit  o f $20,000.00.
D u rin g  the  yea r 1927, Com pany B
sold goods to  Com pany C a m o u n tin g  to  
$250,000.00 and Com pany C also p u r­
chased goods fro m  A  a m o u n tin g  to  
$150,000.00.
The in ven to ries  o f Com pany C a t 
December 31, 1927, in c lud e  in te r-com ­
pany p ro fits  as fo llo w s :
On g o o d s  p u rch ased  fro m  A ........... $15,000
On g o o d s  p u rch a sed  fr o m  B  . . . . .  8,000
On the  basis o f the  above in fo rm a tio n  
prepare a consolida ted balance sheet 
a t December 31, 1927, in c lu d in g  the  
accounts o f Com pany D. A  conso li­
dated sta tem ent o f incom e fo r  the  year
1927 is no t re q u ire d  a lth o u g h  one m ay 
be sub m itte d  i f  desired.
P rob lem  ( 2 ) — 20 C redits.
The Henderson X  Co., a pa rtn e rsh ip  
cons is ting  o f J. J. Henderson, F . C. 
Maybee and J. S. Crosby, conducted a 
spec ia lty  m a n u fa c tu r in g  business in  
w h ich  M r. H enderson had fu rn ish e d  a ll 
the  cap ita l w h ile  the  o th e r tw o  fu r ­
n ished th e ir  services in  the  m anage­
m ent o f the  business.
In  A p r i l,  1924 i t  was decided to  in ­
corpora te  and se ll s tock to  ou ts ide  p a r­
ties  fo r  expansion and c o n tin u a tio n  o f 
the  business, so the  fo llo w in g  sta tem ent 
was file d  w ith  the  M ich iga n  Securities 
Com m ission and made up the  open ing 
balance sheet fo r  the  H enderson X  Co.,
In c o rp o ra te d :
A S S E T S
C ash  in  b a n k .............................................  $332.14
N o te s  r e c e iv a b le ......................................  9 ,865.72
A cco u n ts  r e c e iv a b le ............................... 52,095.81
J. J. H en d erso n  ......................................  562.24
M ateria l an d  fin ish ed  g o o d s ........... 70,814.24
L an d  ...............................................................  5 ,800.00
B u ild in g s  ..................................................... 52,500.00
M ach in ery  ..................................................  38,575.00
T ools an d  e q u ip m e n t ............................  14,153.50
Office f u r n i t u r e ........................................  1 ,172.15
A u to m o b ile s  ................................................  1 ,000.00
P a tte r n s  an d  d r a w i n g s .......................  8 ,200.00
P re p a id  e x p en se  ...................................  21,818.49
E x p er im en ta l w ork  ..............................  123,110.71
T o ta ls  .............................................  400,000.00
L IA B IL IT IE S
A cco u n ts  p a y a b l e ...................................  $66,047.60
N o te s  p a y a b l e ...........................................  1 ,944.97
A ccru ed  p a y ro ll ......................................  1,442.35
A ccru ed  ta x e s  ...........................................  1 ,495.90
P referred  s to ck  is su ed  .......................  150,000.00
N o  p a r  sto ck — 50,000 sh a r e s  . . . .  50,000.00
S u rp lu s ..........................................................  129,069.18
400,000.00
P ra c tic a lly  a l l th e  stock subscribed 
fo r  was in  the  name o f J. J. H enderson, 
and no a d d itio n a l s tock was so ld  b u t
the co rp o ra tion  con tinued  to  operate 
fo r  a few  m onths, and the  fo llo w in g  
sta tem ent was prepared fro m  th e ir  
books as o f O ctober 31, 1924, a t w h ich  
t im e  they  w e n t in to  the  hands o f a 
rece iver.
A S S E T S
N o te s  r e c e iv a b le ......................................  $18 ,990.50
A cco u n ts  r ece iv a b le  ............................  63 ,323.66
C o n sig n m en ts  r ec e iv a b le  ..................  8 ,475.88
M erch an d ise  in v e n t o r i e s ....................  20,618.44
L a n d  ...............................................................  5,800.00
B u ild in g s  .....................................................  52,500.00
M ach in ery  ................................................... 38,575.00
F a c to r y  e q u ip m e n t .................................  13,398.13
Office f u r n i t u r e ............. ........................... 1,290.90
A u t o m o b i le s ................................................  1,000.00
P a tte r n s  a n d  d r a w i n g s .......................  9 ,125.00
P rep a id  ex p e n ses  ............................ 12,042.30
E x p er im en ta l w o rk  ..............................  123 ,110.71
T o t a l s ................................................  368,250.52
L IA B IL IT IE S
B a n k  o v e rd ra ft ......................................  $2,328.88
N o te s  p a y a b l e ...........................................  14,190.67
A ccou n ts p a y a b l e .................................... 65,810.03
J. J . H e n d erson  ......................................  7 ,900.00
M. F in a n c e  C o r p o r a t io n ....................  32,301.41
A ccrued  ta x e s  (d u e )  ............................  3 ,624.60
P re ferred  s t o c k ........................................  150,000.00
N o  p a r  s t o c k .............................................. 50,000.00
Su rp lu s ..........................................................  42,094.93
368,250.52
O f the Notes Payable, $5,190.67 were 
in  fa vo r o f trade  cred ito rs  and $9,000.00 
fo r  bank loans against w h ich  the  bank 
he ld a b la n ke t m ortgage. O f the  c re d it 
to  J. J. Henderson, $6,500.00 rep re­
sented advances made d u r in g  Ju ly , A u ­
gust, September and October to  cover 
payro lls , and fo r  w h ich  he to o k  assign­
ments o f the  la bo r c la im s. Advances 
received fro m  the M. F inance Corp. 
were offset b y  the  assignm ent o f Ac­
counts Receivable to  the  extent o f $44,- 
350.96 on a 20 per cent d iscount basis.
The Receiver sold the  Real E state 
and B u ild in g s  fo r  $48,000.00, collected 
$14,206.94 fro m  accounts and notes re ­
ceivable no t assigned to  the  M. F inance 
C orpo ra tion , and the f u l l  am oun t ac­
co rd ing  to  co n tra c t on the  assigned ac­
counts. Inve n to rie s  were closed o u t fo r  
a to ta l o f $5,000.00 cash and a ll the 
re m a in in g  assets were disposed o f fo r  
$10,600.00. The R eceiver’s expenses 
d u rin g  period  o f a d m in is tra tio n  were 
$8,946.20, and the  co u rt a llow ed a fee 
o f $2,500.00 fo r  h is services.
W ith o u t g iv in g  any  considera tion  to 
item s o f in te re s t e ith e r payable o r re ­
ceivable, prepare a R e a liza tio n  and L iq ­
u id a tio n  sta tem ent, also a Receiver's 
f in a l cash account show ing a ll Receipts 
and D isbursem ents and liq u id a tin g  d iv i­
dends.
P rob lem  ( 3 ) — 5 Credits.
The C alhoun C itizens F inance Com­
pany derives i t ’s sole revenue fro m  
loans made on the  fo llo w in g  basis: A  
note is d ra w n  fo r  the  face am o un t o f 
the  loan fro m  w h ich  is deducted a sm a ll 
in ves tig a tion  fee and 6 pe r cent in te r-
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
CREDITS
Balance of
Investigation Unpaid Loans
Loans Fees Interest at End of
Made. Deducted. Deducted. Each Month.
January . . $30,000 $450 $1,800 $30,000
February 40,000 500 2,400 68,000
March . . . 50,000 600 3,000 112,000
April ......... 50,000 600 3,000 152,000
May ......... 60,000 650 3,600 190,000
June ......... 60,000 650 3,600 220,000
July ......... 70,000 700 4,200 265,000
August . . 80,000 800 4,800 315,000
September 80,000 800 4,800 350,000
October . . 90,000 900 5,400 400,000
November 100,000 1,000 6,000 450,000
December 100,000 1,000 6,000 490,000
If the above data is insufficient for a 
correct determination, explain and il­
lustrate the manner in which you would 
make the computation if you had access 
to the records.
PRACTICAL ACCOUNTING II
Problem (1) 25 Credits.
You are auditing the books of the X  
Manufacturing Company for the year 
ended December 31, 1927. The Com­
pany began business on January 1, 1927, 
and at the end of the year the accounts 
in the general ledger were as follows:
Cash .......................................... $1,000
Accounts receivable.............  17,000
Materials ................................. 40,000
Goods in process .................. 40,000
Finished goods ......................  34,000
Land .......................................... 30,000
Buildings .................................  100,000
Machinery and equipment.. 68,000
Dividend paid ........................  20,000
Net profit for 1927 ...............  $22,500
Accounts p ayab le.................. 21,500
Notes payable ......................  100,000
Allowance for depreciation. 6,000
Capital s to c k ........................  200,000
350,000 350,000
As the above schedule shows, the 
operating and income accounts had been 
closed before the books were turned 
over to you. In the course of your in­
vestigations you find an account called 
“Expense Control Account” of which 
the following is a summary.
DEBITS
Office salaries .....................................  $10,000
Indirect factory la b o r......................  5,000
Advertising .......................................... 5,000
Factory superintendence ...............  5,000
Factory power and light ...............  35,000
Office expense ...................................  8,000
Factory repairs ................................. 5,000
Factory supplies................................. 4,000
Salesmen’s salaries ..........................  12,000
Depreciation —  Buildings and ma­
chinery .............................................. 6,000
Sales discounts ...................................  4,000
Directors’ f e e s .....................................  1,000
Interest paid .......................................  6,000
Bad d eb ts .............................................. 4,000
Total debits ............................. 110,000
CREDITS
Interest earned ...................................  $2,000
Purchase discounts ..........................  8,000
Balance applied to cost sheets at
rate of 100 per cent of direct
labor ..................................................  100,000
Total c re d its ..........................  110,000
You also discover that the property 
taxes on the factory were not paid for 
the year 1927 and that the amount was 
$3,000. In addition the accountant in 
charge had failed to take the income 
tax of 1 3½ per cent into consideration.
Material purchased during 1927 less 
material returned amounted to $220,- 
000.
The inventory of work in Process on 
December 31, 1927, was made up as 
follows:
Material c o s t .......................................  $18,000
Direct la b o r ..................................... . 11,000
Burden cost (at 100 per cent of
direct labor) ...................................  11,000
Total .........................................  40,000
There is only one product of which 
5,000 units were finished during 1927 
and 4,500 were sold at $73.00 each.
(a) Prepare a Statement of Income 
and Expense together with a schedule 
showing the unit cost of goods manu­
factured, and a corrected balance sheet 
as of December 31, 1927.
(b) Write a letter to the accountant 
of the Company explaining the changes 
you have made in his cost figures and 
advising him of the correct method of 
handling burden charges.
Problem (2 )— 1 2½ Credits.
From the following data determine 
net income for the period ended June 
30, 1928 and compute the Federal in­
come tax payable for the period.
The. X  corporation was incorporated 
July 2, 1927 and began operations Sep­
tember 1, 1927. The corporation’s pro­
fit and loss debits and credits for the ten 
months ended June 30, 1928 were as 
follows:
Gross profit from operations . . .  
Interest Received:
Notes receivable..........................
Domestic corporation bonds, 
containing 2 per cent tax free
covenant c lau se ........................
Liberty b on ds...............................
Bonds of State of Michigan . .  
Dividends:
Domestic corporations................
Canadian corporations .............
Profit on Sale of Securities: 
Bonds of State of Michigan . .  
Stocks (corporation purchased 
100 shares of its own stock 
at 95 and sold them there­
after at 105) .............................
Profit on Sale of Real E state :
Lot (cost $2,000, selling price 
$4,000, commission paid $200. 
The company has received 
$1,000 of the selling price an d 
the balance is payable month­
ly on a land contract) .........
Total
DEBITS
Selling and administrative ex­
penses .........................................
Depreciation:
Buildings (new brick construc­
tion in use since September 
1, 1927— 5 per cent on cost
of $40,000) .................................
Furniture and fixtures (8 1-3 
per cent on cost at September
1, 1927, at $10,000) ...............
Automobiles and trucks (25 per 
cent on cost at September 1,
1927, at $16,000) ....................
Losses on securities:
Stocks (Corporation purchased 
100 shares of A. B. C. Cor­
poration stock on March 15,
1928, for $5,000, and 100 
shares in same company on 
May 25, 1928, for $4,500 ; sold 
100 shares on June 1, 1928, 
for $4,400) .................................
Bonds (On June 30, 1928, cor­
poration owned bonds which 
cost $5,000. However, on 
that date the bonds had a 
market value of $4,500. The 
corporation wrote down the 
bonds to market value) . . . .  
Taxes Paid :
Incorporation fee, State of
Michigan .................................
Customs duties ............................
Real estate t a x e s ........................
Paving t a x .....................................
State auto license t a x e s ...........
Bad d eb ts ............................................
Reserve for bad debts (Reserve 
arrived at after analysis of 
accounts receivable at June 30,
1928) ................................................
Amortization of bond discount 
(issue of $100,000 dated Sep­
tember 1, 1927, sold at 88). 
Bonds redeemable as follows:
Sept. 1, 1928 .........  $20,000.00
Sept. 1, 1929 .........  20,000.00
Sept. 1, 1930 .........  20,000.00
Sept. 1, 1931 .........  20,000.00
Sept. 1, 1932 .........  20,000.00
Discount written off (1-5 of
$12,000) ............................................
Interest on bonds (includes 2 per 
cent income tax paid at source 
of $120) ..........................................
$135,000.00
600.00
500.00
425.00
800.00
600.00
300.00
150.00 
1,000.00
119
1,800.00
141,175.00
$98,000.00
2,000.00
833.33
4,000.00
600.00
500.00
1,000.00
200.00 
1,500.00
150.00
550.00
350.00
2 , 000.00
2,400.00
6,120.00
est, the balance being received by the 
borrower. The face amount of the note 
is repaid in twelve equal monthly or 
fifty-two equal weekly installments.
From the following table of data for the 
year 1927, you are to compute the de­
ferred income for unearned discount as 
at December 31, 1927:
120 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T April,
L ife  in su ra n ce  p rem iu m s on liv e s  
o f  officers, p o lic ie s  in  fa v o r  o f
corp ora tion  ........................................  1,000.00
C a sh  d isco u n ts  (a llo w e d  $3,000,
r e serv e  fo r  d isco u n ts  $ 1 ,0 0 0 ) . .  4,000.00  
L o ss  on  b u ild in g  d em o lish ed  (c o r ­
p o ra tio n  p u rch a sed  la n d  and  
b u ild in g  fo r  $45,000. S h o rtly  
a fte r  p u rch a se  a  b u ild in g  w a s  
torn  d ow n  to  p rov id e  p a rk in g  
sp ace. F ir e  in su ra n ce  o f  $5,000  
w a s  in  fo rce  on  b u ild in g  prior  
to  d e m o litio n ) ...................................  5 ,000.00
130,203.33
P rob lem  ( 3 ) — 1 2 ½ C redits.
In  a u d itin g  the  accounts o f the  Hom e 
La nd  C o rpo ra tion  fo r  the  year 1928, 
you find  th a t the  Company, d u r in g  the  
yea r unde r rev iew , sold the C ad illac 
A pa rtm e n ts , w h ich  i t  had  constructed 
in  1926 on la nd  purchased th a t year a t 
a to ta l cost fo r  bo th  la nd  and b u ild in g  
o f $140,000.00, toge the r w ith  the  a p a rt­
m en t fu rn is h in g s , w h ich  cost $10,000.
00. The deprec ia tion  p ro p e rly  a llo w ­
able had been taken  on the  books 
am o un ting  to  $2000.00 fo r  the  b u ild in g  
and $1000.00 fo r  the fu rn is h in g s . There 
was a m ortgage o f $75,000.00 aga inst 
the  p ro pe rty .
The b u ild in g  and fu rn is h in g s  were 
sold on la nd  con trac t. You exam ine the 
con tra c t and observe th a t the  con tra c t 
se llin g  p rice  was $195,000.00, the  down 
paym ent $46,000.00, and th a t subse­
quen t paym ents made in  cash d u r in g  
the  rem a ind e r o f the  year 1928 to ta lle d  
$2,000.00 p r in c ip a l and $2,100.00 in te r ­
est.
Y ou fin d  th a t the  dow n paym ent con­
sisted o f a house and lo t  on P op la r 
D rive , ha v in g  a m a rk e t va lue  o f $30,-
000.00 aga inst w h ich  was a m ortgage o f 
$9 ,000 .00; a house and lo t  on Schelley 
S treet, h a v in g  a m a rk e t va lue  o f $7,-
000.00, aga inst w h ic h  was a m ortgage 
o f $3,000.00 and a land  con tra c t rece iv­
able fo r  the  sale o f a house and lo t  on 
Covenant S treet, ha v in g  a face va lue o f 
$7,000.00 and a m a rk e t va lue  o f $5,-
000.00, aga inst w h ich  was a m ortgage 
payable o f $2,000.00.
F o r the  in fo rm a tio n  o f the  c lien t, you 
are requested to  su b m it w ith  yo u r re ­
p o rt a s ta tem ent show ing  the  above 
transa c tion  and a r r iv in g  a t the  correct 
ne t p ro fit  earned th e re fro m  in  1928, 
bearing  in  m in d  th a t the  co rp o ra tion  
a lready  has a taxable ne t p ro fit  fro m  
o th e r sources and desires th a t the  in ­
come tax  be as fa ir  to  them  fo r  th is  
yea r as is consisten t w ith  good ju d g ­
m ent.
THEORY OF ACCOUNTING
T hursday A fternoon, November 8, 1928 
1 :30  to  5 :3 0
1. ( a )  N a m e  th e  v a r io u s  fo rm s  o f 
C a p ita l  S to c k  a n d  h o w  c re a te d ,  s t a t in g  
th e  r ig h ts  a n d  p r iv ile g e s  o f e a c h .
(b )  N am e  5 c la s se s  o f b o n d s ;  d e sc rib e
b r ie fly  each class in  reg a rd  to issue, p u r­
chase, redem ption , etc.
2. E x p la in  in  d e ta il the  th e o ry  o f de­
p re c ia tio n  in  its  va rious  phases.
3. Should a m a n u fa c tu r in g  concern 
invo ice  its  goods sent to  a branch  house:
1. A t  s e llin g  price, o r
2. A t  p re v a ilin g  wholesale p rice  o f 
the  same o r s im ila r  goods ob ta inab le  at 
open m arke t, o r
3. A t  cost?
State reasons fu lly .
4. The stockho lders o f a co rp o ra tion  
au tho rize  the  issue o f $500,000.00 of 
bonds. $200,000.00 o f these bonds, 
d u ly  reg is te red  and ce rtifie d  by the 
T rustee, were re tu rn e d  to  the  corpora ­
t io n  and disposed o f as fo llo w s :
The co rp o ra tion  sold $75,000.00 fo r  
cash, pledged $75,000.00 as c o lla te ra l 
secu rity  fo r  the  paym ent o f its  notes 
and re ta ined  $50,000.00.
H ow  shou ld  th is  issue o f bonds ap­
pear on the  Balance Sheet?
5. Describe th ree  s tandard  m ethods 
o f ca lcu la tin g  deprec ia tion .
Describe tw o  s tandard  m ethods o f 
reco rd in g  deprec ia tion  on the  books.
Is  a D eprec ia tion  Reserve a lia b i l i ty ,  
an asset, o r a p ro p rie to rs h ip  item ?
H ow  w o u ld  you show a D eprec ia tion  
Reserve on the  Balance Sheet? I l lu s ­
tra te .
6. S tate yo u r v iew s o f a p rope r d i f ­
fe re n tia t io n  between:
(a ) C ap ita l expend itu re  and ex­
penses.
(b ) C u rre n t Incom e and D e fe rred  In ­
come.
(c ) D e fe rred  Charges and D e fe rred  
Assets.
7. Describe 2 m ethods o f tre a tin g  ac­
crua ls  and state the  advantage o r w eak­
ness o f each m ethod.
8. Give examples o f the  p rope r en­
tr ie s  w hen the  fo llo w in g  transactions 
occur in  respect to  Notes Receivable:
(a ) W hen a N ote is  received.
(b ) W hen a N ote is d iscounted.
(c ) W hen a N o te  is pa id .
(d )  W hen a N ote is p a r t ly  pa id  and a 
new N ote is received fo r  the  balance.
(e ) W hen a d iscounted N ote is co l­
lected by the  Bank.
( f )  W hen a d iscounted N ote is d is- 
honored.
9. G ive J o u rn a l E n tr ie s  c los ing  p a r t­
nersh ip  books and open ing co rp o ra tion  
books in  a case w here the  p a rtn e rsh ip  is 
sold, the  co rp o ra tion  paym en t to  be 
made in  common  and p re fe rred  stock o f 
the  co rpo ra tion .
10. (a ) W h a t is a Reserve?
(b ) Give 3 examples show ing  p u r­
pose fo r  w h ich  Reserves are created.
(c ) W h a t is a S in k in g  F und?
(d )  W h a t is its  purpose?
AUDITING
1. A  f irm  h a v in g  several branches 
m a in ta ins  in  its  ledger an account w ith
each branch, and charges to  such ac­
coun t a l l  goods de live red  to  the  branch 
fo r  s tock, the  accounts receivabe a ris ­
in g  fro m  sales by the  branch, and the 
cash co llected by the  branch. A t  the  
end o f the  year the  balance o f each 
b ranch is trea ted  as an o rd in a ry  account 
rece ivable and is in c lud ed  in  the  gen­
e ra l assets o f the  firm .
(a ) In  c e r t ify in g  the  accuracy o f the  
f irm ’s Balance sheet, w o u ld  you pass 
such Accounts Receivable?
(b ) I f  no t, s tate y o u r ob jections.
(c ) H ow  w o u ld  you deal w ith  the  ac­
counts?
2. Describe a t some le n g th  the  scope 
o f y o u r w o rk  in  connection  w ith  some 
recent a u d it upon w h ich  you have been 
engaged. R e la te  the  na tu re  o f the  bus i­
ness (n o t the  c lie n t ’s nam e.)
3. H o w  w o u ld  you ob ta in  the  p ro fit  
o r loss o f a concern whose books are 
kep t by s ing le  en try?
4. Y ou are to  m ake an a u d it o f a 
co rp o ra tion . Y ou le a rn  th a t i t  owns 
several sub s id ia ry  Companies and also 
owns a c o n tro ll in g  in te re s t in  another.
S tate w h a t in fluence th is  know ledge 
w ou ld  have upon you w ith  respect to 
p ro v in g  the  accuracy o f the t r ia l  balance 
g iven to  you, and w h a t steps you w o u ld  
take , and w hy.
5. A  m a n u fa c tu r in g  com pany makes 
too ls  and o th e r equ ipm en t fo r  use in  its  
ow n p lan t, ch a rg in g  them  to the  Capi­
ta l Asset accounts a t m a rk e t va lue  
“ w h ich  is in  excess o f cost,”  c re d it in g  
the  d iffe rence between m a rk e t and the  
cost va lue to  P ro f it  and Loss fo r  the  
pe riod  in  w h ich  the  too ls and equ ipm ent 
are m anufac tu red .
W h a t is y o u r c r it ic is m , i f  any, o f th is  
procedure?
6. To w h a t exten t w o u ld  you, as an 
a u d ito r, accept as accurate a s ta r t in g  
Balance Sheet, bo th  as to  facts and 
figures.
7. To w h a t po in ts  w o u ld  you give 
special a tte n tio n  in  exam in ing  the  ac­
counts o f a co rp o ra tion  fo r  a pe riod  o f 5 
years, i f  you were re ta ined  in  the  in ­
te res t o f a bond house con tem p la ting  
the p lac ing  o f a bond issue?
8. Upon a u d itin g  the  books o f the  
“ A ”  Com pany you fin d  th a t its  costs are 
based upon s tandard  o r p rede te rm ined  
costs, the  cost system ty in g  up w ith  the  
genera l accounts. A l l  ca lcu la tions  are 
based upon a n o rm a l 75 per cent capa­
c ity . H ow ever, d u r in g  the  year opera­
tions  ra n  fro m  90 per cent to  95 per 
cent capacity, w ith  the  re s u lt th a t fac­
to ry  overhead was over-absorbed to  th e  
exten t o f $75,000.00, w h ich  rem a ins as 
a c re d it balance in  the  bu rden  co n tro l 
account.
E xp la in , w ith o u t us ing  figures, w h a t 
shou ld  be done w ith  th is  c re d it balance.
9. P repare a l is t  o f im p o rta n t m a t­
ters, w ith  re ference to  the  ite m  o f In ­
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ven tories , which, re q u ire  a tte n tio n  in  
m a k ing  a Balance Sheet a u d it.
10. M ay a ce rtifica te  o f a Balance 
Sheet be qu a lified  w ith o u t necessarily  
re fle c tin g  on the  v a l id i ty  o f the  Balance 
Sheet?
I f ,  in  yo u r op in ion , such m ay be the  
case, s tate the cond itions and w r ite  tw o  
certifica tes  as il lu s tra t io n s .
11. S tate several fac to rs  w h ich  en ter 
in to  d e te rm in in g  the  ne t p ro fits , under 
the  un rea lized  gross p ro fit  m ethod, in  
connection  w ith  an in s ta llm e n t fu rn itu re  
com pany and how  you w o u ld  tre a t each.
12. Y ou have been re ta ine d  by a 
wholesale house whose e n tire  s tock o f 
m erchandise has ju s t  been destroyed by 
fire .
S tate the  procedure you w o u ld  fo llo w  
in  an e ffo r t to  approx im a te  the  loss.
ECONOMICS AND PUBLIC FINANCE
F rid ay  A fternoon, Novem ber 9 
1 to  5
W e have ju s t  had a p re s id e n tia l elec­
t io n  in  w h ich  m any issues were p re ­
sented. L is t  a l l those w h ich  had an 
econom ic aspect and the n  discuss each 
one.
W e are no t in te res ted  in  w h a t you r 
pe rsona l view s o r op in ions are. W e ex­
pect th a t every ho ld e r o f a C. P. A . cer­
tif ic a te  shou ld  be able to  present a sh o rt 
consisten t s ta tem ent w ith  rega rd  to  each 
o f these economic problem s.
QUESTIONS AND ANSW ERS 
DEPARTMENT
(C o n tin u e d  f r o m  pa g e  104) 
averaged $430,000. A d d in g  back the  
no n -re c u rr in g  ite m  o f bond in te re s t 
the  ne t earnings, w o u ld  average $490,-
000. O f course th is  average w o u ld  
have to  be ad justed  to  changes fo r  in ­
come ta x ; b u t assum ing fo r  the  p u r­
pose o f il lu s tra t io n  th a t the  in te re s t 
ite m  is the  o n ly  one, then  th is  ite m  
m ig h t be described in  th is  w ay:
“ The ne t earn ings o f Com pany A  as
ce rtif ie d  by Messrs. ------------ a fte r  g iv in g
effect to  ce rta in  n o n -re c u rr in g  charges, 
averaged $490,000 a n n u a lly  fo r  the five 
years ended December 31, 19 28.”
B u t th is  is no t favo red. Ins tead the 
ite m  m ig h t be b e tte r described as fo l­
low s:
“ The ne t earn ings o f Com pany A  as 
ce rtifie d  by Messrs. ----------------  a fte r  be­
in g  ad justed  fo r  e lim in a tio n  o f bond 
in te re s t (ave rag ing  a n n u a lly  $60,000) 
averaged $490,000 a n n u a lly  fo r  the 
five years ended December 31, 1928.”  
F re q u e n tly  the re  are a num ber o f 
these charges to  be e lim in a te d  o r  ad­
ju s te d . U su a lly  the  charge fo r  fede ra l 
incom e ta x  is ad justed  to  the  ra te  fo r  
the  c u rre n t year.
T here are, so fa r  as the  w r ite r  
knows, no de fin ite  ru les  in  rega rd  to  
w h a t item s m ay be ad jus ted . Good
ju d g m e n t ind ica tes to  the  accoun tant 
w h a t item s shou ld  be ad jus ted  to  m ake 
the  data com parable w ith  the  new con­
d ition s . The fa c t th a t the item s are 
d e fin ite ly  described and the am ounts 
g iven  acts as a safeguard aga inst im ­
p ro pe r e lim in a tio n . No accoun tant or 
f irm  o f accountants can a ffo rd  to issue 
a s ta tem ent s ta tin g  th a t they have e li­
m inated an ite m  w h ich  ob v ious ly  is no t 
o f the n o n -re cu rr in g  class. A nd  i f  
they d id , no inves tm en t house cou ld 
a ffo rd  to  issue the  c irc u la r . I t  w o u ld  
act lik e  a boom erang, h u r t in g  the  sale 
o f the  secu rity  and thus de fea ting  the  
ve ry  purpose they  hoped to  accom plish. 
In  a d d itio n , the  ha rm  to th e ir  rep u ta ­
tions w ou ld  be m ost severe.
In  th is  connection i t  is in te re s tin g  to 
note th a t secu rity  c ircu la rs  sponsored 
by houses th a t are m em bers o f the 
New Y o rk  Stock Exchange appear to  
fo llo w  a de fin ite  po licy  o f describ ing  
e lim in a tio n s  and g iv in g  the  am ounts. 
U n doub ted ly  o th e r houses do the  same, 
even w ith o u t the  superv is ion  o f the 
exchange.
In  c losing, i t  is o n ly  fa ir  to  say th a t 
in  the  past the  phrase “ a fte r  g iv in g  ef­
fec t to  ce rta in  n o n -re c u rr in g  charges”  
has been looked upon as p rope r. B u t 
we are today  fac in g  a de fin ite  stage o f 
progress and i t  is  to  be hoped th a t  the  
accountants w i l l  do th e ir  p a r t in  in ­
s is tin g  upon d e sc rib ing  the  e lim in a ­
tions and the  am ounts the reo f.
Solution to  Problem No. 3, Part II, 
Practical Accounting, W iscon­
sin C .P .A . Exam ination 
November, 1928
P rocedure of Solution
The f irs t  essentia l in  p re p a rin g  a so­
lu t io n  o f th is  p rob lem  is to  m ake sure
th a t the  m ethod o f keep ing the  records 
a t the  hom e office and a t the fa c to ry  
branch is s a tis fa c to r ily  reconciled  w ith  
the  account balances as the y  appear in  
the  tw o  t r ia l  balances, and th e  so lu tio n  
then  m ust g ive effect to  th is  un de r­
s tand ing  o f the system  o f accounts.
I t  appears fro m  an inspection  o f the  
tw o  t r ia l  balances, fo r  exam ple, th a t 
the  fa c to ry  c o n tro l de b it o f $280,000 
on the  New Y o rk  books represents the  
beg inn ing  in ven to ries  and the  im p res t 
fu n d  on the  M ilw aukee  books, and the  
fa c to ry  expense de b it o f $852,500 
covers a l l o th e r debits  on the  M il­
w aukee books w ith  the  exception of 
accounts rece ivable, $15,000 and sales 
rem ittances, $210,000. These tw o  
debits  do n o t appear to  have a cor­
respond ing de b it on the  New Y o rk  
books b u t they  are  offset by a c re d it 
o f a lik e  am oun t in  a “ Sales— U nclassi­
fied ”  account on the  M ilw au kee  books. 
The analys is  o f sales re m a in in g  in  ac­
counts rece ivable appears to  ind ica te  
th a t sales are n o t necessarily  classified 
as they are p u t on the  M ilw au kee  books 
b u t th a t the y  are classified by the  tim e  
the  sales rem ittances  are fo rw a rd e d  to 
New Y o rk . F ro m  these facts i t  is con­
cluded th a t  the  sales rem ittances  of 
$210,000 have been inc luded  in  the  
c lassified sales shown on the  N ew  Y o rk  
t r ia l  balance and in  th e  cash on hand 
and in  bank, and th a t the  accounts re ­
ceivable o f $15,000 have no t ye t been 
recorded on the New Y o rk  books.
The ad jus tm en ts  to  the  M ilw aukee  
t r ia l  balance re flec t the  un de rs tand ing  
o f the  system  as exp la ined above. A d ­
ju s tm e n ts  (1 )  and (4 )  cancel the  o ld  
in ven to ries  and set up the  new th ro u g h  
the H om e Office C o n tro l Account. A d ­
ju s tm e n t (2 ) cancels the  n o m in a l ac-
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W O R K IN G  S H E E T  
D ecem b er  31. 1928
T ria l B a la n c e  
D ec. 31, 1928 A d ju stm en ts
D eb it C red it D e b it C red it D eb it
R a w  M a ter ia l ............................ $70,000 (4 )  $58, 000 (1 )  $70,000 $58,000
G oods in  P r o c e ss  .................... 45,000 (4 )  51,500 (1 ) 45,000 51,500
F in ish ed  G oods ......................... 90,000 (4 )  87,600 (1 ) 90,000 87,600
P ro d u ctiv e  L a b o r ....................... 460,000 (2 )  460,000
M ateria l P u rc h a se s  .................. 325,000 (2 )  325,000
In su ran ce  ...................................... 3,000 (2 ) 3,000
T axes, property  ......................... 11,000 (2 ) 11,000
R ep a ir s  ........................................... 5,000 (2 ) 5,000
F a c to r y  S u p p lies  ....................... 6,500 (2 ) 6,500
In d irect L abor ............................ 34,000 (2 ) 34,000
A uto T ru ck E x p e n s e ............... 7,000 (2 ) 7,000
P la n t  A d d itio n s— 1928 .......... .1 ,000 (2 ) 1,000
C ash — Im p rest F u n d  ............. 75,000 75,000
S a le s— U n c la ss if ied  .................. $225,000 ( 3 )  225,000
A cco u n ts  R ece iv a b le  . 1 .......... 15,000 15.000
N e w  Y ork  R e im b u rse m en ts . 852,500 ( 2 )  852,500
S a le s  R e m itta n c es  .................. 210,000 (3 ) 210,000
H om e Office C ontrol ............. 280,000 (1 )  205,000 (4 )  197,100
( 3 ) 15,000
T o ta ls  ................................... 1,357,500 1,357,500 287,100
A d ju sted  T r ia l B a l. 
D ec. 31, 1928
C red it
$287,100
287,100
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counts and “ P la n t A d d itio n s  1928”  
aga ins t “ New Y o rk  R e im bursem ents ,”  
and a d ju s tm e n t (3 ) cancels Sales- 
U nclassified aga inst Sales R em ittances 
and Hom e Office C o n tro l accounts.
The ad justm ents  to  the  New Y o rk  
t r ia l  balance g ive effect to  the  M il­
waukee ad jus tm en ts  and ta ke  account 
o f the  accruals and prepa id  insurance. 
A lth o u g h  th e  unexp ired  insurance and 
accrued taxes and p ro d u c tio n  la bo r are 
M ilw aukee  item s, i t  is n o t necessary to  
m ake a d ju s tm e n t o f these on the  M il­
waukee t r ia l  balance.
In  c a lc u la tin g  deprec ia tion  i t  is as­
sumed th a t the  p la n t a d d itions  d u rin g  
1928 were made a t va rious  tim es and 
were in  use an average o f one-ha lf 
year.
A ccrued in te re s t is ca lcu la ted on the 
assum ption  th a t a l l in te re s t to  Novem ­
ber 1st has been paid.
A d jus tm en ts  (1 ) ,  ( 6 ) ,  ( 7 ) ,  and (8 ) 
tra n s fe r to  the  New  Y o rk  books the  in ­
ven to rie s  and o the r accounts involved, 
in  the  opera tion  o f the M ilw aukee  fac­
to ry  as shown on the  M ilw au kee  w o rk ­
in g  sheet.
A d ju s tm e n t (2 ) provides fo r  depre­
c ia tion . In  m ak in g  th is  ad ju s tm e n t i t  
is assumed th a t a l l deprec ia tion  on the 
M ilw aukee  properties  is a m a n u fa c tu r­
in g  expense, b u t the  deprec ia tion  on 
the  New Y o rk  p rope rties  is charged 
s im p ly  to  deprec ia tion . A  p o rtio n  of 
th is  deprec ia tion  m ig h t p ro p e rly  be 
charged u lt im a te ly  aga inst re n ta l in ­
come, b u t no a tte m p t has been made to 
pro  ra te  i t  between re n ta l expense and 
expense o f m a n u fa c tu r in g  and se llin g  
a p roduc t. The to ta l deprec ia tion  is 
eas ily  de te rm ined  in  a side ca lcu la tion .
A d ju s tm e n t (3 ) trans fe rs  bond in ­
te res t f ro m  re n ta l expense. The p rob ­
lem  states th a t the  am oun t pa id  fo r  the 
year is in c lud ed  in  re n ta l expense since 
the  bonds are s ix  per cent. On the 
to ta l issue o f 600,000, th is  w o u ld  in ­
d icate th a t  $36,000 had been charged 
aga inst re n ta l expense. As an o ffse t to 
th is  the  p rob lem  states th a t the  open­
in g  accrua l was p ro p e rly  ad justed  on 
M ay 1st. There was accrued a t th a t 
tim e , $6,000 w h ich  ap pa ren tly  had been 
set up as o f the  beg inn ing  o f the year. 
The tra n s fe r o f th is  ite m  to re n ta l ex­
pense le f t  a ne t charge aga inst re n ta l 
expense o f $3 0,000.
A d ju s tm e n ts  (4 ) ,  (5 ) ,  (9 ) ,  and (10 ) 
set up accrued receivables and pay­
ables and prepa id  insurance.
A fte r  a l l ad jus tm en ts  have been en­
te red  on the  tw o w o rk in g  sheets, the 
balance sheet and p ro fit  and loss s ta te­
m ent are re a d ily  prepared fro m  the 
tw o  ad justed  t r ia l  balances.
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( 7) 
( 8) 
( 2 ) 
( 1 0 )
197,100
15,000
37,525
2,500
( 6 )$2 0 5 ,0 0 0
1 )
9)
1,000
750
W O R K IN G  S H E E T  
D ecem b er 31. 1928
T ria l B a la n c e  
D ec. 31, 1929
D eb it C red it D eb it C red it
C ash  on  H a n d  ..................  $1,000
C ash  in  B a n k  ....................  146,500
N e w  Y ork  P ro p er tie s  . . 1,250,000
M ilw a u k ee  P la n t  .............  750,000 ( 1 ) $1,000
A cco u n ts  R ece iv a b le  . . .  300,000
F a c to r y  C ontrol ...............  280,000
F a c to r y  E x p en se  ............. 852,500
S ellin g  and A d m in is tr a ­
tiv e  E x p en se  ...............  350,000
B on d s Issu ed  ....................  $600,000
S u rp lu s  ................................. 515,000
A cco u n ts  P a y a b le  ..........  120,000
C ap ita l S to ck  .................. 1 ,000,000
R en ta l Incom e .................. 285,000 (
R e n ta l E x p en se  ............. 210,000 (
S a le s :
C om m od ity  A  ...............  680,000 ( 8 )
C om m od ity  B  ...............  420,000 ( 8 )
C om m od ity  C ...............  308,000 ( 8)
C om m od ity  D  ...............  212,000 ( 8 )
D ep rec ia tio n  on N e w  
Y ork  P ro p er tie s  . . . .
R eser v e  for  D ep rec ia tio n  
B on d  In te r es t E x p e n s e . .
A ccru ed  B on d  In terest
P a y a b le  ............................ ( 4 )  6,000
R e n ts  R ece iv a b le  ............. ( 5 )  4,250
In v en to ry  A d ju stm en t
A cco u n t ............................
U n ex p ired  In su ra n ce  . .
A ccru ed  T a x es  ..................
A ccrued  W a g e s  P a y a b le
5) 4,250  
3) 30,000
5,000
3,000
6, 000 
1 ,000
( 2 ) 50,025
( 2 ) 12,500
( 3) 30,000 
( 4 ) 6,000
( 6) 205,000 ( 7 ) 197,100  
( 9 ) 750
( 1 0 ) 1,000
(1 0 )  1,500
A d ju sted  T ria l B a l. 
D ec. 31, 1928
D eb it
$1,000
146,500
1,250,000
751,000
300,000
287,100
890,775
350,000
180,000
12,500
36,000
4,250
205,000
750
C red it
$600,000
515,000
1 2 0 ,000 
1 ,0 0 0 ,0 0 0
289,250
685,000
423,000
314,000
213 ,000
50,025
6,000
197,100
1,000
1,500
4,140,000 4,140,000 4,414,875 4,414,875
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B A L A N C E  S H E E T
D ecem b er  31, 1928
A S S E T S
C urrent A s s e t s :
C ash  on H an d  ..........................................................  $1,000
C ash— F a c to r y  Im p rest F u n d  ............................  75,000
C ash  in  B a n k  ...............................................................  146,500
--------------  $222,500
A cco u n ts  R ece iv a b le  .............................................. 315,000
R e n ts  R ece iv a b le  .....................................................  4,250
In v e n to r ie s  :
R a w  M a ter ia l ........................................................ 58,000
G oods in  P ro c ess  ................................................ 51,500
F in ish e d  G oods .....................................................  87,600
--------------  197,100
T ota l C urrent A s s e t s ......................................
F ix e d  A s s e t s :
N e w  Y ork P ro p ertie s  .............................................. 1,250,000
M ilw au k ee  P la n t ........................................................ 751,000
2,001,000
L e s s — R eserv e  for  D ep r ec ia tio n  ....................... 50, 025
T o ta l F ix e d  A ss e ts  .............................................
D eferred  C h a r g e s :
U n ex p ired  In su ra n ce  ................................................
T o ta l A sse ts  ............................................................
$738,850
1,950,975
750
2,690,575
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L IA B IL IT IE S  
C urren t L ia b il i t ie s :
A cco u n ts  P a y a b le  .....................................................  120,000
A ccrued Taxes .................................................... 1,000
A ccrued W ages P ayab le  .................................. 1,500
A ccrued B ond In te re s t P a y a b le ....................  6,000
T o ta l C urren t L ia b ilit ie s  ..............................  128,500
F ix e d  L ia b il i t ie s :
B o n d s  Issu e d  ............................................................. 600,000
T o ta l L ia b ilit ie s  .....................................................  728,500
N E T  W O R T H
C ap ita l S tock  .................................................................. 1,000,000
S u r p lu s :
B a la n c e , J a n u a ry  1 ................................................  515,000
*N et P ro fit for  y e a r  ................................................  447,075
B a la n ce , D ecem b er 31 .............................................  962,075
T o ta l N e t W orth  ..................................................  1,962,075
T o ta l L ia b ilit ie s  an d  N e t  W orth  ...............  2 ,690,575
*S u b jec t to  F e d e r a l In com e T ax .
T H E  AM O O R M A N U F A C T U R IN G  C O M PA N Y  O F  N E W  Y O R K  
P R O F IT  A N D  L O SS S T A T E M E N T
F o r  th e  y e a r  en d in g  D ecem b er  31, 1928
S a le s :
C om m od ity  A  ........................................................................................................................................ $685,000
C om m od ity  B  ........................................................................................................................................ 423,000
C om m od ity  C ........................................................................................................................................ 314,000
C om m od ity  D  ........................................................................................................................................ 213,000
T o ta l S a le s  ........................................................................................................................................ 1 ,635,000
C ost o f  G oods S o ld :
F in ish e d  G oods In v en to ry , Jan . 1 ................................. $90,000
M a n u fa ctu r in g  C o s t s :
G oods in  P r o c e ss  In v en to ry , Jan . 1 ....................... $45,000
M a te r ia l:
In ven tory , Jan . 1 ......................................  $70,000
M ater ia l P u rch a ses  ...................................  325,000
395,000
L e s s — In ven tory , D ec. 31 ....................  58,000
--------------  337,000
P ro d u ctiv e  L ab or  ...........................................  461,500
M a n u fa ctu r in g  E x p e n s e s :
In d irec t L ab or  .............................................  34,000
R epa irs  ...................................................... 5,000
F a c to ry  Supplies ....................................  6,500
A u to  T ru c k  Expense ...........................  7,000
D eprec ia tio n  .............................................  37,525
Insu rance  .................................................  2,250
T axes , p rop erty  ...........................................  12,000
--------------  104,275
947,775
L e s s — G oods in  P r o c e ss  In v ., D ec. 31 . . 51,500
C ost o f  G oods M an u fa ctu red  ............. 896,275
986.275
L e s s — F in ish ed  G oods Inv ., D ec. 3 1 . .  87,600
C ost o f  G oods Sold  ...................................  898,675
G ross P ro fit on  S a les  ................................................  736.325
S e llin g  an d  A d m in is tr a tiv e  E x p e n ses  ...............  350,000
D ep rec ia tio n  on  N e w  Y ork  P ro p er tie s  ..........  12,500
--------------  362,500
  373,825
O ther In com e :
R e n ta l In com e ........................................................ 289,250
D e d u c t :
R e n ta l E x p e n se  ................................................  180,000
B on d  I n te r e s t  E x p e n se  ............................  .  36,000
--------------  216,000
--------------  73,250
*N e t  P ro fit fo r  Y ea r  ............................... 447,075
*S u b jec t to  F ed era l In com e T ax .
ANNOUNCEMENTS
A. D. Macleod, C. P. A., announces th a t 
he has purchased the in terests of A. S. 
M acfarlane, C. P. A., in  the firm  of Mac­
leod, M acfarlane & Company, and is con­
ducting  the business under the firm  name 
o f A. D. Macleod & Company in  the same 
offices th a t the firm  has occupied fo r the 
last ten years, Suite 1128 I. N. Van Nuys 
B u ild in g , Los Angeles, C a lifo rn ia .
M cLaugh lin  and Company announce 
th a t they have opened an office a t 1413 
Pioneer B u ild ing , St. Paul, M inn.
Seehoffer, K in s le y  & Company have ad­
m itted  Simeon Janes and H erbe rt C. 
Sheppard, and the firm  w i l l  be hereafter 
know n as Seehoffer, K ins ley, Janes and 
Sheppard, Certified P ub lic  Accountants, 
w ith  offices a t 840 B uh l B u ild ing , D e tro it, 
M ichigan.
George H. Rudd, C. P. A., who was 
manager o f the Muskegon, M ich igan, o f­
fice of Jonathan B. Cook & Company, has 
gone to  Los Angeles to  take charge o f a 
new ly opened office there and Raymond C. 
M aihofer, C. P. A., w i l l  act as manager 
o f the Muskegon office.
H. A. Sayre & Company, Certified Pub­
lic  Accountants, announce the rem oval o f 
th e ir  offices to  100 N o rth  La Salle Street, 
Chicago, I llin o is .
Announcem ent is made of the organ­
iza tion  o f John R. B a rtiz a l Company, 
Certified Pub lic Accountants, w ith  offices 
a t 75 East W acker D rive , Chicago, I l l .
Lyb ran d , Ross Bros. &  M ontgom ery 
announce th a t P r io r  S in c la ir, C. P. A ., 
o f the  New Y o rk  office, has been ad­
m itte d  to  m em bersh ip in  the  firm .
R eyno ld  E . B lig h t,  C. P. A ., o f Los 
Angeles has been appo in ted F ranch ise  
Tax Com m issioner o f C a lifo rn ia .
F re d e ric k  L . Mead &  Son, A ccount­
ants and A u d ito rs , announce the  re ­
m ova l o f th e ir  offices to  523 Cooper 
S treet, Camden, N ew  Jersey.
F. W. La fren tz  & Company, Certified 
Pub lic Accountants, 100 Broadway, New 
Y o rk  C ity , announce the adm ission to  
P artnersh ip  o f G. R. Geddy, C. P. A., a t 
R ichm ond, V irg in ia , Thomas A. W il­
liam s, C. P. A., a t New Orleans, Louisiana, 
and the appo intm ent of M r. M e lv in  D. 
Moersh as Resident Manager a t Cleve­
land, Ohio, and M r. W ill ia m  Zanker a t 
the New Y o rk  office as manager o f th e ir  
departm ent devoted to  the a u d iting  and 
system atiz ing o f Stock B rokers ’ Ac­
counts, and the prepara tion  of Answers 
to  the Q uestionnaire from  Stock E x­
changes.
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A n  announcem ent has been received to 
the  effect th a t The A m erican  A u d it  As­
sociation, an accounting firm , w ith  exe­
cu tive  offices a t 1223 Chem ica l B u ild ­
in g , St. Lou is , Mo., has com ple ted a r­
rangem ents w ith  independent account­
in g  firm s, who w i l l  thus be affiliated, in  
77 c ities, rep resen ting  26 States, and 
th ree  c itie s  in  Canada. The B oard  o f 
D irec to rs  consists o f T o rbe t V ic k ro y , 
C. P. A . (P re s .), St. Lou is , M o.; C. B. 
Smeeton, C. P. A ., Chicago, I l l in o is ;  
H o ra tio  A. Roney, C. P. A., In ­
d ianapo lis , In d ia n a ; Lo u is  H . Reed, 
C leveland, O h io ; and Lou is  J. Bog- 
g iano, J r . (S ec 'y ), St. Lou is , M issouri.
NOTES
N a tio n ’s Business fo r  F eb ru a ry  con­
ta in s  an a rt ic le  on “ The N a tu ra l B us i­
ness Y ea r,”  by  A r th u r  R. T ucke r, m an­
ag ing  e d ito r  o f Th e A m e rica n  A ccou n t­
a n t.
In  the  M arch issue o f the  F in a n c ia l 
D ia ry , pub lished by B en ja m in , H i l l  &  
Co., m em bers o f the  New  Y o rk  E x ­
change, H e rrm a n n  H e rskow itz , C. P. A ., 
c o n trib u te d  an in te re s tin g  a rt ic le  on 
“ The F u tu re  o f C hain S tores.”
F o rm e r V ice  P res ide n t Chas. G. 
Dawes heads a C om m ission w h ich  w i l l  
m ake an in ve s tig a tio n  o f the  finances o f 
the  D o m in ican  R epub lic  and recom ­
mend methods o f im provem ent in  its  
system o f economic and financ ia l ad­
m in is tra t iv e  o rg an iza tio n , bo th  na­
t io n a l and m un ic ip a l. The Com m is­
sion inc ludes: G eneral Charles G. 
Dawes; Gen. James G. H a rbo rd , o f 
New  Y o rk , p res iden t o f the  R ad io  Cor­
p o ra tio n  o f A m erica ; Sum ner W elles  o f 
W ash ing ton , fo rm e r A m erican  Com­
m iss ione r to  the  D om in ican  R epub lic ;
H . C. S m ithe r, o f La w re ncev ille , I l l i ­
nois, fo rm er ch ie f co-ordinator, in  the 
U n ite d  States budget system  and now 
vice p res iden t o f the  In d ia n  R e fin in g  
Co.; J. C lawson Roop, o f Chicago, fo r ­
m er ass is tant d ire c to r o f the  U n ited  
States B ureau o f the  B ud ge t; T. W . 
Robinson, o f Chicago, vice p res iden t o f 
th e  I l l in o is  Steel Co.; H e n ry  P. Seide­
m ann, o f W ash ing to n  (the  ho ld e r o f a 
D is tr ic t  o f C o lum b ia  C. P. A . ce rtifica te  
and a m em ber o f The A m erican  So­
c ie ty ) ,  associated w ith  the  In s t itu te  o f 
G overnm ent Research; E. Ross B a r t­
ley, secre ta ry to  the  v ice pres ident, 
who w i l l  act as secretary.
Thomas R. L i l l ,  a member of the So­
c ie ty  and a member of our Com m ittee on 
Pan-Am erican Relations, has been spend­
in g  some tim e  in  Chile where he has been 
rendering  service to  the Government in  
connection w ith  its  accounting and finan­
c ia l m atters. He is re tu r in g  home sho rtly
and is p lann ing  to  make sho rt stops in  
A rgentina , U ruguay, B raz il, Venezuela 
and perhaps some other countries, fo r  
the purpose of g e tting  in  touch w ith  the 
accountants in  those loca lities. He has 
been designated by President Upleger as 
the official representative o f The A m e ri­
can Society in  these m atters and com­
missioned by W. B. Castenholz, the  C ha ir­
man of our Committee on Pan-American 
Relations, to  get first-hand in fo rm a tio n  
as to  ways in  w h ich  the accountants of 
th is  country  can be of assistance to  our 
South and Centra l Am erican brothers. 
A t  the same tim e M r. L i l l  w i l l  endeavor 
to develop an in te rest in  the In te rn a tio n a l 
Congress on Accounting, w h ich  is to  be 
held in  New Y o rk  the week of Septem­
ber 9, 1929.
PRIZES
The E xecu tive  C om m ittee  o f the  In ­
te rn a tio n a l Congress on A ccou n tin g  has 
been able th ro u g h  the generos ity  o f one 
o f its  members to  o ffe r th ree  prizes in  
connection w ith  papers presented fo r  
cons idera tion  a t the Congress.
The com petito rs  m ust be m em bers of 
a recognized accoun ting  o rg an iza tio n , 
ju n io rs  in  a pu b lic  acco un ting  office or 
s tudents a tte n d in g  an accoun ting  class 
in  any recognized accoun ting  school 
( in c lu d in g  correspondence schools) in  
the w o rld ; m ust be under th ir t y  years 
o f age and m ust w r ite  on some sub jec t 
in  th e  o ffic ia l p rog ram  o f the  Congress.
In  the  o r ig in a l p lan , papers were to  
be sub m itte d  be fore M ay 1, b u t the  
E xecu tive  C om m ittee has extended the  
tim e  u n t i l  June 1, 1929. I t  has no t ye t 
been de te rm ined  w h e the r the  persons 
rece iv ing  aw ards w i l l  read th e ir  papers 
a t the  Congress o r no t, b u t the y  w i l l  be 
p rin te d . The judges a re : P. W . R. 
G lover, P res iden t o f the  New  Y o rk  
S tate Society o f C e rtified  P u b lic  A c­
coun tan ts ; John T. Madden, Dean o f 
the  School o f Commerce, Accounts, and 
F inance, o f th e  U n iv e rs ity  o f New Y o rk , 
and R oy B. K este r, P ro fessor o f Ac­
coun ting , C o lum b ia  U n iv e rs ity .
NEW  QUARTERS FOR AC- 
COUNTANTS CLUB
The Accountants Club o f Am erica, Inc., 
moved in to  its  new club quarters at H ote l 
M on tc la ir, 49th and Lex ing ton  Avenue, 
New Y o rk  C ity, on Monday, M arch 25. 
I t  is  expected th a t on the com pletion of 
the en tire  quarters to  be used there w i l l  
be a general housewarm ing.
Reports from  a couple o f members th is  
week ind ica te th a t the arrangem ents are 
m uch more sa tis facto ry tha n  heretofore. 
I t  is expected th a t the New Y o rk  State 
Society o f Certified P ub lic  Accountants 
w h ich  has held its  meetings a t the 
W aldorf-A sto ria  fo r  m any years, w i l l  
he reafter use the  new quarters o f the 
Accountants Club.
BOOK REVIEW
F ede ra l Incom e T a xa tio n : Joseph J.
K le in , Ph. D., C. P. A ., L L . B. John
W ile y  and Sons, Inc ., New Y o rk .
The in e v ita b le  rea c tion  a fte r  a f irs t 
read ing  o f D r. K le in ’s m onum enta l 
w o rk  on “ F edera l Incom e T a xa tio n ,”  is 
one o f su rp rise  th a t a book on such a 
com plex tech n ica l sub jec t cou ld  have 
been made so readable. Even the u n in it i­
ated laym an can and w i l l  read w ith  in ­
te res t th is  exp lica tio n  o f in tr ic a te , and 
he re to fo re  u n in te llig ib le , phases o f in ­
come tax  procedure.
C loser s tudy  reveals th a t c la r ity  and 
s im p lic ity  o f expos ition  are n o t by any 
means a tta ined  a t the  expense o f 
thoroughness. On the o th e r hand, the 
fine po in ts  of the  m u lt i fo rm  aspects o f 
the  question have been trea te d  in  such 
d e ta il th a t no essentia ls o f a tech­
n ic ia n ’s com plete handbook are la c k ­
ing . C lothed in  language th a t fu l ly  
in te rp re ts  the  techn ica l phraseology of 
laws, tre a su ry  ru lin g s , and c o u rt de­
cisions, the  hundreds o f top ics to  w h ich  
the  ta x  p ra c tit io n e r  m ust re fe r are re ­
v iewed and discussed in  a m anner th a t 
leaves l i t t le  doub t as to  the  a u th o r ity  
o f the  statem ents. S cho la rly  docum en­
ta t io n  adds n o t a l i t t le  to  the va lue o f 
the book fo r  general students of ta x ­
a tion .
Appea l to  these th ree  groups— la y ­
men, ta x  experts, and scholars— is made 
by s t i l l  an o the r fea tu re , nam ely, the 
sketch o f the  developm ent o f incom e 
ta x a tio n  and th e  constant evidence o f 
the fa c t th a t the  a u th o r is  h o u r ly  fa - 
m il ia r  w ith  the  sub ject in  its  bread 
h is to r ic a l se tting .
B o th  the novice in  ta xa tio n  and the 
expert who desires a u th o r ita tiv e  in fo r ­
m a tio n  on a p a r tic u la r  question m ay 
tu rn  to “ F ede ra l Incom e T a x a tio n ”  
w ith  resu lts  a lm ost as sa tis fa c to ry  as 
i f  he ca lled upon D r. K le in  in  person, 
watched the  a u th o r ity  h u rr ie d ly , bu t 
unob trus ive ly , thum b over numerous 
references, heard  h im  d ra w  facts and 
il lu s tra t io n s  fro m  h is  r ic h  experience in  
the  fie ld , and lis tened  to  h im  present 
these in  language so succinct and clear 
th a t they  w o u ld  be eas ily  understood 
by e lem enta ry  s tudents in  a classroom  
where, in c id e n ta lly , D r. K le in  has long 
p racticed  the  a r t  o f p resen ting  facts 
and ideas. Then the  reader tu rn s  to  
the  task in  hand w ith  a fe e lin g  th a t he 
has looked a t the  p rob lem  fro m  the 
“ inside,”  th rough  the eyes o f an ex­
p e rt w ho has a com plete grasp o f the  
sub ject. The  happy fa c u lty  o f g iv in g  
the  reader th is  sa tis fa c tion  makes o f 
the  book a m aste r s troke.
GEORGE W . ED W A R D S ,
Dean, School o f Business and C iv ic  
A d m in is tra tio n , The College o f the  
C ity  o f New Y o rk .
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Do Your Forms Always
Fit the Machines
R E M I N G T O N  R A N D  B U S I N E S S
Buffalo, N. Y.
Sales Offices in all Principal Cities
REMINGTON RAND BUSINESS SERVICE Inc.
REMINGTON RAND BUILDING, Buffalo, N. Y.
Gentlemen: You may submit samples o f forms for
S E R V I C E  Inc,
Name.
Address_
Firm. 
State.
U n d o u b t e d ly  "Y e s ” if
you believe in standardization 
and purchase all forms from a 
single source. Unquestionably 
"N o” if you order from a variety 
of sources.
The practice of shopping in the 
purchase of letterheads, journal 
and ledger forms, punched 
ledger cards, and general office 
forms leads to a collection of 
misfits that delay office produc­
tion and inflate office expense.
Order and reorder from 
Remington Rand and 
standardize on forms that 
never vary from year to 
year, that fit machines, 
binders, files and books o f 
record perfectly. j
We’ll gladly send 
you further details. 
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STATE SOCIETY NEWS
D IS T R IC T  OF CO LU M BIA  
The qu a rte rly  m eeting of  the D is tr ic t  
o f Colum bia In s titu te  o f Certified P ub lic  
Accountants was held in  the C ity  Club 
on F rid a y  evening, M arch 29. F o llow ing  
the  usua l d inn e r, ro u tin e  business was 
transacted and tw o  hours was devoted to 
a discussion of the report o f the Com m it­
tee on A dve rtis ing . F o r some tim e  there 
has been consideration by those members 
who carried  professional cards or regu la r 
ads in  the  telephone d ire c to ry  as to  
w hether i t  w ould no t be be tte r to  dis­
continue them  and have a group an­
nouncement carried by the  D is tr ic t  In ­
s titu te . P ra c tica lly  tw o-th irds  o f the 
persons in terested were present a t the 
m eeting and signed an agreement to  d is­
continue the in d iv id u a l fea tu re and jo in  
in  the group movement. P rac tica lly  
three-fourths of a ll who had been so ad­
v e rtis in g  were favorable to  the change.
and w h a t resu lts  can be shown in  the 
w ay o f re tu rn s  to  the  in d iv id u a ls  fo r  
the  bene fit o f w h ich  in s titu t io n s  are 
created.
In  add ition  to  a plea fo r accurate re­
ports, the speaker ind ica ted th a t these 
organizations presented to  accountants an 
o p po rtun ity  fo r  fu lf i l l in g  the ob liga tion  
to the public, w h ich  every professional 
m an has, by assisting in  developing bet­
te r systems than  have been o rd in a r ily  
m ainta ined in  connection w ith  these in ­
s titu tions.
R epresentatives o f d iffe re n t types o f 
p h ila n th ro p ic  in s titu t io n s  had been in ­
v ite d  to  be present and jo in e d  in  the  
d iscussion and they  accepted w ith  
p leasure the  suggestions made by the 
speaker. The genera l discussion on the 
p a rt o f m em bers showed th a t m any o f 
them  had rendered a type  o f service 
to  one o r m ore in s titu t io n s  w ith  w h ich  
they were in d iv id u a lly  associated.
D irec to r o f the New Y o rk  State Society 
o f Certified P ub lic  Accountants and past 
Vice President o f the New Jersey Society 
o f Certified P ub lic  Accountants, addressed 
the m eeting on “ The Revenue A c t of
1928.”
The reg u la r m on th ly  m eeting o f the 
P ittsbu rgh  Chapter o f the Pennsylvania 
In s titu te  o f Certified P ub lic  Accountants 
was held a t the Keystone A th le tic  Club 
Thursday evening, January 31, 1929, a t 
6:30 p. m . New Certified P ub lic  Account­
ants, ten  o f whom  were present, were 
honor guests.
Dr. H arvey M. W atk ins , Superinten­
dent o f the P o lk State School, was the 
speaker of the  evening and spoke on the 
subject o f “ The Sub-Standard Man.”
T E X AS
The Dallas Chapter o f the Texas So­
c ie ty  of Certified P ub lic Accountants held 
its  regu lar m on th ly  m eeting on Monday 
n igh t, M arch 25, a t the U n ive rs ity  Club. 
N. J. N o rre ll, manager o f the Dallas 
Cham ber o f Commerce, spoke on the 
sub ject, “ H ow  A ccountan ts  m ay Co­
opera te w ith  Chambers o f Com m erce.”
W ASH IN G TO N  
The Seattle Chapter of the  W ashing­
ton Society o f Certified P ub lic Account­
ants held a m eeting M arch 20, a t w h ich  
Lawrence Giles was the  ch ie f speaker, 
discussing the  problems of organ ization 
and a d m in is tra tio n  o f an accounting 
office.
STATE BOARD NEWS
R H O D E  IS LA N D  
A t a recent m ee ting  o f the  Rhode Is ­
land  State B oard  o f A ccountancy the 
fo llo w in g  officers were elected fo r  the 
year end ing  Jan ua ry  31, 1930: C h a ir­
man, E rne s t L . Goodm an; Secretary, 
E a r l S. C la rk ; T reasu rer, R a lph  R. 
B rad ley.
T E X A S
F rom  the M arch issue o f the Texas Ac­
countant we note th a t ou r in fo rm a tio n  
w ith  regard to  the reorgan iza tion  of the 
State Board o f P ub lic  Accountancy, as 
published in  our las t issue, was in  erro r. 
The Board, as now constituted, is J. A. 
P h illip s , Chairm an, H ouston; W. D. 
P rince, D a llas; F. G. Rodgers, San A n­
ton io ; F. L . W ilcox, W aco; and Y. D. 
H arrison , F o r t  W orth .
In  keep ing w ith  the  genera l po licy  of 
P res iden t H oover to  organ ize  the  gov­
e rn m en ta l departm ents  as n e a rly  as 
possible on business lines, i t  is an­
nounced by Postm aste r G eneral B row n, 
th a t  the  new  T h ird  A ss is tan t w i l l  p ro b ­
ab ly  be a ce rtif ie d  p u b lic  accountant. 
A t present, a lm ost the  e n tire  fina nc ia l 
p o licy  o f the  P osta l D epa rtm en t is ca r­
r ie d  ou t by th e  T h ird  Assis tan t.
M ASSACHUSETTS
John T. M adden, C. P. A ., Dean o f 
the  School o f Commerce, Accounts and 
F inance o f the  New Y o rk  U n ive rs ity , 
was the  speaker a t the F e b ru a ry  m eet­
in g  o f the  Massachusetts Society o f Cer­
t if ie d  P u b lic  A ccountants. Dean M adden 
chose as h is  sub ject, “ Quo V ad is A c­
coun tancy,”  and gave an exceeding ly 
s ch o la rly  and in s p ir in g  ta lk  on the 
g ro w th  o f the accoun ting  pro fession and 
the con s tan tly  increas ing  op p o rtu n itie s  
fo r  accountants to  be o f m uch g rea te r 
service to  in d u s try .
N E W  Y O R K
A t  the  m ee ting  o f the  New Y o rk  
S tate Society o f C e rtified  P u b lic  A c­
countan ts, he ld  F e b ru a ry  11, 19 29, new 
B y-Law s w ere adopted sub jec t to a m a il 
vote o f the  m embers. These B y-Law s 
supersede the present C o n s titu tio n  and 
By-Law s.
The re g u la r m o n th ly  m ee ting  o f the 
New Y o rk  S tate Society o f C e rtified  
P u b lic  A ccountan ts was he ld  a t the 
W a ld o rf-A s to ria , on T hursday  evening, 
M arch 21, 1929.
The sub ject fo r  discussion was, 
“ Benevo len t O rgan iza tions and T h e ir 
A c c o u n ta b ility  to  T h e ir S upporte rs .”  
The paper was presented by Charles E. 
M athe r, C. P. A ., o f Stagg, M a the r & 
H ough. I t  was a ve ry  f in e ly  developed 
p resen ta tion  o f a t im e ly  top ic . M ore 
and m ore p h ila n th ro p ic  in s titu t io n s  are 
expected to  present s ta tem ents bearing  
the  ea rm arks o f p ro fess iona l care. 
T here has been such a ra p id  increase in  
the am oun t w h ich  is g iven to  and ex­
pended by these bodies th a t  donors are 
in c rea s ing ly  w o ndering  w h a t p o rtio n  o f 
the  g i f t  is a c tu a lly  u t il iz e d  fo r  the  p u r­
pose fo r  w h ich  the  o rg an iza tio n  exists
N O R T H  C A R O L IN A  
The te n th  sem i-annua l m ee ting  o f the 
N o rth  C a ro lina  A ssocia tion  o f C e rtified  
P u b lic  A ccountan ts w i l l  be he ld  a t the 
Oceanic H o te l, W r ig h ts v ille  Beach, 
N . C., on M onday and Tuesday, June 
24 and 25, next.
W . C. N ichols, C. P. A ., o f W ilm in g ­
ton, N. C., is cha irm an  o f the  M eet­
ings C om m ittee and in  charge o f a l l a r­
rangem ents fo r  th is  conven tion .
P E N N S Y L V A N IA  
A t a m eeting of the Council of the 
Pennsylvania In s titu te  o f Certified Pub­
lic  Accountants, held on January 28, 1929, 
i t  was decided th a t the next annual meet­
in g  of the In s titu te  would be held a t 
Galen H a ll, W ernersv ille , Pennsylvania, 
du rin g  the la tte r  p a rt o f June. I t  was 
also decided th a t u n t il fu r th e r action is 
taken by the Council, new members w i l l  
 no t be charged any dues fo r one year 
a fte r th e ir  election. A  B u lle tin  Com m it­
tee has been appointed to  take charge of 
the issuance of period ica l bu lle tins.
The re g u la r m o n th ly  m ee ting  o f the 
P h ila d e lp h ia  C hapter o f the P ennsyl­
van ia  In s t itu te  o f C e rtified  P u b lic  A c­
coun tan ts  was he ld on T hursday, M arch 
21, 1929, a t the  A r t  C lub, 220 S. B road 
Street.
A r th u r  T. Cameron, C. P. A ., gave 
a ta lk  on the  sub ject, “ R e spo ns ib ility  
o f Accountants fo r  the V e rifica tio n  of 
In ve n to rie s .”
The regu lar mon th ly  m eeting of the 
P hiladelph ia  Chapter o f the Pennsylvania 
In s titu te  o f Certified P ub lic  Accountants 
was held on Tuesday, F ebruary  19, 1929, 
a t the A r t  Club, 220 S. Broad Street, P h il­
adelphia. W a lte r H . Staub, Certified 
Pub lic Accountant, member o f the firm  of 
Lybrand, Ross B ros. and M ontgom ery;
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Accounting by 
Machine Methods
The Design and Operation of Modern Systems
By H. G. SCHNACKEL and HENRY C. LANG
Of the Firm of Lang, Schnackel & Co., Certified Public Accountants.
T O professional and executive accountants alike, this important new book provides a 
starting point for the study of the whole problem 
of organizing accounting routine under machine 
methods and of choosing and installing the most 
suitable equipment. It is an impartial, author­
itative guide which you can follow from the pre­
liminary survey of any company’s needs to de­
vising and operating the completed system of 
machined records.
Starts w ith Your Problems— 
Not with Machines
The authors have had extensive experience in 
design and installation of machine applications for 
accounting and statistical work, both in small and 
moderate sized concerns as well as in large com­
panies of national repute.
Recognizing that to start planning the instal­
lation of machine methods from the standpoint 
of the machines is hopelessly confusing, they have 
made this emphatically a book on meeting the re­
quirements of your problem—whether it be put­
ting in machines to replace pen methods, or 
getting the maximum out of machines you al­
ready have available by better organization. It 
is in no sense a catalog of individual machines.
Gives Information You Must Have 
to Choose and Apply Equipment
By considering the fundamental principles involved in 
the use of machines, this book enables you to answer scores 
of questions w ith which you may previously have felt your­
self unable to  cope satisfactorily.
Surveying a business to find the type of machines it 
should have; application of the proper equipment; develop­
ment of the most suitable routine for handling all ordi­
nary paper work and accounting processes—billing, 
accounts receivable and accounts payable, installm ent sales, 
m aterials control, payrolls, general and subsidiary ledgers, 
etc.—these are the things you have to plan and accomplish, 
and these are the things the book covers. Even wage and 
bonus plans for operators are discussed in detail.
Here Is What This Book Does:
1. Answers the questions of “how” and “w here” machines 
can be effectively applied in any individual business;
2. Shows you just what economies and other betterments 
you can expect machines to accomplish;
3. Explains types of machines available, and characteristics 
of each according to work it is required to perform;
4. Describes fu lly  the operative accounting routine required 
for best results from each type;
5. Shows how machines can be successfully installed and 
operated in  representative lines of business.
556 Pages—105 Charts and Forms
Helps You See How and Where 
Savings Can Be Effected
You know from experience how m aterially changed, in 
most cases, is the “orthodox” or “norm al” procedure for 
machines from th a t under the fam iliar “pen methods.”
These changes are the foundation  of the big savings you 
can make or suggest for any company adopting mechanical 
accounting methods. The combination of several opera­
tions into one; elim ination of certain records; constant 
cross-checks provided th a t render much detail work unnec­
essary; direct dovetailing of accounting processes with 
work of other departm ents—these are just a few of the 
resources which the ingenious accountant has a t his com­
mand and of which th is book helps you make good use.
Examine the Book Yourself
In helping you secure these advantages for your com­
pany or your clients, Accounting by Machine Methods 
brings you inform ation the development of which repre­
sents an investment of untold thousands of dollars on the 
part of accounting machine m anufacturers and of com­
panies which have installed mechanical equipment. Yet 
here it  is complete, ready for use, between the covers of 
one handy volume priced a t $7.50.
W ill you examine this book i f  we send it to you, delivery 
charges prepaid? Just fill out and mail the form below.
U se T h is O rder F o rm
The Ronald Press Company
15 E ast 26 th  S treet, New York, N. Y.
S end  m e p o s t p a id  A c co u n tin g  b y  M a c h in e  M ethods,
t h e  n e w  b o o k  b y  S c h n a c k e l  a n d  L a n g .  W i t h i n  five 
d a y s  a f t e r  i t s  r e c e ip t ,  I  w i l l  e i t h e r  s e n d  y o u  $7.50 in 
f u l l  p a y m e n t  o r  r e t u r n  t h e  b o o k  to  you .
N a m e  .........................
( P l e a s e  p r i n t )  
B u s in e s s  A d d r e s s
M. 134
C i ty S t a t e
F i r m .......................................  P o s i t i o n
Signature
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ARBITRATION
Word has been received th a t the 
State Draft A rbitration Bill which had 
been passed by both houses of the 
Idaho Legislature, was vetoed by Gov­
ernor Baldridge on March 19, 1929.
NEW  YORK C. P. A . ACT
(Continued from page 103)
public accountant of the state in good 
standing, and th a t no state or political 
subdivision of the United States has re­
voked the certificate of certified public 
accountant of any partner of such co­
partnership for his misconduct. The 
regents shall have power in their dis­
cretion, or upon the recommendation of 
the board, after notice and a hearing, 
to revoke the registration of any copart­
nership pursuant to this section ob­
tained by either misrepresentation or 
suppression of any m aterial fact, or in 
case the certificate or indorsement of 
any partner thereof shall be revoked 
as provided in this article, or in case 
any other state or political subdivision 
of the United States shall for his mis­
conduct revoke the certificate of cer­
tified public accountant issued to any 
partner by such state or political sub­
division, or in case at any time such 
copartnership shall not have a part­
ner who is a certified public account­
ant of the state in good standing and a 
resident of or regularly engaged with­
in the state in the public practice of ac­
countancy, or in case any partner of 
such copartnership who is not a certi­
fied public accountant of the state shall 
reside or engage within the state in the 
public practice of accountancy, or in 
case any person shall become a partner 
in such copartnership without notice 
thereof being given in writing to the de­
partm ent not later than one month 
thereafter. Whenever the registration 
of any copartnership pursuant to this 
section shall have been revoked, the
Classified Advertisements
Advertising copy for this page should be 
received in the office of THE CERTIFIED 
PUBLIC ACCOUNTANT not later than the 
25th day of the month preceding the month 
of publication. Rates for “Help Wanted” and 
"Situation Wanted,” $3.00 per inch or frac­
tion thereof (7 lines to an inch) for one in­
sertion. The rate for “Miscellaneous” is $5.00 
per inch for each insertion.
W E FIND that our files of Directories are 
short for the one issued February, 1926. 
Any members who are not keeping a file of 
the Directories that have one, are requested 
to send it to us.
ACCOUNTANTS, practicing and those con­
tem p latin g  entering public practice may 
have their names listed in new Account­
ants D irectory (go in g  to press soon). 
No charge w hatsoever. W rite, telephone  
or call for inform ation blank at once. 
ACCOUNTANTS DIRECTORY PUBLISH ­
ING CO., 1776 Broadway, New York City.
proof of such registration shall not be 
admissible in evidence in any civil or 
criminal action, prosecution, trial, hear­
ing or proceeding arising out of or 
founded upon any provision of this a r­
ticle with respect to any m atter or thing 
occurring subsequent to the date of 
such revocation.
Sec. 1498. Department supervision. 
The provisions of this article shall be 
administered subject to sections forty- 
five and fifty-one of this chapter.
Sec. 1498-a. The same. Subsequent 
to January first, nineteen hundred and 
thirty-eight, every candidate for exami­
nation for a certificate as a certified 
public accountant shall present evi­
dence that he has satisfactorily com­
pleted the course of study in a college 
or school of accountancy registered by 
the department as maintaining a satis­
factory standard, and that prior to the 
beginning of his course of study in 
such college or school of accountancy 
he satisfactorily completed a four year 
high school course approved for this 
purpose or the equivalent as deter­
mined by the commissioner of educa­
tion.
Sec. 1499. Effect of invalid provi­
sions. If the courts of the state or of 
the United States shall adjudge any sec­
tion or sections, provision or provisions 
of this article unconstitutional or void,
then such determination shall affect 
only the section or sections, or pro­
vision or provisions so adjudged to be 
unconstitutional or void, and shall not 
affect any other section or provision of 
this article.
Sec. 2. This act shall take effect im­
mediately.
ACCOUNTANTS
Your Office Problem  Solved!
Complete office facilities, private of­
fice or desk-room space with private 
entrance, confidential secretarial and 
expert report typing, listings in tele­
phone and building directories, spa­
cious reception and conference rooms, 
complete library. New building, 
centrally located, beautifully fur­
nished (or unfurnished), charges 
within reach of every practitioner.
OUT-OF-TOWN- ACCOUNTANTS 
desiring a New York and Washing­
ton Office will find our accommoda­
tions ideal.
Charges from  $25.00 annually up. 
W rite, telephone or call for complete 
particulars.
Accountants Exchange, Inc.
“An Institution designed to make the 
Accounting practice congenial and free 
from undue embarrassment.”
1776 Broadway New York
Telephone, Circle 6382
—  indispensable new books on accounting procedure!
ELEMENTARY 
ACCOUNTING
By F R A N K  H ATCH  STREIGHTOF F
Professor of Business Adm inistration, 
Indiana University
A complete, fundamental course in ac­
counting, ideally suited for the student 
who wants a self-teaching text for home 
study, the business executive, who wants 
to gain fam iliarity with accounting terms, 
methods, and records, and the accountant 
who wants a broad view for 
ready reference.
Approaching the subject 
through the trading state­
ment, the author explains the 
fundamental principles, illus­
trates each with a variety of 
typical problems at the ends 
of chapters, and shows prac­
tical applications to small 
businesses, partnerships, and 
corporations.
Professor H. A. I N G R A M ,  
Columbia University, 
says:
“The chief m erit lies in its  
thoroughness and clearness. 
A m ost excellent handbook 
for advanced accounting stu ­
dents and practicing account­
ants having difficulty from  
time to tim e w ith  elementary 
problems."
Price $5.00
CORPORATION 
PROFITS
A  Study of Their Size, Variation, Use and 
Distribution, in a Period of Prosperity  
By LA U R E N C E  H. SLOAN
Standard Sta tistics Company
Supplies indispensable information to 
all who prepare profit and loss statements 
—in showing how reports should be made, 
how analyzed, and what the figures really 
mean. Based on studies made for clients 
of the Standard Statistics Corporation, 
entitled, “Beneath the Surface of Cor­
poration Profits
It offers a thorough study—based on 
official income reports and balance sheets 
of over 500 of America’s leading industrial 
concerns— of the actual size of business 
profits in recent years, how and why they 
vary from one industry and corporation 
to another, what type of report is best 
suited to individual needs, and how reports 
should be analyzed to determine financial 
soundness.
Price $3.50 
 Free Examination Order Form 
H A R P E R  & BROTHERS  
49 East 33rd Street 
New  York, N .  Y .
G entlem en: Please send me, postpaid, for 
ten days’ Free Exam ination  one copy of 
(  )  E l e m e n t a r y  A c c o u n t i n g , $5.00 ; (  )  
C o r p o r a t i o n  P r o f i t s ,  $3.50. ( ) I agree
to remit ? ...........within ten days of receipt
of book(s) or to return it (them ). ( ) I 
enclose check. ( ) Send C. O. D.
N a m e ..........................
Address ......................
Business Connection 
( p l e a s e  f i l l  i n ) c p a - 3
Prepare for the Exam inations
By M eans of
A THOROUGHLY TESTED
C. P. A. COACHING COURSE
A s a  resu lt o f  years o f  laboratory experience in  hom e stu d y  
and resid en t C. P . A . C oaching C lass
conducted b y  
W . B . C ASTENH O LZ, A . M ., C. P . A .
L aSalle E x ten sio n  U n iv ers ity  o ffers a  special C. P . A . C oaching  
Course b y  correspondence w h ich  h as proven h ig h ly  su ccessfu l in  pre­
p arin g  cand idates su ccessfu lly  fo r  C. P . A . exam inations.
T he course includes 80 carefu lly  selected  S ta te  C. P . A . and  
A m erican  In stitu te  problem s. T hese problem s cover rep resen tative  
q u estion s on th e  accounting  su b jects m ost gen era lly  p resented  in  
such exam in ation s. In addition th ere  is  offered a com plete rev iew  o f :
T heory  o f  A ccounts  
B u sin ess  Law  
A u d itin g  Procedure  
Cost A ccounting  Procedure  
A ccou n tin g  S y stem s  
Incom e T ax  Procedure
a s  w ell a s  selected  actual problem s —  a to ta l o f  82 lesson s.
Copious exp lanatory  n o tes  and tim e lim it d irections g o  w ith  
th e  80 C. P . A . problem s. T he o th er  w ork co n sists  o f  com plete te x t  
m ateria l w ith  loose le a f  a ssign m en ts.
M odel so lu tion s w ith  fu r th er  exp lan atory  n otes are sen t th e  
stu d en t w ith  h is  graded and returned  papers.
A ll papers are graded b y  a  special group o f  Certified P ublic  
A cccou n tan ts w h o  g iv e  fu ll tim e  to  L aSalle E x ten sio n  U n iv ersity . 
T h ese m en hold th e ir  d egrees b y  exam ination .
F or detailed  in form ation , w r ite  D ept. H -141
LaSALLE EXTENSION UNIVERSITY
C H I C A G O ,  I L L .
T y p e w rite r
B illin g  M a ch in e
T he on ly  m achine that w rites and com putes the com plete in vo ice  
in  on e operation . 
W ith any other m ethod the b ill m ust be figured first, then  cop ied . 
T his B urroughs types the b ill, com putes and prints th e am ount o f  
the item , totals the item s, com putes and subtracts d iscounts and  
prints the am ount o f  the b ill by a sin g le  k ey  depression .
Im p o rta n t B urroughs A dvan tages
1 .  D ire c t M u ltip lic a tio n  (n o t re p e a te d
  a d d itio n )  i n  c o m p u tin g  e x te n s io n s , 
w h ic h  a re  p r in te d  b y  d e p re ss io n  o f  o n ly  
o n e  key .
2 .  A u to m atic  a lig n m e n t o f  fig u re s  —
  d o lla rs  u n d e r  d o lla rs , c e n ts  u n d e r
c en ts .
A u to m a tic  a c c u m u la tio n  o f  th re e  
o r  m o re  to ta ls .
4. ONE key depression p r in ts  results
* and to ta ls (no copying fro m  dials).
5 .  E lec tric  re tu rn  o f  carriage.
6 .  D irec t S ubtraction o f  fre ig h t, com-
  m ission o r  o ther charges.
7 .  E rro rs  in  key depressions may be
  corrected before am ount is p rin ted  
o r  added by depressing on ly  one key.
8 .  Convenient and compact ma-
  ch ine keyboard.
9 .  F ractions hand led in  price and 
quan tity .
10.  E le c trica lly  operated.
1 1 .  F u ll cent key takes the  fu l l  cent
 when the fra c tio n  in  answer is 
one h a lf  cent o r  over.
A D D I N G  • B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
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The Resident 
Final Examination Plan
An outstanding feature o f th e course 
 in  A ccounting offered by the Inter­
national A ccountants Society, Inc., is  
the R esident F inal Exam ination, w hich  
each student m ust pass before h is d i­
plom a o f graduation is  issued.
The R esident F inal Exam ination Plan  
was inaugurated in  A pril, 1925, and 
every student enrolled  for the ninety- 
lesson I. A . S. Course since that tim e is  
required, after finishing the work on  
h is course, to take an exam ination held  
under th e personal supervision o f a 
Certified P ub lic A ccountant (or, i f  a 
C. P . A . is  not available, an A ttorney at 
Law) either in  th e student’s hom e city  
or in  an adjacent city.
Just prior to  th e date o f  exam ination, 
th e necessary exam ination questions 
and a ll blank form s for the candidate’s 
w orking sheets, schedules, statem ents, 
and other papers required for the solu­
tion s, are m ailed to  th e supervising
C .P . A ., as a confidential com m unica­
tion  betw een h im self and the I. A . S.
The exam ination m aterial is  handed  
to  th e student at the beginning o f the  
exam inationperiod .lt is the supervisor’s 
obligation to  rem ain w ith  the student 
during th e exam ination and to  insure  
that he com pletes the exam ination w ith­
out having access to  text books, notes, 
or any outside help .
W hen the exam ination is  finished, 
th e papers are turned over to  the super­
visor who forwards them  to th e Inter­
national A ccountants Society, Inc., in  
Chicago, w here final judgm ent as to the  
student’s elig ib ility  for a diplom a is 
m ade by the A ctive Faculty.
The same exam ination is never given  
the second tim e in  the same city.
The R esident F inal Exam ination P lan  
a ssu res p ro sp e c tiv e  em p loyers th a t
I. A . S. graduates possess a thorough, 
tested know ledge o f A ccounting.
 
Upon request,w e w ill g la d ly  send our booklet,"H ow to L earn A ccount-  
ing, ” to  anyone who is in terested  in  obta in in g  f u ll inform ation   
regarding I. A . S. tra in in g . A ddress the In tern ation al A ccountants 
Society, Inc., 3411 South M ichigan A venue, Chicago, Illinois.
I n t e r n a t i o n a l  
A c c o u n t a n t s  S o c i e t y , I n c .
A  D ivision o f the
A L E X A N D E R  H A M IL T O N  IN S T IT U T E
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
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“Nothing will ever be a ttem pted if all possible 
objections m ust first be overcome ”
— J o h n s o n .
PRESIDENT’S COLUMN
THE C. P. A. IN CIVIC AFFAIRS
IT is indeed gratifying to note the increasing in­terest of certified public accountants in the na­
tional cooperative phases of business problems. As 
we observe the participation of the C. P. A. in pro­
grams of various organizations we are impressed 
with the fact that to a considerable extent when called 
upon to read a paper or give an address the subject 
chosen or assigned is generally of a highly technical 
nature, utterly lacking in human interest. Is this 
due to a lack of appreciation on the part of certified 
public accountants of the human or everyday prob­
lems of business? Have we become so technical in 
the presentation of our reports that we are considered 
Only for technical papers?
In dealing with business problems no man can 
have as complete and detailed an insight into the 
problems of a particular business as we can. No man 
can understand the cooperative problems as does 
the C. P. A. His intimate knowledge and contacts 
place him in a peculiar position and give to him a 
more complete understanding.
Unquestionably we can be of inestimable service 
to Trade Associations and business organizations in 
general if we can assist them in working out the 
human phases of their work. More and more certi­
fied public accountants are interesting themselves in 
the progress of business in general. It was gratify­
ing to note the number of delegates to the United 
States Chamber of Commerce meeting who were cer­
tified public accountants. It is gratifying to note the 
increasing activity of the certified public accountants 
in local civic problems. All of which tends to show 
the business public that he is interested in the general 
problems of business as well as in the technical side.
It has been my privilege to meet with accountants 
in various sections of the country over a period of 
several years. A few years ago I did not find that 
accountants concerned themselves to any great ex­
tent in civic affairs. Each year finds an increasing
activity, and where the accountant has developed 
these contacts I find that his suggestions, when given, 
are practical in every respect and are not inclined 
to be technical. His understanding of the details of 
business gives him a practical viewpoint. At the 
meeting of the United States Chamber of Commerce 
perhaps the most practical idea was presented by a 
certified public accountant who, when he had ex­
plained the proposition, was given a unanimous sup­
port of his resolution.
A better understanding of the certified public ac­
countant by the business executive is necessary and 
our cooperation with them will form the basis of 
this understanding.
A. C. U p le g e r .
BOARD OF DIRECTORS MEETING
THE Spring Meeting of the Board of Directors was held April 29 and 30, 1929, in the offices of the Society. Present: Arthur C. Upleger, James 
F. Hughes, Durand W. Springer, Thomas H. Evans, 
Earl S. Clark, Homer A. Dunn, James F. Welch, Har­
ry B. Scott, George P. Ellis, George E. Wood, Her­
man C. J. Peisch and C. H. Reimerth. In addition to 
the Directors Messrs. Paul W. Pinkerton, John B. 
Tanner and James A. Councilor, of the Advisory 
Committee, were present and Wilbur L. Harrison, 
former Director and Secretary, was invited to sit in.
In addition to the routine matters which neces­
sarily accumulate between sessions of the Board, 
many other problems were discussed and acted upon.
Several suggested amendments to the By-Laws 
were referred to the Committee on Constitution and 
By-Laws.
Considerable time was spent in the final determina­
tion of the Convention program. As previously an­
nounced, the annual meeting will be held at the Hotel 
Roosevelt September 5, 6 and 7, 1929. Thursday 
morning will be given over to the reports of officers 
and committees. Thursday afternoon will be devoted 
to the reports of State Representatives. Friday morn­
ing will be utilized for business and the presentation 
of two technical papers. Friday afternoon will be de­
voted to golf and entertainment. Saturday morning 
will be utilized for formal presentation of the various 
legislative and organization angles developed from 
the reports of State boards and State societies. Sat- 
urday afternoon will be given over to a discussion of 
these problems in which meeting it is hoped that each 
of the State boards and State societies will be offi­
cially represented. Announcements for the evening 
program will be made later.
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Annual Meeting American Society; International 
Congress on Accounting
A r r a n g e m e n t s  a r e  p r o g re s s in g  r a p id ly  f o r  th e  I n t e r n a t io n a l  C o n g re ss  o n  A c c o u n tin g . T h e  
a c c o u n ta n ts  of A m e ric a  sh o u ld  m ak e  a r ­
r a n g e m e n ts  to  t a k e  t h e i r  v a c a t io n  p e ­
r io d  in  S e p te m b e r , n e x t. A ll w h o  c a n  
b e  in  N ew  Y o rk  o n  S e p te m b e r  5, 6 a n d
7, are in v ite d  to  a ttend the meetings 
o f  The A m erican  Society, w h ich  w i l l  be 
h e ld  in  the  H o te l Roosevelt d u r in g  those 
days. The In te rn a tio n a l Congress w i l l  
convene in  the H ote l Commodore M onday 
m o rn in g , Septem ber 9, and con tinue  
th ro u g h o u t th e  e n tire  week.
The top ic  on the  p ro g ra m  o f The 
A m e rica n  Society, w h ich  w i l l  occupy the  
m ost tim e , w i l l  be the  cons ide ra tion  o f 
re p o rts  fro m  State boards o f account­
ancy and State societies w ith  reg a rd  to 
th e  questions o f le g is la tio n  and o rg a n i­
za tion . Q u ite  extended suggestive re- 
po r ts  have been sent o u t to  each m em ­
ber o f every State board  and to  each 
officer of every State society asking 
th a t  the y  be file d  as o f cond itions  June 
30, 1929. These rep o rts  w i l l  be ta b ­
u la ted and a comparable statem ent pre­
sented in  p r in te d  fo rm  fo r  the  consid­
e ra tio n  o f those present a t the  Septem­
ber meeting. We hope th a t each Board 
and each Society w i l l  have a t least one 
offic ia l representative present.
A  p a r t ia l l is t  o f the  fo re ig n  delegates 
to  the  In te rn a tio n a l Congress is here­
w ith  presented—
A u s tr ia :  P rofessor E ugen Schigut, 
Vienna.
A u s tra lia :  M r. H a ro ld  W . Chancel­
lo r ,  M elbourne.
Czechoslovakia : P ro fessor J. S lem r, 
P raa g ; M r. Ja ros lav F u k a tk o , P raag.
G erm any: D r. P. Deutsch, L e ip z ig ; 
D r. P a u l D. Schourp, Essen; D r. W erne r 
G ru ll,  M u n ich ; D r. W . Vosz, Le ip z ig ; 
P ro fessor F r itz  S chm id t, F ra n k fu r t ;  
M r. F re d e ric k  B unger, L e ip z ig ; M r. 
K a r l  M arcus, Muchen.
G rea t B r ita in
E n g la n d :
The fo llo w in g  w i l l  rep resent th e  In ­
s t itu te  o f C harte red  A ccountan ts, L o n ­
d o n : S ir W ill ia m  P lender, P res iden t o f 
the  In s t itu te  d u r in g  the  years 1910 to 
1912; S ir W ood bu rn  K irb y , P res iden t 
d u r in g  the  years 1913 to  1916; M r. W . 
Cash, P res iden t d u r in g  the  years 1921- 
1923 ; M r. George C o lb ille , Secretary.
R epresenting  The Society o f  In c o r­
po ra ted  Accountan ts  and A u d ito rs : M r. 
Thom as Keens, P res iden t o f the  So­
c ie ty ; M r. Charles H ewetson Nelson, J. 
A r th u r  C o llins , M em ber o f the  C ounc il; 
P., Past P res iden t o f the  Society; M r. 
M r. A lexander A . G a rre tt, Secre tary o f 
the  Society.
Scotland :
The fo llo w in g  w i l l  rep resent The So­
c ie ty  o f A ccountan ts  in  E d in b u rg h : M r. 
W ill ia m  G reen h ill, P res iden t o f the  So­
c ie ty ; M r. Laurence B ruce  B e ll, Secre­
ta ry  o f the  Society; M r. R. G. Simpson, 
M r. G. I .  S tew art, M r. W . H . Les lie  O rr.
Ire la n d : M r. G ab rie l B rock , H on. Sec­
re ta ry  o f The In s t itu te  o f  C harte red  Ac­
coun tan ts  in  Ire la n d .
H a w a ii:  M r. Oscar G oddard, H ono­
lu lu .
H o lla n d : H . J. B e kke rin g , J r., A m s­
te rd a m ; E. van D ien, A m ste rdam ; R. 
A . D yke r, The H ague; G. P. J. Hogeweg, 
A m ste rdam ; P ro f. T h . L im p e rg , J r.,
B y in v ita t io n  o f the K en tucky Society 
of Certified P ub lic Accountants and the 
State Board of Accountancy o f K en tucky 
the certified pub lic  accountants o f I l l i ­
nois, Ind iana, K entucky, Ohio, Tennessee, 
V irg in ia , and W est V irg in ia  w i l l  hold 
a “ Whoopee M eeting”  in  Lexington , Ken­
tucky, on May 30 and 31, 1929.
The C ontro lle r General o f the a ffa ir  is 
W. A. H ifn e r, J r., o f Lexing ton . The 
State C ontro llers are D avid H im m elb lau, 
President o f the I l l in o is  Society o f Cer­
tified  P ub lic  Accountants; C harlton  N. 
Carter, President o f the Ind ian a  Associa­
tio n  o f Certified P ub lic  Accountants; 
Samuel W . Eskew, President o f the Ken­
tucky  Society o f Certified P ub lic  Account­
ants; R. A. H u rs t, President o f the Ohio 
Society of Certified P ub lic  Accountants; 
T ay lo r E. Cress, P resident o f the 
Tennessee Society of Certified P ub lic Ac­
countants; A lv in  W . B u rke t, P resident 
o f the V irg in ia  Society o f P ub lic Ac­
coun tan ts ; and P e rry  M. M acCutcheon, 
President o f the W est V irg in ia  Society o f 
Certified P ub lic Accountants. The Ladies’ 
Committee consists o f Mrs. W. A. H ifn e r, 
Jr., Mrs. S. W. Eskew, Mrs. M. B. M cM ul­
len, Mrs. J. S. Petot, and M rs. W m. Cot­
ton, a ll o f Kentucky.
A m ste rdam ; J. A I van  der P loeg, G ron­
ingen ; P ro f. D r. N. J. P o lak, R o tte r­
dam.
I ta ly :  M r. Francesco Penazzo, M ila n ; 
P ro fessor A lessandro Grosso, M ila n ; 
M r. Francesco Soletti, T o rin o ; Profes­
sor P ie tro  B o tt in i,  M ila n ; M r. A m ilca re  
Z a n o tti, M ila n ; M r. B run o  Z ga rro n i, 
O rv ie to ; M r. C arlo  F o rzan i, M ilan .
Japan : D r. Sekigoro H igash i, Tokyo.
R o um a n ia : M r. P. D raganescu-Brates, 
Bucarest.
S ou th  A fr ic a :  P ro fessor S. R . Barnes, 
P re to ria .
F in la n d : M r. E d w in  Sederholm , H e ls­
in g fo rs ; M r. W a ld em a r W estpha l, H e ls­
in g fo rs , Secre tary o f F o ren in gen  C. G. R .
S w itze rla n d : P ro fessor H . T ondury , 
B e rn ; P ro fessor E d o u rd  F o llie t, Gen­
eva.
The program  is  so arranged th a t the 
certified men in  those states w i l l  get a 
bette r acquaintance w ith  the problem s of 
th e ir  neighbors than they ever had p r io r  
to  the meeting. There w i l l  be a serious 
side to  the meeting, bu t the social na ture 
o f the  accountant w i l l  be stressed. Quot­
in g  from  the in v ita tio n , w h ich  has gone 
to  each C. P. A . in  those states, a single 
paragraph should make every in d iv id u a l 
who has been honored by h is  State w ith  
a C. P. A. ce rtifica te  desire to  attend.
“ B y  the last o f May, the Queen o f the 
B lue Grass w i l l  be arrayed in  her finest 
lin g e rie ; the K en tucky m in t w i l l  be at 
the he ight o f its  flavo r; the g o lf greens 
w i l l  be as smooth as ve lve t and re a lly  
green; the sw im m ing  pools w i l l  be fu l l  
of the clearest w a te r on earth  and ju s t 
cold enough to  give you a tin g le  w ith o u t 
a b u rn ; and the whole outdoors w i l l  be 
beckoning and ca llin g  to  you as long ing ly  
and in v it in g ly  as does the  K en tucky 
C ard ina l ca ll to  its  mate.”
Luncheons, go lf, tennis, sw im m ing, 
tours, bridge and a banquet followed by 
a dance, w i l l  fu rn is h  the recreation. 
There w i l l  be ju s t enough speeches, de­
bates and rou nd -ta b le  discussions to  pe r­
m it  a pro fitab le  exchange o f professional 
views on the p a rt o f those present.
INTERSTATE MEETING OF CERTIFIED PUBLIC
ACCOUNTANTS
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Iowa Regulatory Law, 1929
B e I t  E n a c ted  by  th e  G enera l A ssem b ly  
of th e  S ta te  of Iow a:
Section 1. Repeal. Chapter ninety-one 
(91), t i t le  V  of the Code, 1927, is re­
pealed and the fo llo w in g  is  enacted in  
lieu  thereof:
Sec. 2. Board o f accountancy— A ppo in t­
ment— Tenure. The Board of Account­
ancy sha ll consist o f three (3) members, 
a ll o f whom  sha ll be p ra c tic in g  certified 
pub lic  accountants, hav ing  practiced ac­
countancy in  th is  state fo r  a t least five
(5) years. W ith in  s ix ty  (60) days a fte r 
th is  act takes effect, the  governor sha ll 
appo int the members of said board fo r  
term s as fo llow s: one (1) fo r  a te rm  
ending June 30th, 1930; one (1 ) fo r  a 
te rm  ending June 30th, 1931; and one
(1) fo r  a te rm  ending June 30th, 1932, 
and upon the exp ira tion  of each of said 
term s and of each succeeding term , a 
member sha ll be appointed fo r  a te rm  of 
three (3) years bu t no person sha ll be 
e lig ib le  fo r  more than  tw o  (2) con­
secutive term s of office. Vacancies occur­
r in g  in  the membership of the  board fo r  
any cause sha ll be filled  by the governor 
fo r  the unexp ired term .
Sec. 3. Powers and duties. The board 
sha ll have power and i t  sha ll be its  du ty  
to : (1 ) Adopt, p r in t, publish, and dis­
tr ib u te  reasonable rules not inconsistent 
w ith  the  provis ions of th is  act fo r  the 
guidance of the public, reg istered p ra c ti­
tioners, and applicants fo r  exam inations
(2 ) compel the attendance of witnesses;
(3 ) adm in is te r oaths; (4 ) take te s ti­
m ony; (5 ) requ ire  p roof in  a l l m atters 
pe rta in ing  to  the a d m in is tra tio n  of th is  
act; (6 ) keep a record o f a ll th e ir  pro­
ceedings in c lud in g  applications fo r  ex­
am inations, reg is tra tio n , and certificates 
to  practice, show ing the  reasons fo r  the 
re fusa l of any such app lica tion  or fo r  the 
revocation or suspension of any reg is­
tra t io n  or ce rtifica te  to  p ractice ; (7 ) pre­
serve tes tim ony taken in  a l l hearings 
provided fo r  in  th is  act. Testim ony may 
be o ra l o r by deposition; and when ora l 
the  questions and answers sha ll be taken 
down by a certified  shorthand reporter 
and fu l l  transc rip ts  thereof made fo r  the 
use of the parties in te rested ; (8 ) the 
treasu re r elected sha ll upon assum ing 
office file  w ith  the au d ito r of state a good 
and suffic ient bond in  the  penal sum of 
$5,000.00 and sha ll on or before June 30th 
in  each year, pay a ll sums rem a in ing  a f­
te r  the paym ent of the expenses a u th o ri­
zed by th is  act in to  the state treasu ry  
to  be there carried  to  the c re d it o f and 
subject to  w ith d ra w a l by the board of ac­
countancy; (9 ) the board sha ll make a 
b ienn ia l repo rt to  the governor of its  
proceedings, w ith  an account o f a ll
A n  A c t to  repeal the law  as i t  appears in  
chapter ninety-one (91) t i t le  V  of the 
Code, 1927, and to  enact a substitu te  
the re fo r re la tin g  to  the practice of 
accountancy; to  establish a board of 
accountancy and to  provide fo r  the 
exam ination, reg is tra tio n  and licens­
in g  of p ra c tition e rs  of accountancy; 
to  provide ru les and regulations con­
cern ing  the  practice thereof and to 
provide penalties fo r  v io la tio n  there­
of.
moneys received and disbursed, a lis t  
o f the names of a ll p ra c tition e rs  whose 
certificates to  practice have been revoked 
or suspended, and such other in fo rm a ­
tio n  as i t  m ay deem proper or the  gov­
ernor request, and do a ll o ther th ings 
required by th is  act to  be done by said 
board.
Sec. 4. A nnua l reg ister. The board of 
accountancy sha ll have p rin ted  and pub­
lished fo r  pub lic  d is tr ib u tio n , in  January 
o f each year, an annual reg is te r w h ich  
sha ll conta in  the names, arranged alpha­
be tica lly  by classifications, o f a ll p ra c ti­
tioners  reg istered under th is  a c t; the 
names of the  board of accountancy, and 
such other m atters as m ay be deemed 
proper by the board of accountancy. 
Copies of said reports sha ll be m ailed to 
each reg istered p ra c titione r.
Sec. 5. No compensation —  Expenses. 
No compensation sha ll be pa id to  any 
member of the board fo r  services as such, 
bu t the members thereof sha ll be allowed 
the necessary trave lin g , p r in t in g  and 
other expense in c ide n t to  the discharge 
of th e ir  duties. B il ls  fo r  the expense of 
the board or its  members sha ll be audited 
and allowed by the state board of au d it 
and sha ll be paid fro m  the fees received 
under the provis ions of th is  act.
Sec. 6. A nnua l meetings —  E lection. 
The board sha ll ho ld an annual m eeting 
d u rin g  the f irs t  week in  J u ly  o f each 
year, and a special m eeting w ith in  s ix ty  
days a fte r th is  act takes effect, fo r  the 
purpose of e lecting fro m  its  accountant 
members, a chairm an, a secretary and a 
treasu re r; and i t  sha ll meet not less than 
fo u r tim es each year, a t least tw o of 
w h ich  meetings sha ll be held a t the  state. 
Two members sha ll constitu te  a quorum  
except as otherw ise provided.
Sec. 7. D e fin itions. P ractice of ac­
countancy. A l l  persons engaged in  the 
practice of accountancy, w ith in  the  mean­
in g  and in te n t o f th is  act, who, ho ld ing  
themselves out to  the  pub lic  as qualified 
p rac titione rs  and m a in ta in in g  an office 
fo r  th is  purpose, e ithe r in  th e ir ,  own
names, or as office managers an d /o r as 
m anaging officers of assumed name, asso­
c ia tion  or corporate organization, per­
fo rm  fo r  compensation, on behalf o f more 
tha n  one c lien t, a service w h ich  requires 
the au d it o r ve rifica tio n  o f financia l 
transactions and accounting records; the 
preparation , ve rifica tio n  and certifica­
t io n  of financia l, accounting, and re lated 
statements fo r  pub lica tion  or fo r  c red it 
purposes; an d /o r who in  general and in ­
c iden ta l to  such w ork , render profes­
sional assistance in  any and a ll m atters 
o f p r in c ip a l and de ta il concern ing ac­
counting  procedure and the recording, 
presenta tion and ce rtifica tion  of financia l 
facts.
Sec. 8. O ther term s defined.
(a ) A  certified  pub lic  accountant is a 
person who receives fro m  the board of ac­
countancy o f the state, a certifica te  un­
der any law  o f the  state re la tin g  to  cer­
tif ie d  pub lic  accountants and w h ich  cer­
tifica te  has no t been revoked under due 
process of la w ; and is en titled  to  use the 
abbrev ia tion  C. P. A. in  connection w ith  
h is  name. A l l  o ther p rac titione rs  may 
use th e ir  t i t le  in  fu l l  as stated here in  and 
no other.
(b ) A  pub lic  accountant is  a person 
who is  engaged in  the  practice of ac­
countancy a t the  tim e  of enactment of 
th is  act and who is  no t a certified pub lic  
accountant, bu t who can q u a lify  as a 
p ra c titio n e r under the  provis ions of Sec­
t io n  8 of th is  act.
(c ) A  senior accountant or senior staff 
accountant means a person employed by 
a p ra c titio n e r en titled  to  reg is tra tio n  
under th is  act, and who, th rou gh  the 
experience deemed necessary by h is em­
ployer, has qualified and has been placed 
in  charge o f pub lic  accounting assign­
ments.
(d )  A  ju n io r  accountant is a person 
who, th rou gh  lack o f experience, is re­
qu ired to  w o rk  under the  supervis ion of 
a senior accountant or a p ra c titio n e r as 
here in  defined.
(e) “ Office,”  as used in  Section 7, 
means one or more office rooms th rough  
w h ich  pub lic  accounting w o rk  is handled.
( f )  “ Office managers a n d /o r m anaging 
officers”  as used in  Section 7, means per­
sons hav ing  charge of pub lic  accountancy 
w o rk  handled th rou gh  an office as de­
fined in  paragraph (e) o f th is  section.
Sec. 9. E xam ina tion . A l l  applicants 
fo r  re g is tra tio n  and certificates to  prac­
tice  accountancy, except persons actua lly  
engaged in  such practice a t the  date of 
the passage o f th is  act, and except as 
provided in  Sections 11, 12, and 13, and 
a ll persons who desire to  become certified  
p u b lic accountants sha ll be required to
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take a w r it te n  exam ination to  be con­
ducted by the  board of accountancy, and 
upon sa tis fa c to rily  passing the same 
sha ll receive certificates as certified  pub­
lic  accountants and sha ll be en titled  to  
practice as such upon the paym ent of an­
nua l fees as in  th is  act provided.
Such exam ination  sha ll be upon the 
fo llo w in g  subjects: Theory of accounts, 
p rac tica l accounting, au d iting , taxa tion , 
general com m ercial knowledge, and com­
m erc ia l law.
E xam ina tions as above provided sha ll 
be conducted by the board of accountancy 
a t least once each year in  M ay or No­
vember, o r both, as the board m ay deem 
expedient.
The board sha ll a t its  m eetings estab­
lis h  the tim e  and place of ho ld ing  such 
exam inations, and sha ll cause to  be pub­
lished a notice thereof fo r  no t less than 
three consecutive days in  each of three 
d a ily  newspapers published in  th is  state, 
the  last pub lica tion  to  be not less than 
s ix ty  days p r io r  to  such exam ination, and 
sha ll n o t ify  a ll candidates of th e ir  suc­
cess or fa ilu re  w ith in  a reasonable tim e, 
s ta tin g  the grade received on each paper 
o r subject.
Sec. 10. Q ualifications fo r  exam ination. 
E ve ry  app lican t fo r  the exam ination  pro­
v ided fo r  in  the preceding section m ust 
be over twenty-one years of age, a res i­
dent o f th is  state, a c itizen  o f the U n ited  
States or have declared h is  or her in ­
te n tio n  to  become such, of good m ora l 
character, a graduate of a h igh  school 
hav ing  at least a four-year course of 
s tudy or its  equivalent as determ ined by 
the  board of accountancy, or sha ll pass a 
p re lim in a ry  exam ination  to  be given by 
the  board a t least th ir t y  days before the 
regu la r exam ination ; and a graduate of 
a college o r u n ive rs ity  commerce course 
of a t least three years, m a jo rin g  in  ac­
counting, and in  ad d ition  sha ll have had 
a t least one year’s service as a s ta ff ac­
countant in  the  employ of a p ra c titio n e r 
en titled  to  re g is tra tio n  under th is  act.
The fo llo w in g  shall, however, be ac­
cepted in  lieu  of the college or u n ive rs ity  
commerce course and the one year of 
serv ice :
(a ) Three years continuous p ractica l 
accounting experience as a pub lic  ac­
countant or as a sta ff accountant.
(b ) Three years continuous employ­
m ent as a fie ld  exam iner under a revenue 
agent-in-charge of the income tax  bureau 
of the treasu ry  departm ent o f the U n ited  
States, o r as a fie ld  exam iner in  the 
a u d ito r ’s, budget d ire c to r’s, bank ing  or 
insurance departm ents of th is  state.
Sec. 11. O ral or w r it te n  exam ination. 
A l l  p rac titione rs  as described in  section 
seven (7 ), who on June 30th, 1929, sha ll 
have been engaged in  such practice fo r  
seven years or more, the last five years 
o f w h ich  sha ll have been in  th is  state, 
sha ll upon sa tis fa c to rily  passing an ex­
am ina tion  upon the p ra c tica l p rinc ip les  
and practice of accountancy, be issued 
certificates to  practice as certified  pub­
lic  accountants provided request fo r  such 
exam ination is made in  the  o r ig in a l ap­
p lica tio n  fo r  reg is tra tio n  on or before 
September 30th, 1929. The exam inations 
as provided in  th is  section sha ll be e ither 
w r itte n  or ora l a t the  option of the ap­
p lican t, and sha ll be held as soon as 
possible a fte r the app lica tion  has been re­
ceived by the state board of accountancy 
or the board of accountancy as created by 
th is  act and certificates sha ll be issued 
w ith in  tw en ty  (20) days a fte r the  date 
of such exam ination to  a ll who success­
fu l ly  pass the same. W hen an o ra l ex­
am ina tion  is taken by an applicant, the 
questions and answers sha ll be fu lly  
taken down by a certified  shorthand re­
porter.
(a ) A ll p rac titioners  as defined by sec­
tio n  seven (7) who were engaged in  such 
practice in  the State of Iow a a t the  date 
of the ta k in g  effect o f Chapter one hun­
dred th ir ty - fo u r  (134) of the Acts of the 
T h ir ty -s ix th  General Assembly and who 
sha ll have been con tinuously engaged in  
such practice in  th is  state since the pas­
sage of said act sha ll upon app lica tion  
to  the Board of Accountancy be issued 
certificates as Certified P ub lic  Account­
ants as of date September 30, 1929, w ith ­
out exam ination.
Sec. 12. R eg is tra tion  of p ractitioners . 
A ll p rac titione rs  engaged in  the practice 
of accountancy in  th is  state at the  tim e  
of the passage of th is  act who desire to  
continue in  such practice, sha ll upon ap­
p lica tio n  to  the board of accountancy on 
or before September 30, 1929, be reg is­
tered as fo llow s:
(a ) A ll persons en titled  to  certificates 
under th is  act p r io r  to  September 30, 
1929, as certified pub lic  accountants, shall 
be registered as certified  pub lic  account­
ants and be issued certificates before De­
cember 31, 1929, to  practice as such fo r 
the  ensuing year.
(b ) A l l  other p ra c tition e rs  sha ll be 
registered as public accountants and shall 
be issued certificates before December 31, 
1929, to  practice as such fo r  the  ensuing 
year.
(c ) A ll p ra c titione rs  who, in  connec­
tio n  w ith  the practice of accountancy, 
make use of a firm , association, assumed 
or corporate name, sha ll reg is te r the 
same a t the tim e  o f m ak ing  app lica tion  
fo r  reg is tra tio n  as here in  provided, and  
certificates to  practice sha ll be issued 
on ly in  the names of in d iv id u a ls ; and 
on ly  firm s whose members are a ll c e rti­
fied pub lic  accountants sha ll use such 
designation in  connection w ith  the use 
o f such firm  names.
Sec. 13. R eg is tra tion  o f applicants to  
practice. A l l  applicants fo r  reg is tra tio n  
and certificates to  practice accountancy 
fo r  whom no p rov is ion  is  made in  the
preceding sections, sha ll be requ ired to  
take and pass the  exam ination  provided 
fo r in  Section 9, except as fo llow s:
(a ) The holders of unrevoked certified 
pub lic  accountant certificates granted in  
th is  state p r io r  to  September 30, 1929, and 
who are not engaged in  practice a t th a t 
tim e  may reg is te r th e ir  certificates in  
December, 1929.
(b ) The holders of unrevoked certified 
pub lic  accountant certificates granted by 
other states or o f equivalent certificates 
granted by the recognized a u th o rity  of 
fo re ign  countries m ay reg is te r th e ir  cer­
tificates, provided such certificates were 
issued as the resu lt o f an exam ination 
w h ich, in  the judgm ent of the board of 
accountancy, was equivalent to  the stand­
ard  set by it ,  o r the holders thereof shall 
have been in  continuous practice there­
under fo r  a t least seven (7) years.
(c) A ll senior accountants who have 
been con tinuously employed as such fo r 
a t least three years p r io r  to  June 30, 
1929, by p ra c tition e rs  en titled  to  reg is tra ­
t io n  under th is  act or as senior account­
ants in  the employ of pub lic  accountants 
of recognized standing in  other states 
sha ll be reg istered as pub lic  accountants, 
provided the last year of such employ­
m ent sha ll have been in  th is  state.
(d ) Certificates to  practice e ithe r as 
certified  pub lic  accountants or pub lic  ac­
countants, sha ll no t be issued to  any per­
son referred to  here in  u n t il such person 
sha ll have filed w ith  the board of account­
ancy a w r itte n  declaration of in te n tio n  to  
practice as defined by th is  act.
Sec. 14. Oath. E ve ry  app lican t fo r  cer­
t if ica te  to  practice accountancy shall be 
required, p r io r  to  the  issuance thereof, 
to subscribe and file  w ith  the board the 
fo llo w in g  oath: I  do solem nly swear (o r 
a ffirm ) th a t I  w i l l  support the C onstitu ­
t io n  o f the U n ited  States and the Consti­
tu t io n  of the  State of Iowa, and th a t I  
w i l l  fa ith fu lly  and conscientiously per­
fo rm  the duties of a p ra c titio n e r of ac­
countancy to  the  best o f m y a b il i ty  and 
in  accordance w ith  the law.
(a ) E very  person hav ing  been granted 
a certifica te  to  practice accountancy un­
der the provis ions of th is  act, or any re­
newal thereof, sha ll g ive a bond ( in  a 
bonding company au thorized to transact 
business in  Iow a ) in  the sum of five 
thousand do lla rs ($5,000.00) to  the aud i­
to r  of state before en te ring  upon the dis­
charge of h is  duties fo r  the fa ith fu l per­
form ance of the  same.
Sec. 15. Fees. The board of account­
ancy sha ll collect the fo llo w in g  fees:
(a ) F o r exam ination o f applicants, the 
sum of $25.00.
(b ) F o r re g is tra tio n  of certified  pub lic  
accountant certificates granted by other 
states and fo re ign  countries, the sum of 
$25.00.
(c ) F o r issuance of certificates to  prac­
tice, the  sum of $10.00 in  December, 1929,
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and annua lly  the re a fte r; fo r  periods of 
less than  s ix  months, $5.00.
(d ) F o r the reg is tra tio n  of firm , as­
sumed, association or corporate names; 
o f certified  pub lic  accountants not in  
practice ; and of senior accountants en­
t it le d  thereto, the sum of $5.00 payable in  
December, 1929, and an nua lly  thereafter.
On the fa ilu re  of paym ent o f any o f the 
annual fees above provided, the reg is tra ­
t io n  sha ll be au tom atica lly  cancelled and 
any re g is tra n t so de fau lting  sha ll no t 
be en titled  to  receive a certifica te  to  
p ractice u n t il he or she sha ll have paid 
t h e reg is tra tio n  fee as provided herein, 
together w ith  the am ount of such de fau lt 
o r arrears.
Sec. 16. Renewal o f certificates. Reg­
is tra tio n s  and certifica te  to  practice sha ll 
be subject to renewal in  December, of 
each year upon paym ent of the  fees p ro ­
v ided by th is  act.
Sec. 17. Revocation o f reg is tra tio n  and 
certificates to practice. The board of ac­
countancy sha ll revoke and cancel the 
re g is tra tio n  or ce rtifica te  to  practice of 
any person upon p roof th a t the  holder 
thereof has been convicted o f a fe lony or 
any lesser offense in v o lv in g  dishonesty or 
fra u d ; or has been p rin c ip a l o r accessory 
to  the  issuance or ce rtifica tion  of false 
o r fraud u len t financia l o r re lated state­
m ents; o r has obtained reg is tra tio n  and 
certifica te  to  practice or e ith e r by means 
o f false statements or representations; or 
m ay suspend such re g is tra tio n  and cer­
tificates or e ithe r upon p roof th a t the 
ho lder thereof has been g u ilty  o f unpro­
fessional o r uneth ica l conduct in  connec­
t io n  w ith  the  practice of accountancy. 
Such suspension sha ll be fo r  such period 
o f tim e, not exceeding one year, as in  the 
d iscre tion  of the board sha ll be deemed 
appropria te .
N e ithe r revocation nor suspension as 
here in  provided sha ll be ordered by the 
board u n t il a w r itte n  notice s ta tin g  the 
name o f the person or persons who filed 
the  charges, o r th a t the  board in it ia te d  
the  charges; a fu l l  and complete copy of 
the  charges w h ich  have been pre fe rred ; 
and f ix in g  the tim e  and place where the 
hearing  sha ll be had; sha ll have been 
served upon the person against whom  
such charges are filed in  the  m anner of 
se rv ing  o r ig in a l notices in  the d is tr ic t 
cou rt o f Iowa, a t least tw en ty  (20) days 
before the date fixed fo r  hearing.
The board may ad journ  such hearing 
fro m  tim e  to  tim e  upon request of the 
p a rty  charged, fo r  the  purpose o f a fa ir  
hearing, and the certifica te ho lder sha ll 
have the r ig h t  to  be represented by coun­
sel.
A l l  hearings as here in  prov ided sha ll 
be before the fu l l  board, and a tw o-th irds  
vote o f the members thereof sha ll be re­
quired before any cancellation, revocation 
or suspension sha ll be ordered.
The d is tr ic t  cou rt is  empowered to  en­
force by proper proceedings the  p rov is­
ions o f th is  chapter re la tin g  to  the  a t­
tendance and testim ony of witnesses and 
the exam ination of books and records.
S e c . 18. Confidentia l in fo rm a tio n  — 
P riv ilege . The in fo rm a tio n  acquired by 
registered p rac titione rs  or th e ir  em­
ployees, agents, o r servants in  the course 
of professional engagements sha ll be 
deemed con fidentia l and p riv ileged, and 
except by w r it te n  perm ission of the 
clien ts involved, o r o f th e ir  he irs  or per­
sonal representatives, sha ll no t be dis­
closed to any person; provided, however, 
th a t no th ing  contained in  th is  section 
sha ll be construed to  m odify, change, or 
otherw ise affect the  c r im in a l o r bank­
rup tcy  laws of th is  state or of the U n ited  
States.
Sec. 19. Corporations not to  practice. 
A rtic le s  of inco rpo ra tion  sha ll not, a fte r 
the  passage of th is  act, be granted w h ich  
include among th e ir  objects, the practice 
of accountancy, bu t no th ing  contained in  
th is  act sha ll be construed to  a lte r, 
abridge, revoke or in  any m anner affect 
the  r ig h ts  and powers of ex is ting  cor­
porations.
Sec. 20. U n la w fu l practice. I t  sha ll be 
un la w fu l a fte r September 30, 1929, fo r  
any person to  practice accountancy in  
th is  state as defined in  th is  act e ithe r 
as an in d iv id u a l o r as a member of any 
firm  or association o r under a firm , as­
sumed or corporate name, w hether m ain­
ta in in g  an office fo r  such practice or not, 
unless such person is  the  holder of a cer­
tifica te  to  practice fo r  the cu rren t year or 
is en titled  to  reg is tra tio n  as in  th is  act 
provided and has made app lica tion  there­
for.
Sec. 21. Penalties. (a ) A ny  p e r s o n ,  
firm , o r corpora tion  who sha ll practice ac­
countancy in  th is  state in  v io la tio n  of the 
provis ions of th is  act, or who sha ll in  any 
m anner hold themselves out to  the pub­
lic  as p rac titione rs  o f accountancy w ith ­
out hav ing com plied w ith  a ll of the  pro­
v is ions of th is  act, sha ll fo r  each such 
offense be g u ilty  o f a misdemeanor, and 
upon conviction  thereof sha ll be punished 
by im prisonm ent in  the county ja i l  no t 
exceeding th ir t y  days, o r by a fine not 
exceeding $100.00, o r by both such fine 
and im prisonm ent.
(b ) A n y  person, f irm  or corpora tion 
who sha ll sign, execute, o r pub lish  any 
report, financia l, accounting, o r re lated 
statement, designating h im se lf o r them ­
selves as reg istered or certified  p ra c ti­
tioners o r kno w in g ly  p e rm it the p r in t in g  
and pub lica tion  of any announcement in  
w r i t in g  to  the effect th a t such rep o rt or 
statem ent has been prepared by a reg is­
tered or certified p ra c titio n e r when in  
fac t the person, firm , o r corpora tion  pre­
pa rin g  the same was not registered or 
certified  as in  th is  act provided, sha ll be 
g u ilty  of a misdemeanor, and upon con­
v ic tio n  thereof, sha ll be punished by a 
fine no t to  exceed $500.00 or by im p ris ­
onment in  the  county ja i l  fo r  a te rm  not 
exceeding one year.
(c ) A ny  p ra c titio n e r of accountancy 
who sha ll w i l l fu l ly  o r kno w in g ly  u tte r or 
c e r t ify  to  the  correctness of any report, 
financia l, accounting, o r re la ted state­
ment, w h ich  is  know n to  such p ra c ti­
t io n e r to  be false, m is lead ing to  the pub­
lic , o r designed to  m islead any person, 
sha ll be deemed g u ilty  of a fe lony, and 
upon conv ic tion  thereof sha ll be punished 
by a fine of no t to  exceed $5,000.00, or by 
im prisonm ent in  the state prison fo r  a 
te rm  not exceeding tw o  years, o r by both 
such fine and im prisonm en t in  the  discre­
tio n  o f the court.
Sec. 22. Exceptions. N o th in g  contained 
in  th is  act sha ll be construed to preven t:
(a ) The holders o f ce rtified  pub lic  ac­
countant certifica tes granted by other 
states fro m  p ra c tic in g  in  th is  state in  con­
nection w ith  tem porary  engagements in ­
c ident to  th e ir  professional practice in  
the states o f th e ir  domocile but, who have 
ne ithe r office no r legal address in  th is  
state; provided they file  w ith  the board 
of accountancy, and w ith  the a u d ito r of 
state, a t least five days before com­
m encing w o rk  fo r  a c lien t, the w r itte n  
appo intm ent o f a reg istered p ra c titio n e r 
in  th is  state to  act as agent upon whom 
legal service m ay be had in  a ll m atters 
w h ich  m ay arise fro m  such tem porary 
professional engagements.
(b ) The em ploym ent by registered 
p ra c tition e rs  of non-registered persons to  
serve as staff accountants provided the 
la tte r  do not issue reports or accounting 
statements in  th e ir  own names except 
such office records as m ay be customary.
(c ) A tto rneys-at-law  du ly  adm itted  to 
practice in  th is  state fro m  doing any­
th in g  usual and proper in  connection 
w ith  th e ir  duties as such attorneys.
(d ) The em ploym ent o f persons by 
more than  one in d iv id u a l f irm  or corpora­
t io n  fo r  the  purpose of keeping books, 
m ak ing  t r ia l  balances, o r pe rfo rm in g  gen­
era l com m ercial bookkeeping.
Sec. 23. E x is tin g  board dissolved. The 
state board of accountancy in  existence 
a t the passage of th is  act by v ir tu e  of 
chapter 91 o f Code of 1927, repealed 
herein, sha ll continue in  existence u n t il 
August 4, 1929, and u n t il the board pro­
vided fo r  in  th is  act sha ll have been ap­
po in ted  and qualified, fo r  the  purpose of 
issu ing  certified  pub lic  accountant c e rti­
ficates to  persons who have become en­
t it le d  thereto, p r io r  to  August 4, 1929, and 
fo r  the purpose of w in d in g  up the  a ffa irs  
o f said board. 
Sec. 24. C o ns titu tio na lity . Should the 
courts o f th is  state o r o f the U n ited  
States declare any of the  provis ions of 
th is  act unconstitu tiona l, illega l, o r void, 
such decision sha ll not in va lida te  any 
other prov is ions here in  contained.
Questions and Answers Department
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STOCK DIVIDENDS FROM CAPITAL 
SURPLUS
One of our readers has w ritten us as 
fo llow s:
“I am anxious to obtain a definite an­
swer (quoting authorities) to the follow­
ing:
“Can a corporation (organized under 
the laws of Delaware and operating princi­
pally in California) legally pay a STOCK 
dividend out of capital surplus arising  
from premium on sale of common stock?
“ (The answer should apply to STOCK 
dividend; not cash d ividend.)”
In expressing an opinion on th is ques­
tion we m ight w ell analyze the proposi­
tion into three distinct parts.
1. W hich statutes govern the internal 
affairs of the corporation, those of 
California or those of Deleware?
2. Can the corporation legally pay a 
stock dividend?
3. Can the corporation pay a divi­
dend out of surplus arising from  
premium on the sale of capital stock?
In answer to the first of these ques­
tions, it appears that the internal affairs 
of a corporation organized under the laws 
of Delaware are controlled by the laws 
of that State. So far as California is 
concerned, a corporation in  th is position  
is a foreign corporation doing business 
w ithin the State. In support of th is view  
can be quoted the general rule of law  
applicable to th is situation: “The legis­
lature of a State has no power to regulate 
the internal affairs of a foreign corpora­
tion.” (W illiam s vs. Gaylord, 102 Federal 
372, affirmed 186 U. S. 157.)
The follow ing quotation from Section  
35 of the General Corporation Law of the 
State of Delaware extends to corporations 
organized under th is general law the 
power to declare stock dividends: “D ivi­
dends may be paid in cash, in property, 
or in shares o f  the capital stock, in the 
case of shares w ith par value at par, and 
in  the case of shares w ithout par value 
at such price as may be fixed by the 
Board of Directors.”
Section 34 of th is General Corporation 
Law contains the provisions in  respect 
to the sources from which dividends may 
be paid. This section was amended dur­
ing this year and approved March 22, 
1929. It now reads as follows:
“The directors of every corporation 
created under th is Chapter, subject to 
any restrictions contained in  its  Certifi­
cates of Incorporation, shall have power 
to declare and pay dividends upon the  
shares of its capital stock either (a) out 
of its net assets in  excess of its  capital 
as computed in  accordance w ith the pro­
visions of Sections 14, 26, 27, and 28 of
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th is Chapter, or (b ), in  case there shall 
be no such excess out of its net profits 
for the fiscal year then current and/or  
the preceding fiscal year; provided, how­
ever, that if the capital of the corporation 
computed as aforesaid shall have been 
dim inished by depreciation in  the value 
of its property, or by losses, or otherwise, 
to an amount less than the aggregate 
amount of the capital represented by the 
issued and outstanding stock of all 
classes having a preference upon the dis­
tribution of assets, the directors of such 
corporation shall not declare and pay out 
of such net profits any dividends upon 
any shares of any classes of its  capital 
stock until the deficiency in  the amount 
of the capital represented by the issued  
and outstanding stock of all classes hav­
ing a preference upon the distribution of 
assets shall have been repaired. Subject 
to any restrictions contained in its Cer­
tificate of Incorporation, the directors of 
any corporation engaged in the exploita­
tion of w asting assets may determine the 
net profits derived from the exploitation  
of such w asting assets w ithout taking  
into consideration the depletion of such  
assets resulting from lapse of tim e or 
from necessary consumption of such as- 
sets incidental to their exploitation.”
In conjunction w ith  Section 34 it is 
of interest to note that Section 14 con­
tains the follow ing provision in  respect 
to paid-in surplus:
“Any corporation may by resolution of 
its  Board of Directors determine that 
only a part of the consideration which  
shall be received by the corporation for 
any of the shares of its capital stock 
w hich it  shall issue from tim e to tim e 
shall be capital; provided, however, that 
in  case any of the shares issued shall be 
shares having a par value, the amount 
of the part of such consideration so de­
term ined to be capital shall be in  excess 
of the aggregate par value of the shares 
issued for such consideration having a 
par value, unless all the shares issued  
shall be shares having a par value, in  
which case the amount of the part of 
such consideration so determined to be 
capital need be only equal to the aggre­
gate par value of such shares.”
If the Board of Directors have deter­
mined that only a part of the considera­
tion paid in  shall be capital, and if  the 
balance (which we w ill call capital sur­
plus to conform w ith the phraseology of
the question) shall be evidenced in  net 
assets in excess of the capital and if  all 
of the special provisions of Sections 14, 
26, 27, and 28 have been properly met, 
then the Board of Directors can legally  
declare and pay a stock dividend out of 
capital surplus arising from premium on 
sale of common stock.
A fter all, the provisions of Section 34 
make it unnecessary to consider the 
source of the surplus. If there are any  
assets in excess of the capital, then a 
dividend can be declared from th is ex­
cess regardless of its  soruce, and since 
Section 34 authorizes the payment in  
shares of capital stock, such dividends 
m ay be declared in  th is manner, assum ­
ing, of course, that all other conditions 
are properly met.
INTEREST AND CARRYING CHARGES
Question.—A corporation makes an ar­
ticle which retails for $200.00 cash. If 
the purchaser wants to  buy it on the in ­
stallm ent plan the price is  $210.00, pay­
able in ten equal installm ents, the first 
one down on signing the order. The 
salesman w ill explain that the $10.00 ex­
tra represents only 5 per cent interest, 
and the normal customer accepts it w ith­
out question. But in  the accounting de­
partment interest is computed at six  per 
cent.
(1) How much of the $10.00 is really  
in terest?
(2) To what would you credit the ex­
cess if any?
(3) Give, in  journal form, the opening 
entry for one sale and for the next pay­
ment.
Show how you got your results and 
prove their accuracy. Disregard the ele­
ment of profit in the $200.00.
Answer (by L. Gluick, C .P. A .).— (1) 
We have here a fine practical everyday 
problem. The solution is simple once it 
is recognized that the principal sum is 
not the $210.00, nor even the $200.00 but 
the latter amount reduced by the first 
payment. For, since the problem states 
that the first payment accompanies the 
order, no interest can accrue on it. Ac­
cordingly we have the sum of $180.00 
being reduced each month by $20.00. In  
short, it  is  effective for an average of 
4½ months, and at six per cent the inter­
est would be $4.50. Proof is furnished  
in the subjoined tabulation.
(2) The excess should be credited to 
an appropriate nominal account. The 
reason for having an excess over the 
mere interest is to provide for costs aris­
ing from the extra labor and expense in­
cidental to carrying and collecting install­
ment accounts. So the most appropriate
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account w ould be the  C ollection Expense.
(3) The necessary jo u rn a l en tries are 
shown below. The on ly  th in g  to  note 
is th a t they are shown broad. T h a t is, 
we do not show
A cco u n ts  R ece iv a b le  ....................  $189.00
C ash  ..........................................................  21.00
as the in it ia l debit, the reason being tha t 
i t  is proper to show the fu l l  amount 
charged the customer in  th a t customer’s 
account, even though the firs t payment 
is made sim ultaneously.
P a y m en t P r in c ip a l In t. Col. E xp . B a l. o f
P r in c ip a l
$200.00
1 $21.00 $20.00 $1.00 180.00
2 21.00 20.00 $ .90 .10 160.00
3 21.00 20.00 .80 .20 140.00
4 21.00 20.00 .70 .30 120.00
5 21.00 20.00 .60 .40 100.00
6 21.00 20.00 .50 .50 80.00
7 21.00 20.00 .40 .60 60.00
8 21.00 20.00 .30 .70 40.00
9 21.00 20.00 .20 .80 20.00  
10 21.00 20.00 .10 .90
$210.00 $200.00 $4.50 $5.50 
E n tr ie s  on R e c e ip t o f  S ig n ed  O rder
A ccou n ts R ece iv a b le  .............  $210.00
S a le s  ...........................................  $200.00
D eferred  C red its ...............  10.00
C ash  ................................................  21.00
A ccou n ts R ece iv a b le  . . .  21.00
D eferred  C r e d i t s ....................... 1.00
C ollection  E x p en se  . . . .  1.00
E n tr y  on  R e c e ip t o f  a n y  S u b se q u e n t P a y m e n t
C ash  ................................................  $21.00
A ccou n ts R ece iv a b le  . .  . $21.00
D eferred  C red its ....................  1 .00
C ollection  E x p e n se  . . . .  .10
In te r e s t  ...................................  .90
P ro ced u re  o f S o lu tio n
In  so lv ing th is  problem  a w o rk in g  sheet 
is  p ra c tica lly  a necessity as the num ber 
o f adjustm ents requ ired w ould otherw ise 
render the  so lu tion  qu ite  aw kward. The 
most convenient fo rm  of w o rk in g  sheet 
is  one having a ll debit balances in  the 
upper po rtion  of the sheet and c red it 
balances in  the lower po rtion  w ith  enough 
b lank  lines in  each p o rtio n  fo r  en te ring  
add itiona l accounts as requ ired by the 
adjustm ents.
The w o rk in g  sheet employed in  th is  so­
lu tion , however, does no t s ta rt w ith  the 
t r ia l  balances as taken fro m  the books 
bu t w ith  closed t r ia l  balances of the  a ffil­
ia ted companies. In  other words, the 
t r ia l  balances showing the correct su r­
plus of each corpora tion w ith o u t re fe r­
ence to  in tercom pany re la tions are en­
tered in  the  f irs t  colum n of the  w o rk in g  
sheet. In  en tering  the  cred its the  dis­
t r ib u tio n  of cap ita l stock and surplus 
as between m a jo r ity  and m in o r ity  in te r­
ests is shown.
The adjustm ents are in  most cases 
suffic iently  explained in  the jo u rn a l en­
tr ie s  w h ich  are numbered to  correspond 
w ith  the  adjustm ents, bu t in  a few  in ­
stances add itiona l explanations are de­
sirable, as fo llow s:
F o r example, when the  cap ita l stock
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C a lc u la tio n  o f  G o o d w ill  
D ecem b er 31, 1927
P a r  S h a re  o f  B o o k  P r ice  
V a lu e  S u rp lu s V a lu e  P a id  G ood w ill
C a p ita l S to ck  o f  C om pan y B  p u rch ased  b y  C om ­
p a n y  A  on J a n u a ry  1, 1927 ( 9 0 %)  .............$450,000 $360,000 $810,000 $850,000 $40,000
C ap ita l S tock  o f  C om p an y C p u rch ased  b y  C om ­
p a n y  A  on J a n u a ry  1, 1924 ( 8 0 %)  ............. 240,000 96,000 336,000 330,000 6,000*
A ss e ts  an d  L ia b ilit ie s  o f C om pan y D  pu rch ased  
b y  C om p an y  B  o n  D e ce m b er  31, 1927  
( 1 0 0 %)  ..............................................................................  18,000 20,000 2,000
$36,000
90% o f C om pan y B  
80% o f C om pan y C 
M in or ity  I n te r e s ts :
10% o f C om pan y B
20%  o f C om pan y C
450,000
50,000
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J o u rn a l E n tr ie s  fo r  C o n so lid a te d  W o rk in g  S h e e t  
D ecem b er 31, 1927
(1 )  In v e stm en t in  C a p ita l S to ck  o f C om pan y B  ..................................................
C ash  ..........................................................................................................................................
A cco u n ts  R ece iv a b le  .......................................................................................................
In v e n to r ie s  ...........................................................................................................................
M ach in ery  an d  E q u ip m en t ........................................................................................
G ood w ill ............... ..................................................................................................................
A ccou n ts P a y a b le  ....................................................................................................
R eser v e  fo r  D ep rec ia tio n — M ach in ery  an d  E q u ip m e n t .......... ..
M ajority , C a p ita l Stock— C om pan y B  ..................................................
M inority , C ap ita l S tock — C om pan y B  .....................................................
T o record  th e  is su a n c e  o f $200,000 par v a lu e  C ap ita l S tock  by  
C om pan y B , o f  w h ich  $20,000 w a s  issu ed  to  C om pan y D  fo r  its  
n e t a sse ts , and  $180,000 w a s  p u rch ased  b y  C om pany A  fo r  cash . 
(T h e  tr a n sfe r  o f  ca sh  from  C om pan y A to C om pan y B  d oes not  
a ffect th e  ca sh  a ccou n t on th e con so lid a ted  tr ia l b a la n ce )
(2 )  N o te s  P a y a b le  ....................................................................................................................
N o te s  R e ce iv a b le  D isco u n ted  ...................................................................................
N o te s  R ece iv a b le  .....................................................................................................
To e lim in a te  in terco m p a n y  n o tes  a s  f o l l o w s :
C om pan y A  to  C o m p a n y  B  .............................................  $20,000
C om pan y C to  C om pan y A  ................................................  70,000
$180,000
7,000
9,000
15,000
1 0 ,000
2,000
55,000
35,000
90,000
(N o te  to  E x a m in e r : $35,000 D iscou n ted  N o te s  can ce lled  from  
N o te s  R e ce iv a b le  D isco u n ted  accou nt. T h ese  are  p erm itted  to  re ­
m a in  a s  N o te s  P a y a b le  a s  a  tru e  lia b ility  r em a in s .)
(3 )  A ccou n ts P a y a b le  ..........................................................................................................
A c co u n ts  R e ce iv a b le  .........................................................................................
To e lim in a te  in terco m p a n y  acco u n ts  a s  f o l lo w s :
C om pan y C to  C om pan y A  ................................................  $20,000
C om pany B  to  C om pany A  ................................................  25,000
C om pan y C to  C om pany B  ................................................  31,000
76, 000
G oodw ill on book s o f  C om pan y A 100,000
G oodw ill per B a la n ce  S h ee t . . .
* N e g a tiv e .
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C a lc u la tio n  o f  M a jo r i ty  a n d  M in o r ity  I n te r e s ts  in  S u rp lu s, a s  th e y  a p p e a r  in  th e  C o n so lid a te d
T r ia l B a la n c e  A f te r  C lo sin g
D ecem b er 31, 1927. (S ee  C on so lid ated  W ork in g  S h ee t.)
C red its : C om pan y A C om pan y B C om pan y C
S a le s  .......................................................... $1,000,000 $600,000
In ven tory , D ecem b er 31 ............... .......................  260,000 200,000 150,000
T o ta l C red its  ............................ 1,200,000 750,000
D e b it s :
In v en to ry , J a n u a ry  1 .................... 110,000 70,000
M a ter ia l P u r c h a se s  ............................ 370,000 400,000
L abor .......................................................... 340,000
M a n u fa ctu r in g  E x p e n ses  ............. 200,000
S ellin g  E x p e n ses  ................................. 50,000 80 ,000
A d m in is tr a tiv e  E x p e n ses  ............. 30,000 50,000
T o ta l D eb its  .............................. 1 ,100,000 600 ,000
N e t  P ro fit fo r . Y e a r  ................................... 100,000 150 ,000
Su rp lus per T ria l B a la n c e  .................... 400,000 180,000
455,000 500,000 330 ,000
M ajor ity  I n t e r e s t s :
100% o f C om pan y A  ................................................ 455,000
264 ,000
66,00©
$2 0 ,000
3 ,000
180,000
20,000
90,000
7 6 ,0 0 0
76,000
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( 4 )  M a jo r ity  Surp lus, C om p an y A  ..............................................................................  16,000
M a jo r ity  Su rp lus, C om p an y C ............................................................... 2,400
B u ild in g s  ......................................................................................................................  13,600
To e lim in a te  in terco m p a n y  p rofits  on  co n stru ctio n . P ro fit $20,000,
M a jo r ity  in te r e st  in  s u b s id ia r y  80 % =$16,000. D ep rec ia tio n  fo r
3 y e a rs  @ 5% on in terco m p a n y  profit so  e lim in a te d  resto red  to  
m a jo r ity  in te r e s t  in  su rp lu s  o f  C om p an y C.
(5 )  M a jo r ity  Su rp lus, C om p an y A  ............................................. ................................  15,000
M a jo r ity  S u rp lus, C om p an y  B  ..............................................................................  7,200
In v en to ry — D ecem b er  31, 1927 ....................................................................  22,200
T o e lim in a te  in terco m p a n y  p ro fit in  in v en to r ies , D ecem b er 31, 1927.
(6 )  D iv id en d s  R ece iv ed  .......................................................................................................... 162,000
M ajority , S u rp lu s C om pan y A ...................................................................................  200,000
M inority , S u rp lu s C om p an y B  ................................................................................. 10,000
M inority , S u rp lu s C om p an y C ................................................................................. 18,000
D iv id en d s P a id  .......................................................................................................... 390,000
T o e lim in a te  in terco m p a n y  d iv id en d s  an d  to  ch a rg e  b a la n ce  a g a in s t  
S u rp lus.
( 7 )  F ir s t  M ortgage  B o n d s ..................................................................................................  300,000
M a jo r ity  S u rp lu s C om pan y C ...................................................................................  4,800
M in or ity  S u rp lu s C om p an y C ................................................................................. 1,200
I n v e stm en t in  C om p an y A  ..............................................................................  306,000
T o e lim in a te  C om pan y C’s  in v e s tm e n t in  bon d s o f  C om pan y A.
( 8 )  M ajority , C a p ita l S to ck  C om p an y  B  ...............................................................  630,000
M ajority , C a p ita l S tock  C om p an y  C .................................................................  240,000
M ajority , S u rp lus C om pan y B  ..............................................................................  360,000
M ajority , Su rp lu s C om pan y  C .................................................. ...........................  96,000
G ood w ill ................................. ...............................................................................................  34,000
In v e stm en t in  C om pan y B  ..............................................................................  1,030,000
In v estm en t in  C om pan y  C ................................................................................. 330,000
T o e lim in a te  in tercom p an y  h o ld in g s  in  c a p ita l sto ck  o f  su b sid iar ie s.
C O M PA N Y  A  A N D  S U B S ID IA R IE S  
C on so lid ated  B a la n c e  S h ee t 
D ecem b er  31, 1927
A S S E T S
C u rre n t A s s e t s :
C ash  ...................................................................................................................
N o te s  R ece iv a b le  ............... ..........................................  $23,000
L e s s — N o te s  R ece iv a b le  D isco u n ted  ...............  5,000
A cco u n ts  R ece iv a b le  ................................................... 538,000
L e s s — R e ser v e  fo r  D o u b tfu l A cco u n ts  . . . .  33,000
In v e n to r y  .........................................................................................................
T o ta l C urrent A ss e ts  ....................................................................
F ix e d  A s s e ts :
B u ild in g s  ...........................................................................  $1,696,400
L e s s — R e serv e  for  D e p r e c ia t io n .........................  285,000
M ach in ery  an d  E q u ip m en t .................................... 794,000
L e s s — R eserv e  for  D ep rec ia tio n  .......................  160,000
$318,000
18,000
505,000 
602,800
$1,443,800
1,411,400
634,000
T o ta l F ix e d  A ss e ts  .........................................................................  2 ,045,400
O th e r  A s s e t s :
G ood w ill .......................................................................................... ................. 136,000
T o ta l A ss e ts  ........................................................................................  3 ,625,200
L IA B IL IT IE S  ------------------
C u r re n t L i a b i l i t i e s :
N o te s  P a y a b le  ............................................................................................. 140,000
A cco u n ts  P a y a b le  ...................................... ...............................................  230,000
A ccru ed  L ia b ilit ie s  ................................................................................... 66.000
T o ta l C urrent L ia b ilit ie s  ..........................................................  436,000
F ix e d  L ia b i l i t i e s :
F ir s t  M ortgage B o n d s .........................................................................  500,000
T o ta l L ia b ilit ie s  ................................................................................. 936,000
N E T  W O R T H  
M a jo r i ty  I n te r e s t s :
C ap ita l S tock  ............... .................................................  2 ,000,000
*Su rp lu s .................................................................................  472,400
M in o r ity  I n te r e s ts :  ------------------  2 ,472,400
In  C om p an y B :
C ap ita l S to ck  ........................................................ 70,000
*S u rp lu s ....................................................................  40,000
In  C om pan y C : ------------------  110,000
C ap ita l S to ck  ........................................................ 60,000
*S u rp lu s ....................................................................... 46,800
------------------ -106,800
T o ta l N e t  W o rth  ................................................  2 ,689,200
T o ta l L ia b ilit ie s  a n d  N e t W o r th ............... 3 ,625,200
♦ S u b jec t to  F e d er a l T a x es .
of B was increased by $200,000 and Com­
pany A  purchased 90 per cent of the 
increase, i t  m ig h t appear th a t th is  trans­
action affected the good w i l l  resu ltin g  
from  the o r ig in a l purchase o f Company 
B stock. I t  is true  th a t had Company A  
fa iled  to  exercise its  r ig h t  to  purchase 
the add itiona l stock issue of B i t  w ould 
have re linqu ished some of its  equities in  
the surp lus of B, bu t when i t  exercised 
its  r ig h ts  and purchased the add itiona l 
stock i t  preserved its  o r ig in a l equities 
and there was ne ithe r good w i l l  no r nega­
tiv e  good w i l l  re su ltin g  fro m  the add ition ­
a l purchase. In  the  present instance the 
surplus of the subs id iary  was the same 
a t both dates of purchase by the ho ld ing  
company, bu t even had the surp lus of B 
a t the  tim e of the second purchase been 
greater or less tha n  the surp lus a t the 
date of the o rig in a l purchase, the resu lt 
w ould have been the same as long as the 
ho ld ing  company m ere ly m ain ta ined the 
same re la tive  in te rest in  the subsid iary.
W hen B  acquired Company D ’s assets, 
lia b ilit ie s  and business i t  d id  not acquire 
any of the cap ita l stock of D and hence 
D is not a subsid iary o f the ho ld ing  com­
pany and its  cap ita l and surp lus do not 
enter in to  the consolidated statement.
In  the t r ia l  balance o f Company A  there 
is an item  of Notes Receivable $70,000 
and another item  of Notes Receivable 
Discounted $15,000. In  the explanations 
given in  the problem  i t  is stated th a t A  
has notes of Company C fo r $70,000 and 
hence i t  appears obvious th a t the Notes 
Receivable D iscounted $15,000 are the 
(C o n tin u e d  on pa ge  153)
IN MEMORIAM
ROY THOM AS B E L L , C. P. A . (Ind . 
No. 447, December 18, 1922; Ohio No. 315, 
A ugust 30, 1923), died ve ry  suddenly in  
Columbus, Ohio, on Saturday m orn ing , 
M arch 23, 1929.
M r. Bell, who was born in  C irc lev ille , 
Ohio, on December 19, 1882, had been a 
p ra c tic in g  pub lic  accountant fo r  a num ­
ber o f years, and a t the tim e  o f h is  death 
was serv ing as a member o f the State 
Board o f Accountancy o f Ohio; was Dean 
o f the College of Commerce and Finance, 
Youngstow n In s titu te  o f Technology and 
was p ra c tic in g  accounting under the  firm  
name o f Roy T. B e ll &  Company, a t 
Youngstown, Ohio. He was a Mason and 
a member of the  Youngstown L ions Club, 
Youngstown Chamber o f Commerce, the 
Ohio Society o f Certified P ub lic Account­
ants and of The Am erican Society o f 
Certified P ub lic  Accountants.
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 137
Why Regulatory Legislation?
F RO M  s e v e ra l  so u rc e s  th is  q u e s ­t io n  h a s  b e e n  p ro p o u n d e d  to  th e  E d i to r  s in c e  th e  F e b r u a r y  
is s u e  c o n ta in e d  a n  a r t ic le  d is c u s s in g  
r e g u la to r y  le g is la t io n  a n d  th e  c e r tif ie d  
p u b lic  a c c o u n ta n t .
W h ile  to u ch in g  upon the  question in  
the  prev ious a rtic le , no a tte m p t was 
made to  present a rgum ents in  fa v o r o f 
th a t  type  of le g is la tio n . The discussion 
concern ing  such le g is la tio n  n a tu ra lly  
re la tes  to the  effect on th ree  d is tin c t 
groups and w i l l  be considered in  the 
o rd e r o f th e ir  re la t iv e  im portance.
The  p u b lic  needs to  be pro tected 
aga inst incom peten t and /o r  unscrup­
ulous pu b lic  accountants. R e g u la to ry  
le g is la tio n , p ro p e rly  enacted, recognizes 
the  r ig h t  o f p r iv a te  con trac t, and 
does no t in  any w ay a tte m p t to abridge 
the  same.
Law s re g u la tin g  the  p ractice  o f m ed­
ic ine  have never sough t to  p reven t 
one no t reg is te red  the re un de r fro m  sug­
gesting  to a fr ie n d  o r even to  a chance 
acqua intance th a t a ce rta in  rem edy 
w o u ld  be good fo r  an a ilm e n t w ith  
w h ic h  said fr ie n d  o r chance acq ua in t­
ance happened a t th a t tim e  to  be tem ­
p o ra r ily  afflic ted. Law s re g u la tin g  lega l 
p ra c tice  have never sough t to  p reven t 
the  in d iv id u a l, who m ay have had an 
experience som ewhat a k in  to  one re ­
la te d  to  h im  fro m  passing on in  a con­
ve rsa tion  such advice, even though  
le ga l in  na tu re , as he  m ig h t desire to 
fu rn is h . Laws re g u la tin g  pharm acists  
do no t p ro h ib it  a chap who is n o t reg­
is te red  fro m  m ix in g  a concoction fo r  
h im s e lf a n d /o r  fo r  some fr ie n d . The 
purpose o f a l l  such re g u la to ry  law s is 
to  l im it  p u b lic  p ractice  to  those who 
have m et th e  ru les  and s tandards p re ­
scribed by the State th ro u g h  boards in  
c o n tro l o f the  va rious  professions o r 
occupations.
The question is som etim es ra ised as 
to  w h e the r th is  type o f le g is la tio n  fo r  
accountancy is w ith in  th e  po lice  power 
o f the  State and, the re fo re , c o n s titu ­
tio n a l, the  sta tem ent u su a lly  be ing 
made th a t i t  has n o th in g  to  do w ith  
p u b lic  hea lth , o r life , o r lib e r ty ,  a l l 
such suggestions s topp ing  sh o rt o f any 
reference to  p ro p e rty  o r the  p u rs u it o f 
happiness. R e g u la to ry  law s cove ring  
m edicine, pharm acy, d e n tis try , nu rs in g , 
etc., are based fu n d a m e n ta lly  on the 
r ig h t  o f the  State to  p ro te c t th e  he a lth  
and l i fe  o f its  c itizens. Law s re g u la t­
in g  a tto rneys, a rch itec ts  and engineers 
have a tw o fo ld  basis upon w h ich  they  
have been supported. One re la tes to
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the  need fo r  p ro te c tin g  the li fe  o r l ib ­
e rty  o f the in d iv id u a l when i t  is in  
jeopardy, in  connection w ith  co u rt p ro ­
ceedings, o r th e  possible loss o f life , 
w h ich  m ay re s u lt f ro m  fa u lty  construc­
tio n  based on im p ro p e r a rc h ite c tu ra l 
prov is ions, o r the danger to  the  he a lth  
o f a com m u n ity  fo llo w in g  incom peten t 
eng inee ring  procedure as a ffec ting  the  
disposal o f sewage o r p rov is ions fo r  a 
sa tis fa c to ry  w a te r supply.
In  connection , however, w ith  these 
hea lth , l ife ,  and lib e r ty  re la tio nsh ips  
the re  is also, and the  same has been 
considered by the  courts , a re la tio n sh ip  
to  the  p o s s ib ility  o f p ro p e rty  losses as 
the  re s u lt o f incom petence o r unscrup­
ulousness on the  p a rt o f a tto rneys, 
arch itec ts  o r engineers. The a tto rn ey  
has a re la tio n s h ip  to  the  courts  w h ich  
i t  is p rope r to  regu la te , no t m ere ly  be­
cause he may, in  said practice , be ca lled 
upon to  p ro te c t the  l i fe  o r lib e r ty  o f h is 
c lie n t, as w e ll as to  dem and pun ish ­
m ent o f one who has been ne g lige n t o f 
the  l i fe  and lib e r ty  o f o thers, b u t also 
because o f the  fa c t th a t he stands in  a 
po s itio n  where p ro p e rty  r ig h ts  o f n o t 
o n ly  c lien ts , b u t o f th ir d  pa rties  are in ­
vo lved in  m any lega l proceedings. The 
a rch ite c t and engineer are  regu la ted  
no t e n tire ly  because o f the  re la tio n s h ip  
o f th e ir  p ro fess iona l conduct to  l i fe  
and he a lth , b u t also because o f the  
p o s s ib ility  th a t  the  p ro p e rty  o f th ird  
pa rties  m ay be endangered because o f 
th e ir  incom petence. Law s re g u la tin g  
surveyors, l ik e  laws re g u la tin g  p u b lic  
accountants, m ust be based e n tire ly  on 
the  po lice pow er o f the  State to  p ro ­
tec t the  innocen t th ir d  p a r ty  when 
p ro p e rty  in te rests  are invo lved .
States qu ite  fre q u e n tly , unde r the 
th e o ry  o f po lice  power, have success­
fu l ly  un de rtaken  to  regu la te  personal 
actions re la t in g  to  p ro p e rty  a ffa irs , as 
w e ll as to  regu la te  groups h a v in g  to  
do th e re w ith . Law s go ve rn ing  ba n k in g  
practices, p lac in g  ce rta in  re sp o n s ib ili­
ties upon d irec to rs  and even upon stock­
ho lders, to  a t least tw ice  the  am oun t o f 
th e ir  investm ents, are based e n tire ly  
upon the po lice power o f the  State to  
p ro te c t the  pu b lic , w h ich , in  th is  case, 
is th e  th ird  p a rty , a possible c re d ito r 
in  the  fo rm  o f a depositor. M ore states 
have p rov ided  B lu e  Sky le g is la tio n  
under w h ich  stocks and bonds are 
passed upon by State Boards in  advance
o f th e ir  issue and fo llo w in g  w h ich , in  
m any cases, i f  n o t in  a m a jo r ity , th e  
State does no t con tinue  its  superv is ion  
over the  o rgan iza tions  issu ing  the  same 
except in s o fa r as any change in  am oun t 
o f issue m ust be con firm ed by the  S tate 
Com m ission. States in  the  same m an­
ner, in  m any cases, have un de rtaken  to  
s t i l l  fu r th e r  p ro te c t the  pu b lic  by re ­
q u ir in g  th a t s tock and bond salesmen, 
insurance and re a l estate agents, as 
w e ll as others, sh a ll be reg is te red  w ith  
the  State under such cond itions  as th a t  
fo r  im p rope r practices, the r ig h t  se­
cured by  re g is tra t io n  m ay be w ith ­
draw n .
U n t i l  M a ry land  passed its  present ac­
co u n tin g  la w  in  1924, w h ich  has since 
been fo llo w e d  by law s in  seven o th e r 
states, no a tte m p t had been made on 
the  p a r t o f any State to  p rov ide  com­
pu lso ry  re g is tra t io n  fo r  those who acted 
in  the  capac ity  o f pu b lic  accountants, 
and fu rn is h e d  statem ents w h ich  were 
ve ry  o ften  used in  prospectuses, w hen 
stock and bond issues were be ing 
floated, as seem ing ly fu rn is h in g  a p ro ­
te c tio n  to  the  p u b lic  aga inst the  p u r­
chase o f a stock o r bond issue w h ich  
was ta in te d  w ith  possible fra u d . In  th e  
same w ay loans were o ften  consum ­
m ated n o t o n ly  by banks, b u t by in ­
dependent investors, based upon sta te­
m ents p u rp o r tin g  to  have been made by 
pu b lic  accountants u n kno w n  to  the  
p a r ty  fu rn is h in g  the  money, when in  
re a lity , in  cases w h ich  a c tu a lly  occur­
red, the sta tem ents had been prepared 
by p r iv a te  employes o f the  persons fo r  
w hom  the sta tem ents w ere prepared, 
the y  be ing the  pa rties  in  in te re s t and, 
in  some cases, were prepared w ith  th e  
in te n t to  de fra ud  and in  o th e r cases, 
prepared by those who were incom pet­
en t to  m ake a p rope r p resen ta tion  o f  
the  ac tua l facts invo lved .
The State has as m uch r ig h t  to  p ro ­
tec t its  ow n c it iz e n ry  aga inst the  in ­
competence and unscrupulousness o f  
those p re te nd ing  to  serve as pu b lic  ac­
countan ts, by  re q u ir in g  th e ir  re g is tra ­
t io n  and then  p ro v id in g  th a t the  S ta te  
m ay cancel the  r ig h t  to  so p ractice  in  
case m ethods are used w h ich  are de t­
r im e n ta l to the  pu b lic  in te res t, as i t  
has to p ro te c t its  c it iz e n ry  aga inst th e  
unscrupu lous actions o f boards o f d i­
rec to rs  o f b a n k in g  in s titu t io n s  o r to  re ­
q u ire  th a t persons s e llin g  stocks and  
bonds sh a ll be re g u la r ly  licensed. I t  
has o fte n  been said th a t the  o r ig in a l 
type o f C. P. A . la w  has an e lem ent 
o f re g u la tio n  in  i t  because the phrase
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" to  reg u la te  pu b lic  acco un ting ”  ap­
peared in  m ost o f the  t it le s . I t  is tru e  
th a t  a l l  such law s gave the  State board  
created the  r ig h t  to  revoke any C. P. A. 
ce rtif ica te  fo r  cause, b u t the re  was no 
p ro v is io n  by w h ich  the  d iscred ited  
ho ld e r cou ld  be prevented fro m  con­
t in u in g  h is practice  as a pu b lic  accoun t­
an t.
T h is  s itu a tio n  leads us to  consider 
fo r  a m om ent w h a t is re a lly  in tended 
by re g u la to ry  le g is la tio n . I t  is n o t an 
a tte m p t to  ab ridge  the  r ig h t  o f p r iva te  
con tra c t. No la w  cou ld  ever be passed, 
c o n s titu t io n a l in  character, w h ich  w o u ld  
p ro h ib it  an in d iv id u a l, f irm  o r co rpora ­
t io n  fro m  em p loy ing  whom soever he o r 
i t  desired to  a u d it the  books and pre­
pare  any statem ents th a t were needed, 
p ro v id ed  such a u d it and such sta te ­
m ents were made and prepared so le ly  
fo r  the  use o f the  in d iv id u a l, f irm  o r 
c o rp o ra tio n  in  question. W hen, how ­
ever, th a t  re p o rt is  in  a fo rm  suscept­
ib le  o f be ing used o r is used w ith  a 
th ir d  p a rty , the  p u b lic  has an in te re s t 
and the  pu b lic  has a r ig h t  to  be p ro ­
tected. The p u b lic  has a r ig h t  to  be­
lieve th a t  such a re p o rt was prepared 
by a d is in te rested  p a rty  and i f  such 
does n o t prove to  be the  case the re  
shou ld  be some w ay by w h ich  n o t o n ly  
the  in d iv id u a l who prepared the  re p o rt, 
b u t the in d iv id u a l, f irm  o r co rp o ra tion  
w h ich  used i t  shou ld  be am enable to  
the  r ig h t  o f the  State to  p ro te c t its  
c itizens. T h a t is th e  th e o ry  on w h ich  
a re g u la to ry  la w  shou ld  be based.
V e ry  o fte n  ce rtif ie d  p u b lic  account­
an ts and p u b lic  accountants have m is­
in te rp re te d  the  purpose o f the  law . 
T hey  have th o u g h t th a t  i t  was de­
signed to  g ive  to  them  some personal 
advantage w h ich  o therw ise  th e y  cou ld 
n o t ob ta in . Some have th o u g h t th a t i t  
was designed to  p ro te c t the  class, 
ra th e r  tha n  to  p ro te c t the  pu b lic . They 
have som etim es th o u g h t th a t i t  was 
possib le unde r such a la w  to  p ro h ib it  a 
m an fro m  re n d e rin g  service fo r  m ore 
th a n  one c lie n t and have in te rp re te d  
the  w o rd  “ p u b lic ”  to  cover a l l  w ho 
m ig h t w o rk  fo r  tw o  o r m ore people. 
O fttim e s  they  have n o t d iffe re n tia te d  
between th e  w o rk  o f the  p u b lic  ac­
co u n ta n t and w h a t is the w o rk  o f one 
w ho m ig h t be p ro p e rly  designated as a 
pu b lic  bookkeeper. P r im a r ily ,  the  pub­
lic  re la tio n sh ip  is o n ly  estab lished w hen 
the re s u lt o f w o rk  done by an account­
a n t fo r  a c lie n t is p u t in  a fo rm  suscept­
ib le  o f be ing used to in fluence a th ird  
p a rty . T h a t is w hen the  r ig h t  o f the  
S ta te  to  p ro te c t the  p u b lic  begins and 
the  po lice  power shou ld  be exercised 
aga ins t the  user o f the  re p o rt as w e ll 
as aga inst the  p repa re r o f the  rep o rt. 
In  m ost cases, w here the re  is an incen­
tiv e  to  u t il iz e  a fa u lty  re p o rt, the  in ­
cen tive  is g rea te r w ith  the  in d iv id u a l,
f irm  o r co rp o ra tion  fo r  w hom  o r fo r  
w h ich  the re p o rt was prepared tha n  
w ith  the in d iv id u a l w ho prepared it .
R ecen tly  business cond itions  have so 
changed th a t investm en ts  have become 
w id e ly  scattered. Stocks and bonds are 
no lo ng er expected to  be re ta ine d  by 
the  fin a n c ia l houses w h ich  floa t them , 
b u t the  u n d e rw rit in g s  are made fo r  the  
p ro fits  a ris in g  in  the  f irs t  instance, w ith  
the  avowed in te n tio n  o f resale. W ith  
the  increased p ro sp e rity  w h ich  has 
come to the  cou n try , even tho ugh  i t  
was c la im ed d u r in g  the  la s t p o lit ic a l 
cam paign th a t i t  was f ic tit io u s , a la rge  
p a rt o f o u r c itizensh ip  has jo in e d  the 
in ve s tin g  class and the  necessity fo r  
independent a u d it s ta tem ents has ra p ­
id ly  increased. The p u b lic  has an in ­
te rest, the re fo re , w h ich  needs to  be p ro ­
tected th a t i t  d id  n o t have p r io r  to  the  
developm ent o f the  corpora te  p lan  o f 
m anagem ent and p r io r  to  the  tim e  
w hen securities o f a l l fo rm s  were 
placed on the  m a rk e t in  such am ounts 
as to  be ava ilab le  to  the  sm a ll in ves to r 
as w e ll as to  the  la rge.
W ith  a re g u la to ry  la w  in  opera tion , 
every re p o rt prepared and susceptib le o f 
use fo r  c re d it purposes, every re p o rt 
p repared as a basis fo r  reques ting  is ­
suance o f stocks o r bonds w i l l  e ith e r be 
prepared by an em ploye o f the  in d i­
v id u a l f irm  o r co rp o ra tion  seeking the  
same, by a ce rtif ie d  p u b lic  accoun tant 
o r a pu b lic  accoun tant re g u la r ly  reg is­
te red  w ith  the  State B oard , o r by some­
one outside these tw o  classes. In  the 
f irs t  case the in d iv id u a l, f irm  o r  co r­
p o ra tio n  assumes f u l l  re s p o n s ib ility  
and the c re d it basis is e n tire ly  a p r iv a te  
m a tte r, the re  be ing no a u d ito r ’s o r pub­
lic  accoun tan t’s sta tem ent. In  the  sec­
ond case the accoun ting  o rg an iza tio n  
p re p a rin g  the  same assumes the  re ­
sp o n s ib ility  fo r  the  p rope r s ta tem ent o f 
fac ts  in c luded  th e re in  and is am enable 
to  the  State B oard  fo r  any v io la t io n  o f 
standards th a t have been established 
o r recognized by it .  In  the  th ird  case 
the  p repa re r o f the  re p o rt, subscribed 
to  by h im , no t be ing reg is te red  and 
thus  am enable to  the  State Board, and 
the user o f the same— the c lie n t—  
w o u ld  each be lia b le  to  the  State on a 
penal charge.
The re s u lt o f th is  type o f le g is la tio n  
is th a t the  inves to r loans m oney o r buys 
secu rities  on the sta tem ent o f the  bo r­
ro w e r h im s e lf o r, in  a d d itio n  to  the  
genera l fin a n c ia l re s p o n s ib ility  o f the 
bo rrow e r, he has an added safeguard 
in  the  re p o rt o f an accoun tant aga inst 
w hom  he can m ake co m p la in t to  the  
State B oard  fo r  incom petency o r u n ­
scrupulousness, unless the  rep o rt, 
w h ich  he should req u ire , p u rp o rts  to  
have been made by an accoun tan t who 
was no t reg istered, in  w h ich  case the 
prospective in ves to r as w e ll as the
ac tua l inves to r, m ay appeal to  the  
cou rts  aga inst bo th  accoun tant and 
bo rrow e r under the  penal p rov is ions of 
the law . L is ts  o f reg is te red  account­
ants are easily ava ilab le  in  M ich igan  
w here an an nu a l re g is te r is p r in te d  
co n ta in ing  the  names o f a l l such, to ­
gether w ith  th e ir  addresses, and copies 
are fu rn is h e d  to  a l l bankers, coun ty  
c le rks, c ity  c le rks , p roba te  judges, c ir ­
c u it judges and any o thers who request.
The question  m ig h t p ro p e rly  be 
asked as to  w h e the r the re  is any need 
fo r  th is  type o f le g is la tio n . Speaking 
fro m  o u r experience in  M ich igan , and I  
know  th a t the  same facts  ex is t in  o th e r 
states, the  re g u la to ry  la w  p e rm itte d  
the  State B oard  to  close up several 
accoun ting  o rg an iza tions  o r hasten the  
rem ova l o f th e ir  sphere o f a c t iv ity  to 
o the r states, because o f the  fa c t th a t 
th e ir  practices were in im ic a l to  the  
pu b lic  in te res t. The M ich igan  B oard 
had several i l lu s tra t iv e  cases ca lled  to 
its  a tte n tio n , w h ich  were used in  p re ­
sen ting  the  m a tte r to  th e  M ich igan  
Le g is la tu re  w hen the  la w  was passed. 
I t  had th e  sup po rt o f S tate o ffic ia ls  due 
to  the  fa c t th a t  the y  had received e r­
roneous rep o rts  in  connection w ith  the  
franch ise  tax . I t  had the  sup po rt o f 
a tto rneys  w ho had fo u n d  a g rea t 
source o f annoyance in  im p ro p e r ly  pre­
pared fin a n c ia l repo rts . I t  had th e  sup­
p o rt o f bankers due to the fa c t th a t 
m any o f them  a t d iffe re n t tim es had 
reason to  com p la in  o f rep o rts  w h ich  
had been prepared by w ou ld -be pub­
l ic  accountants. I t  had th e  sup po rt o f 
business o rgan iza tions  w h ich  had been 
m u lc ted  by pseudo p u b lic  accountants 
and em bryo ta x  experts.
Since the  w a r the  num ber o f pu b lic  
accountants has increased ve ry  rap i d ly . 
I t  was tru e  th a t each year the re  had 
been an in c rea s ing  num be r o f these 
m en who secured th e ir  C. P. A . cer­
tif ica te s  by exam ina tion , and thus 
placed them selves where they  w orked  
unde r the  c o n tro l o f the  State Board. 
The cost-p lus type o f con trac t, th e  in ­
creased dem and fo r  r ecords fro m  w h ich  
co rrec t rep o rts  m ig h t be secured, neces­
s ita te d  by incom e ta x  le g is la tio n , in ­
creased the  dem and fo r  th is  type of  
service beyond w h a t the  com petent sup­
p ly  fu rn is h e d  and the  supposedly la rge  
fin a n c ia l re tu rn s  lu re d  m any adven­
tu re rs  in to  the  fie ld .
T he  no n -ce rtified  accoun tan t has 
been benefited by the  re g u la to ry  type o f 
le g is la tio n , a lth ou gh  i t  is p r im a r ily  in  
the in te re s t o f the  pu b lic . I t  gave h im  
a lega l s tand ing  and re c o g n itio n  w h ich  
he d id  no t have, and at the  same tim e  
placed upon h im  ce rta in  resp on s ib ilitie s  
w h ich  he had n o t p re v io u s ly  assumed. 
P r io r  to  the  passage o f such laws he 
was p e rm itte d  to  take a C. P. A . ex- 
(C o n tin u e d  on page  144)
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Speaking of “Figgers”
A  C E R T IF IE D  P u b l ic  A c c o u n ta n t!  M y d e a r ,  a n d  I  c a n ’t  e v e n  a d d  five a n d  five w i th o u t  u s in g  
b o th  h a n d s .”
T h is , ve rb a tim , is the  u tte rance  o f a 
ve ry  c lever wom an, evidence to  the  con­
t ra ry ,  n o tw ith s ta n d in g ; and the  
s trangest lo ok  o f awe spread over her 
face as she said it .
There  is such a c lear lin e  o f de­
m arca tion  between the  “ fig g e r”  lovers 
and! the  “ fig g e r”  ha ters th a t one is in ­
c lined  to lo ok  w ith  reverence upon his 
a n tithes is  ju s t  as th is  wom an d id  a t me 
and I  a t her.
A nd  r ig h t  here le t  me say th a t be ing 
a ce rtifie d  pu b lic  accoun tant requ ires  
a b ra in  o f no g rea te r size o r q u a lity  
tha n  be ing a m em ber o f any o th e r p ro ­
fess ion . Jus t because i t  is the  la s t 
pro fession fo r  wom en to  en te r does no t 
s ig n ify  th a t i t  is m ore d iff ic u lt  o f a t­
ta in m e n t o r th a t i t  requ ires  a special 
k in d  o f custom -m ade b ra in  w ith  w h ich  
to  m aster the  jo b . Needless i t  is to  
deny th a t i t  requires an ana ly tica l, o r­
d e rly , m a the m atica l m in d  b u t i t  also 
requ ires qu a litie s  o f sou l and body to  
m ake effective the  lo g ica l reactions and 
conclusions o f th a t m ind .
There  has never live d  the pe rfe c t cer­
t if ie d  p u b lic  accoun tant, possessing a ll 
o f the  m uch-to-be-desired q u a litie s : 
trus tw o rth in e ss , fearlessness, energy, 
steadfastness, a studious and in q u ir in g  
tu rn  o f m ind , a b il i ty  to  seek the  t ru th  
and to  ju dg e  fa ir ly  and w ith o u t p re ju ­
dice o r pe rson a lity . F o rg ive  us o u r 
sho rtcom ings; we are b u t hum an.
B u t the re  are ce rta in  q u a lifica tio ns  
an accoun tant m ust have. F ir s t  o f a l l 
he o r she m ust be a lo v e r o f m athe­
m atics. I  use the  te rm  “ lo v e r”  ad­
v ised ly . One m us t have a passion fo r  
figu res in  o rd e r to  a tta in  the  techn ica l 
know ledge o f how  to  use them  con­
s truc tive ly . Once he is in tim a te  w ith  
them  and th e ir  uses and abuses, i t  is 
am azing w h a t d u t ifu l servants th e y  be­
come and w h a t th e y  can te l l  h im . The 
servants in  h is  k itc h e n  are no m ore 
fa ith fu l in fo rm a n ts .
I  once au d ite d  th e  books o f a m an 
w hom  I  had never seen and abou t w hom  
I  had kno w n  n o th in g . He had rece n tly  
d ied and I  had the re fo re  no o p p o rtu n ity  
to  le a rn  fro m  h im  a n y th in g  o f h im se lf. 
There  were serious inaccuracies in  h is  
accounts and a sm a ll shortage in  h is  
funds. A f te r  ta lk in g  w ith  h is  business 
associate and a rra n g in g  a s a tis fa c to ry  
se ttlem ent o f a ffa irs , I  to ld  h im  th a t  I  
knew  h is p a rtn e r to  be fu n d a m e n ta lly  
honest bu t th a t he was v e ry  careless 
and the re fo re  ne ga tive ly  d ishonest. He
B y  E L L EN  L IB B Y  E A S T M A N
A  ce rtifie d  p u b lic  accoun tant ta lk s  fro m  
personal experience o f the  oppor­
tu n it ie s  and d ifficu ltie s  w h ich  con­
f ro n t  the  w om an who w o u ld  seek 
success in  th a t  com p ara tive ly  new 
and uncharted field.
(R e p r in ted  fro m  I n d e p e n d e n t  W o m a n ,  
N o v e m b e r , 1928.)
was amazed to  hear me defend h is  as­
sociate a fte r  th e  discoveries I  had 
made. I  the n  to ld  h im  the  cha racte r­
is tics , d a ily  ha b its  and even some o f the  
personal manners o f h is  dead partner, 
and he m arve lle d  th a t  I  knew . I t  was 
a ll w r it te n  in to  h is  records as p la in ly  as 
tho ugh  carved on tab le ts  o f stone fo r  
those who had m inds tra in e d  to  see and 
to  understand .
The next in  o rd e r a fte r  a passionate 
love o f figu res and th in g s  m athem atica l, 
comes the a b il i ty  to  seek and to  f in d  the 
t ru th .  One m ust kno w  how  to  trans la te  
i t  w ith  the  few est possible processes and 
by the  s im p les t procedure in to  those 
figu res w h ich  a ll w ho ru n  can read, i f  
no t understand . A nd  th a t is a l l the re  
is to  i t — to fin d  the  t r u th  and tra n s la te  
i t  e ffic ie n tly  in to  figures.
O f the  s p ir itu a l and the  phys ica l re ­
qu is ites fo r  success in  the  pro fession, I  
w o u ld  speak o f the  phys ica l f irs t.  One 
m ust be s tro n g  o f body and p le n t ifu l in  
endurance in  o rd e r to  ca rry  on the 
w o rk . T h is  is especia lly tru e  o f one 
s ta r t in g  in  business in  the  sm a lle r 
c ities. One m ust be w i l l in g  and able to  
endure long  and i r r e g u la r hours, un ­
usua l w o rk in g  a rrangem ents and d i f ­
f ic u lt  t ra v e l cond itions . I  have w o rked  
e ighteen ou t o f the  tw e n ty -fo u r hours 
o f a day w ith  tim e  fo r  b u t one m ea l; I  
have w o rked  in  th e  office o f a bank 
p res iden t w ith  its  m ahogany fu rn is h ­
ings and o r ie n ta l rugs and I  have 
w o rked  in  the  corner o f a g ra in  m il l  
w i th  a g ra in  b in  fo r  a desk and a sa lt 
box fo r  a c h a ir ; I  have been accorded 
the  courtesy o f th e  p r iv a te  car and 
chau ffeu r o f m y  c lie n t and have also 
w a lked  tw o  m iles  over the  top  o f a 
m o u n ta in  to  a lu m b e r camp inaccessible 
even w ith  a F o rd  car. I  have rid de n  
fro m  ten  to  f ifte e n  m iles  in to  th e  coun­
t r y  a fte r  leav ing  the  ra ilro a d , the  on ly  
conveyance be ing a horse and traverse  
runne rs— and th is  in  the  seve rity  o f a 
New E ng la nd  w in te r. I  have done i t  
w ith  the  the rm o m e te r re g is te r in g  fo u r ­
teen degrees below  zero and a tw e n ty - 
five  m ile  per h o u r gale b low ing . I  have 
c h ille d  m y fee t and frozen  m y nose fo r
the  sake o f success in  a jo b  w h ich  I  
love. I  have been snowbound in  r a i l ­
road  sta tions and have been stranded 
five  m iles  fro m  a garage w ith  bo th  rea r 
t ire s  o f m y car fla t. I  have rid d e n  in to  
and ou t o f open c u lv e rt d itches w ith  the  
w o rkm e n  sh o u tin g  w a rn in gs  to  me. A nd  
a lw ays one m us t keep the  ap po in tm en t; 
“ how ”  is n o t the  c lie n t ’s concern.
I t  does re q u ire  phys ica l endurance 
and so do m any o th e r professions. Con­
s id e r the  m ed ica l and n u rs in g  pro fes­
sions and the  hardsh ips they  e n ta il. 
W h ile  m e tro p o lita n  w o rk  m ay re q u ire  
few e r o f th e  phys ica l hardsh ips i t  does 
in te n s ify  the  s p ir itu a l.
One m us t have courage and an ab id ­
in g  fa ith  and th e n  m ore courage and a l­
ways th e  fa ith  th a t  endures. One m ust 
be w il l in g  to  sacrifice m any com forts  
and personal desires and w o rk  w ith  a 
c e rta in ty  o f purpose and a f irm  reso lu ­
t io n  th a t  she w i l l  succeed. A nd  between 
tim es she m ust s tudy. Incom e Tax Law , 
C o u rt Decisions, T reasu ry  R u lin gs , 
p ro fess iona l magazines, w o rks  on eco­
nom ics and accountancy, and general 
c u ltu ra l a rtic le s  and books m ake up 
the  accoun tants ’ lib ra ry .  As to  the  
tech n ica l phases o f a tta in in g  the  
coveted ce rtif ic a te  and becom ing es­
tab lished  in  p ractice , the re  is a long 
s to ry  to  te ll.
B e lie v in g  ve ry  s tro n g ly  th a t one can­
n o t teach o thers  to  do w h a t he h im se lf 
has n o t done and cannot ju dg e  w o rk  
w h ich  is u n fa m il ia r  to  h im  in  its  b u ild ­
in g  process, I  m a in ta in  th a t in  o rd e r 
to  be a successful p u b lic  accoun tant 
one m ust f ir s t  be a good bookkeeper 
and a p ra c tica l cost accoun tant. I  be­
lieve  th a t i t  is advisable to  acqu ire  th is  
a r t  before s tu d y in g  th e  m ore com plex 
and h ig h ly  techn ica l science o f pu b lic  
accoun ting . A  good u n iv e rs ity  course 
fo llo w in g  ac tua l know ledge o f the 
w o rk in g  basis is idea l. B a rr in g  th a t, 
the re  are correspondence courses w h ich  
are v e ry  good and can serve the  p u r­
pose a d m ira b ly . B u t, lis te n  c losely to 
th is : p ra c tic a lly  a l l o f  them  are un­
su ited  to  th e  person w ho is n o t o r has 
no t been em ployed in  a p o s itio n  w here 
the re  is the  o p p o rtu n ity  to  do double 
e n try  bookkeep ing  and to  p ractice  cost 
accoun ting . I f  one has a p o s itio n  
w h ich  gives h im  charge o f the  account­
in g  o f a co rp o ra tio n  w here a good cost 
system  is used and double e n try  books 
k e p t and w here he can assist in  o r a t 
least have a de fin ite  w o rk in g  k n o w l­
edge o f the  a d m in is tra tiv e  and fina nc ia l 
phases o f the  conduct o f a ffa irs , then  
the  correspondence course is o f g rea t 
va lue . B u t beware o f the  schools
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w h ich  prom ise to m ake p u b lic  account­
ants to  o rd e r fro m  m echanics, s tenogra­
phers and poets!
Special coaching is  necessary fo r  
passing exam inations. H ow ever com ­
p le te  one’s tra in in g  and experience m ay 
be in  m a n u fa c tu r in g  accoun ting , one 
w i l l  need in s tru c tio n  in  the  techn ica l 
phases o f finance and m erchand is ing  
accoun ting . I f  the  experience has been 
in  b a n k in g  o r m e rca n tile  estab lish ­
m ents the re  w i l l  be need o f t ra in in g  
and specia l coaching and experience, i f  
possible, in  the  accountancy o f m anu­
fa c tu r in g . W h ile  the  fun d a m e n ta l 
p r inc ip le s  are the  same, the re  is a d i f ­
ference in  th e ir  ap p lica tio n . Special 
research shou ld  be made to  de te rm ine  
the  m ethods o f accoun ting  best adapted 
to  m u n ic ip a lit ie s  and eleem osynary in ­
s t itu t io n s . I f  experience has ta u g h t 
n o th in g  o f pu b lic  u t i l i t ie s ,  an e ffo rt 
shou ld  be made to  le a rn  som eth ing  o f 
them  before s it t in g  in  exam inations. 
E xam ina tions  u su a lly  cover th e o ry  o f 
accounts, p ra c tica l accoun ting , a u d it­
ing , app lied  economics, fed e ra l taxes 
and com m erc ia l law . I  advise special 
coaching in  com m erc ia l la w  fro m  an 
a tto rn e y  who has a h ig h  stand ing , who 
is p ra c tic in g  in  the  cou rts  and who is 
th o ro u g h ly  conversant w ith  a ll phases 
o f the  sub ject.
I  advise some ac tu a l p rac tice  in  pub­
l ic  accoun ting  be fore  ta k in g  exam ina­
tions. M any states re q u ire  th is  and 
some req u ire  a defined pe riod  o f ac­
c o u n tin g  w o rk  in  the  office o f a p ra c tic ­
in g  ce rtifie d  pu b lic  accoun tan t before 
an ap p lican t is a llow ed to  stand exam i­
na tion . T h is  is som etim es d iff ic u lt  to 
ob ta in . The best w ay fo r  a w om an to 
acqu ire  experience o th e r th a n  in  the  
office o f a ce rtifie d  p u b lic  accoun tan t is 
to  o ffe r he r services to  a person o r co r­
p o ra tio n  engaged in  a business w ith  
the  techn ica l phases o f w h ich  she is 
th o ro u g h ly  fa m il ia r .  T h is  can be fo r  
a ve ry  lo w  fee, ba re ly  cove ring  ex­
penses, fo r  the  sake o f th e  experience. 
The c lie n t has the  advantage o f o b ta in ­
in g  a ve ry  good piece o f w o rk  w ith  
l i t t le  expense. I t  is ce rta in  th a t on he r 
f irs t  pu b lic  jo b  a w om an seeking to  a t­
ta in  success as a ce rtif ie d  p u b lic  ac­
coun tan t w i l l  g ive he r best e ffo r t and 
m ost s tud ious research. I f  th is  f ir s t  
jo b  is w e ll done, she has u su a lly  ga ined 
a c lie n t. In  the  states w h e re in  ex­
perience m ust be had in  the  office o f a 
C e rtified  P u b lic  A ccountan t, the  w o­
m an des iring  to  en te r the  pro fession 
has a m uch ha rde r p rob lem  to solve. 
M ost firm s  o f p u b lic  accountants w i l l  
no t em p loy wom en in  the  capacity o f 
fie ld  w o rke rs . T hey say the re  is a 
p re ju d ice  aga inst them  am ong the 
c lien te le  and th a t they  cannot m ake 
demands upon them  fo r  the  k in d  o f 
service w h ich  men give. In  saying
th is , they  are no t an a lyz ing  th e ir  m en­
ta l reactions p ro pe rly . Those are ex­
cuses and no t reasons, bo th  o f w h ich  
successful wom en in  the  pro fession can 
disprove.
I t  appears to  be m ore d if f ic u lt  to  ob­
ta in  c e rtif ic a tio n  in  states w ith  la rge 
m e tro p o lita n  centers tha n  in  the  
sm a lle r states. N o t th a t  the  exam i­
na tions per se are any m ore d iff ic u lt  
b u t th a t the  t im e  l im i t  is such th a t one 
m ust be a w iza rd  to  com ple te the  re ­
qu irem ents  in  the  prescribed tim e . 
There seems to be a grave fe a r on the  
p a rt o f some Boards o f Accountancy 
th a t i f  too m any certifica tes  are g ran ted  
the  pro fession w i l l  become crowded.
A fte r  ce rtif ic a tio n , confidence is the  
u n d e rly in g  fa c to r w h ich  gains fo r  one 
h is  c lien ts. The c lien te le  grows s lo w ly ; 
recom m endation  passes fro m  one to 
ano the r w hen the re  is a need fo r  serv­
ice. F o r  th is  reason i t  is easier fo r  a 
wom an to  b reak in to  the  pro fession in  
a sm a lle r place w here the  business men 
and wom en kno w  each o th e r w e ll and 
he r s lig h tly .
A n o th e r fe a tu re  in  a w om an ’s fa vo r 
in  the  sm a lle r c ity  is th a t she w i l l  have 
an o p p o rtu n ity  to  p a rtic ip a te  in  c iv ic  
a ffa irs  th ro u g h  w h ich  she w i l l  ga in  the 
acquaintance o f business m en and w o­
men. A cqua in tance is necessary. You 
can re a d ily  see th a t the  wom an en te r­
in g  the  pro fession in  a sm a ll c ity  w i l l  
soon be able to  estab lish  a c irc le  o f 
business acquaintances, whereas the 
wom an e n te rin g  a pro fession in  a c ity  
l ik e  New Y o rk  w o u ld  have to  p e rfo rm  
a spectacular piece o f w o rk  before the 
business men and wom en o f the  tow n  
w o u ld  even know  o f he r existence.
Since a d ve rtis in g  in  any pro fession 
is une th ica l, the  o n ly  p u b lic ity  w h ich  
can be had is th a t ob ta ined th ro u g h  
pu b lic  service. T h is  then  serves a dua l 
purpose, th a t o f the  jo y  o f he lp ing  and, 
i f  the  service is w e ll done, th a t o f 
favo rab le  p u b lic ity .
A nd  always a w om an m ust d e live r 
the goods a l i t t le  m ore de fin ite ly , a l i t ­
t le  m ore ca re fu lly , a l i t t le  m ore per­
fe c tly  tha n  he r m ale com petito rs . She 
m ust le a rn  to  take  the  hardsh ips w ith  a 
sm ile . She m ust le a rn  to  see he rse lf 
d isparaged by some o f the  m en o f the  
pro fession and even by  some o f the 
w o rke rs  in  the  offices w here she is em­
ployed, and she m us t have a sense o f 
h u m o r and an unde rs ta nd ing  w h ich  
sees on ly  the  re a l reason back o f th is . 
She m ust have confidence in  he r own 
a b il i ty  and a lw ays give th e  service fo r  
w h ich  she w o u ld  be w i l l in g  to pay the 
fee she is cha rg ing .
Because wom en, gene ra lly , do take  
th e ir  jobs m ore serious ly  tha n  m en and 
because n a tu ra lly  they are m ore m e ti­
c u lou s ly  ca re fu l o f d e ta il, wom en are
succeeding in  the  pro fession  o f pu b lic  
accoun ting .
As n e a rly  as can be de te rm ined  60 
w om en have been g ran ted  certifica tes. 
A l l  o f these wom en cannot be located 
and so the  reco rd  o f th e ir  achievem ents 
is no t com plete. O f th is  num ber s ix 
have been ce rtif ie d  d u r in g  the c u rre n t 
year, th a t is, the  year preced ing the  
w r i t in g  o f th is  a rtic le . In  1900 a cer­
tif ic a te  was f irs t  g ran ted  to  a wom an, 
M a ry  B. N iles  o f P h ila d e lp h ia . O f the  
60 ce rtifie d  wom en, 53 o r 88 per cent 
have been ce rtif ie d  d u r in g  and since 
1920. A p p ro x im a te ly  25 per cent o f 
a l l  c e rtifie d  wom en are p ra c tic in g  in ­
dependently  and e ig h t per cent m ore 
are members o f p u b lic  accoun ting  
firm s.
M any o f these ce rtifie d  wom en are 
m em bers o f The A m erican  Society o f 
C e rtified  P u b lic  A ccountan ts . One had 
the  hono r o f be ing the  f irs t  wom an 
ce rtif ie d  p u b lic  accoun tant to  address 
the  society, ano the r has fo r  tw o  years 
been he r s ta te  rep resen ta tive , and s t i l l  
ano the r is a t p resent p rog ram  cha ir- 
ano the r was p ro g ra m  cha irm an  fo r  the
1928 conven tion  o f the  Society.
M ay I  quote one pa rag raph  fro m  the 
paper read by M iss M yra  H . Jones o f 
P itts b u rg h  a t the  1927 m ee ting  o f The 
A m erican  Society o f C e rtified  P u b lic  
A ccountants?
“ I f  the  tre n d  in  the  past ten  years 
is fo llo w e d  in  the  fu tu re , wom en w i l l  
con tinue  to  seek and to  w in  the  C. P. A. 
ce rtifica te  in  s te a d ily  increas ing  nu m ­
bers. Some o f the  m ore courageous 
w i l l  estab lish  th e ir  ow n p rac tice ; o thers 
w i l l  seek, fu t i le ly  fo r  the  m ost p a rt, op­
p o rtu n itie s  in  p u b lic  accoun ting  firm s ; 
s t i l l  o thers w i l l  en te r p r iva te  em ploy. 
In  o th e r words, u n t i l  the re  is a change 
in  the  a tt itu d e  o f p u b lic  accountants, 
w om en can o n ly  con tinue  to  develop 
in  the  p ro fession a long  the  re s tr ic te d  
lines a lready  la id  down, as i t  seems 
d e fin ite ly  established by  th is  s tudy  th a t 
the  one serious hand icap wom en C. P. 
A ’s now  face is the  re s tr ic t io n  placed 
upon th e ir  a c tiv itie s  by pu b lic  account­
ants them selves.”
A nd  th a t is w here the  sense o f hu m or 
comes in .
B u t a l l in  a l l the  m en in  the p ro fes­
s ion are a good s o rt; hum an, yes, an d 
ju s t  a b it  i l l  a t ease in  ou r presence. 
T hey h a rd ly  kno w  w h a t to do w ith  us. 
The A m erican  Society a d m itte d  us to  
th e ir  m eetings w ith  a qu izz ica l, re tice n t 
courtesy the  f ir s t  year and w ith  w a rm  
fr ie n d ly  g ree tings the  second. One 
m ig h t a lm ost say th a t we have now 
been received in to  the  Society w ith  
open arm s. Some day we m ay be re ­
ceived in to  p u b lic  accoun tants ’ offices 
in  the  same way. I  hope to  be a live  
then  and s h a ll p ro ba b ly  w ish  th a t I  
(C o n tin u e d  on pag e 152)
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Remote Control
T H IS  is  n o t  w r i t te n  a s  a  f a i r y  s to ry ,  n o r  a  r o m a n c e ;  n o r  y e t  a s  a  r e v e r s io n  to  th e  p re -w a r  
in d o o r  s p o r t  o f  d is c u s s in g  w h a t  o ne  
w o u ld  do  w ith  a  m il l io n  d o l la r s .  P a t ’s 
re p ly  to  t h a t  q u e ry  w a s  t h a t  h e  w o u ld  
b u y  a  m a h o g a n y  h o d . H e  c o u ld  n o t  
d iv e s t  h im s e lf  o f  th e  th o u g h t  o f w o rk , 
b u t  d e s ire d  t h a t  th e  in s t r u m e n ta l i t i e s  
o f  h is  w o rk  sh o u ld  b e  o f th e  k in d  h e  
th o u g h t  h e  n e e d e d , a n d  b e  o f  h ig h  
q u a li ty .  T h is  a r t ic le  a im s  to  p a v e  th e  
w a y  f o r  a c c o u n ta n ts  to  h a v e  w h a t  th e y  
n e e d  in  th e  w a y  o f in s t r u m e n ta l i t ie s ,  
b u t  f i r s t  to  d ra w  o u t  w h a t  th e y  th in k  
t h a t  n e e d  is.
The t i t le  is  a terse expression w h ich  
m ay be m ore o r less fre q u e n tly  heard 
by accountants who have occasion to 
pass th ro u g h  the door le ad ing  fro m  
the  cou n tin g  house to  the  phys ica l de­
pa rtm en ts  o f in d u s trie s  w h ich  they  
serve. Perhaps by anyone who, fo r  the  
m om ent, m ay be b u t “ the  innocen t by­
s tander,”  and know s as l i t t le  abou t the  
techn ique o f the  fa c to ry  p roduc t, o r o f 
go ing  inven to ries , a n a ly tic a l a lloca tions  
and overhead d iffu s io n  as o f gears, cams 
and sp ring s ; o r ye t o f  vo lts , amps, and 
ro ta ry  sw itches. M ost o f us can bu t 
say, on beho ld ing  rem ote  c o n tro l: 
“ Is n ’t  th is  a w o n d e rfu l age?”
W ill ia m  Seward B u rro ug hs  was the 
f ir s t  m an to  m echan ica lly  h e lp  ta ke  the  
“ snag”  ou t o f the  “ s lough o f despond”  
fo r  the ove rw orked  bank c le rk  o f fo r ­
m er days. A nd  now  the  o n ly  th in g  M r. 
B u rro ug hs  w o u ld  recognize abou t the 
w o n d e rfu l m odern  m echan ica l crea­
tion s  w h ich  bear h is  name w o u ld  be 
th a t  im p r in t  thereon.
A nd  yet, a t th a t tim e  no one ever 
heard  “ any c a ll f o r ”  a lis t in g  add ing  
m ach ine ; s im p ly  because the re  was no 
such th in g  to ca ll fo r . M r. B u rro ug hs 
heard  a fa r  ca ll— “ voices”  such as 
Joan o f A rc  heard— w h ich  he answered 
by c rea ting  a l is t in g  adder. Then— -not 
im m e d ia te ly , b u t eve n tua lly— came the 
adven t o f m odern h igh-pow ered sales­
m anship.
Success draws com p e titio n  in to  its  
wake. Today a salesman can argue 
th a t  a ce rta in  hand m ovem ent req u ire d  
in  the  ope ra tion  o f the  m achine is tw o  
inches sho rte r fo r  h is  m ach ine th a n  
th a t o f h is com pe tito r. V e ry  o ften  
some qu ite  m in o r p a rt thus em pha­
sized, m ay com p le te ly  d ra w  away the 
a tte n tio n  o f the  “ prospect”  to  the  p o in t 
o f  ove rlo o k in g  a som ew hat v ita l s h o rt­
com ing.
I t  is qu ite  tru e  th a t  com p e titio n  has 
b ro u g h t us im p o rta n t s h ift in g s  in  po­
s it io n s  o f con tro ls , and ce rta in  o th e r de-
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E d it o r ’s N o te :  T h e  e d ito r  w o u ld  b e  g la d  
to  h e a r  i f  a n y  r e a d e r  h a s  a n y  s u g g e s t i o n  
a s  to  a  fo r m  o f  r e m o te  c o n tr o l  w h ic h  
w o u ld  b e  a d v a n t a g e o u s  to  h im  in  c o n n e c ­
t io n  w it h  th e  w o r k  t h a t  h e  d o e s  fo r  a n y  
c l ie n t .
velopm ents th a t have made possible 
w h a t p re v io us ly  was th o u g h t to  be im ­
possible. T hus m any present devices 
can be operated by a one-arm ed per­
son. T h is  was no t so fo rm e rly . N o r 
were these fea tu res b ro u g h t ou t 
th ro u g h  any kindness o f h e a rt; they  
were fo rced  o u t by  com pe tition . In  
fa c t a lm ost a l l im provem ents  have had 
to  be forced.
L e t ten  accountants m ake a s im ila r  
request o f any one sales agent d u r in g  
a s ing le  week, and h is  s tereotyped ( le t  
us now  say lin o ty p e d ) re p ly  is : “ W e 
have never had any c a ll fo r  such a m a­
ch ine .”  He w i l l ,  nevertheless, a t the  
end o f th a t week, w r ite  “ the  fa c to ry ”  
o f th is  sudden “ c a ll.”  A nd  ju s t  as 
su re ly  comes the  re p ly : “ O ur r ig id  po­
lic y  is, f irs t,  la s t and a lw ays o u r s tand­
ard  p roduc t, so we m ust ask you to  re ­
double y o u r e ffo rts  to  se ll w h a t we have 
ready fo r  sale.”
The ne t re s u lt is th a t w here the  need 
o f some m echan ica l he lp fu lness is pres­
ent, the  salesman m ay scheme o u t a 
c lever p lan  w ith  such o f h is cata logued 
p ro du c t as he is p e rm itte d  to  equip 
w ith  a ttachm ents ; and a lth o u g h  the use 
m ay in vo lve  some fa r-fe tche d  “ effi­
c iency,”  he makes one o r m ore sales, 
perhaps runs over h is  quota and w ins  
the  pra ise o f “ the  com pany”  w h ich  
then has the  p lan  il lu s tra te d  and w r i t ­
ten  up, and i t  is  g iven m uch a d ve rtis ­
in g  p u b lic ity  as a new v ir tu e  d is­
covered, even tho ugh  i t  m ay in vo lve  
ce rta in  c lum sy fea tu res th a t are ob­
jec tionab le .
M e n tio n in g  lin o ty p in g , one is re ­
m inded th a t the  news colum ns re p o rt to  
us the  adven t o f rem ote co n tro l o f 
type se tting  machines. In  the  la rg e r 
c ities  we can every day see te lephoto  
illu s tra tio n s  in  the  newspapers. In  ou r 
places o f w o rsh ip  we m ay— a t the  p ro ­
per t im e  and unde r superv is ion— see 
rem ote co n tro l o f p ipe-organ valves in ­
d iv id u a lly  and co llec tive ly . Long  leads 
th a t were no t econom ica lly  possible 
w ith  a ir  tubes are now  accom plished by 
e le c tr ic ity .  In c id e n ta lly , some o f the  
apparatus w h ich  makes desired tubes 
“ speak”  w hen acted upon are, as we 
m ay la te r  see, good and fa ith fu l agents 
in  rem ote co n tro l o f add ing  machines.
W h a t accoun tant, past f if ty ,  is no t 
fa m il ia r  w ith  the  “ s to c k tic k e r”  o f o th e r 
days? I ts  m odern progeny is the  p r in t ­
in g  te leg raph  now  used in  a l l  o f the 
la rg e r c ities  o f th e  land . The reader 
w i l l ,  fo r  the  purpose, do w e ll to  v is it  
the  op e ra tin g  room s o f  th e  m a in  te le ­
g raph  office in  any la rge  c ity  and ask 
to  see the  re m o te ly  c o n tro lle d  type ­
w rite rs . There  are a m u lt ip l ic ity  o f 
c irc u its  go ing  over the  same w ires , 
w h ic h  rece ive “ staggered”  im p u lsa tion s . 
One m achine on one set o f a lte rn a tio n s  
on ly , and no m achine in te r fe r in g  w ith  
its  ne ighbor. Som ewhat a fte r  the  idea 
o f m achine gu n fire  between the  ra p id ly  
m o v in g  p ro p e llo r  blades o f a irc ra ft,
i. e., ab so lu te ly  synchronized.
W ie rd  as i t  m ay seem, th e re  are a  
num ber o f te lephone conversations go­
in g  over the  same leads o f w ire  across 
the  R ocky  M ounta ins. I t  is the  a b il i ty  
to  u t il iz e  the  “ frequency”  idea th a t 
m akes i t  possib le fo r  th e  A . T . &  T . Co., 
to  g ive cross-continent telephone con­
nections a t the  present com m erc ia l 
rates.
There w i l l  fo llo w  a d iscussion o f the  
appara tus fro m  w h ich we m ay bo rrow  
ou r best values in  rem ote  co n tro l fo r  
ad d ing  m achines and o th e r devices, 
som ewhat as i t  was bo rrow ed fo r  re ­
m ote c o n tro l o f e lec tr ic  genera to rs ; as 
fo r  instance, in  C leveland, Ohio, w here 
pow er can be co n tro lle d  in  any p a rt o f 
the  c ity  fro m  one c e n tra l s ta tio n . A nd  
th is  w ith o u t, in  anyw ay, a lte r in g  the  
generators, pe r se. H ow ever, le t us 
f irs t  consider the  p lig h t  o f the  in v e n to r 
w ith  an idea.
I f  an in v e n to r w ishes to  e n lis t 
fin a n c ia l a id , he ve ry  o ften  hears the  
qu ery : “ W h y  no t go to  someone a l­
ready in  th a t lin e  o f business?”  D id  
M r. E d ison  do th a t  w ith  the  e lec tr ic  
lig h t?  To w hom  shou ld  he have tu rne d?  
The o il companies who supp lied  the  
il lu m in a t in g  o ils? O r ye t the  gas lig h t  
companies? D ecided ly no t, as th a t 
m eant com p e titio n . D id  the te legraph  
companies develop M r. B e ll’s te le ­
phones o r M r. G ray ’s te la u tog rap h?  
In  the  l is t  o f  “ W ho Rem em bers”  we 
m ay ask who can re ca ll when te lephone 
stock w en t begg ing a t five cents a 
share?
A t the  be g inn ing  o f the  W o rld  W a r 
w ho knew  about a irc ra f t  engines? A l­
m ost nobody knew  exac tly  w h a t was 
needed. The engine needed was n o t 
th a t o f the  au tom ob ile , and ye t the  la t ­
te r  was a gas engine. So qu ite  n a tu ­
ra l ly  the  au tom ob ile  m anu fac tu re rs  
were ca lled on fo r  research w o rk . They 
d id  no t produce the  present day a irc ra f t
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engines, n o r ye t d id  M r. B u rro u g h s  p ro ­
duce the  presen t adders. Y e t in  the 
respective  cases b o th  were exceedingly 
im p o rta n t fac to rs .
T e lephony, w h ile  one o f the  m ost 
y o u th fu l,  v igorous , and progressive a rts , 
is  in  one respect am az ing ly  backw ard . 
H a nd  w eav ing  has lo ng  since g iven way 
to  the  fu l ly  a u tom a tic  loom ; hand send­
in g  to  th e  ty p e w r it in g  te le g ra ph ; hand 
typ e se ttin g  to  the  lin o ty p e  and p ro b ­
a b ly  soon to  the  re m o te ly  con tro lled , 
e le c tr ic a lly  accom plished type se tting—  
the  l is t  m ay be pro longed in d e fin ite ly  
— b u t in  te lephony hand sw itc h in g  gen­
e ra lly  surv ives.
T h is  canno t las t. L a b o r ’s un rest, 
its  eve r-increas ing  wages and sho rte n ­
in g  hours , com pel in te llig e n t  m en m ore 
and m ore, to  s tr iv e  to  do by m achine 
the  w o rk  h ith e r to  done by hand. T h is  
a lone spells the  doom  o f hand s w itc h in g  
in  te lephone exchanges, b u t o f even 
g re a te r m om ent, ha nd -sw itch in g  m e th ­
ods cannot m eet the  req u ire m en ts  o f 
m odern  te lephone service. The day o f 
a rg u m e n t abou t th is  has gone. Those 
in  c o n tro l o f te lephone po lic ies  in  th is  
c o u n try  are p re p a rin g  fo r  a genera l 
convers ion to  m ach ine s w itc h in g  as 
ra p id ly  as th e ir  vast resources w i l l  
p e rm it. In  the  C ity  o f  W ash ing ton  
the re  is a n e w  dow n-tow n  b u ild in g , 
now  unde r con s tru c tion , to  be fu l ly  
equipped w ith  th is  m odern m ethod. A l l  
o f the  p r in c ip a l fo re ig n  governm ents 
w h ic h  opera te te lephone systems have 
adopted p rogram s fo r  the  conversion o f 
th e ir  exchanges to  m ach ine -sw itch ing  
systems. A  new era in  te lephony is a t 
hand— the  era o f rem ote  c o n tro l by ma­
ch ine sw itch ing .
A l l  w ho read th is  w i l l  no t kno w  o f 
m ach ine sw itch ing , b u t c e rta in ly  ou r 
fr ie n d s  in  D e tro it  kno w  how  to  “ ro l l  
th e ir  ow n ”  on those l i t t le  te lephone 
d ia ls . H ow ever, a l l  m achine s w itch in g  
does no t in c lud e  the  d ia l. W h a t is 
k n o w n  as the  sa te lite  system, a rem ote 
c o n tro l p lan , uses keyboards fo r  con­
t ro ls . T h is  is a system  fo r  the  opera­
t io n  o f a g roup o f sm a ll exchanges by 
rem ote  c o n tro l f ro m  some conven ien t 
ce n tra l p o in t. The s w itc h in g  m achines 
a t th e  c e n tra l offices o f these v illag es  
consist w h o lly  o f re lays and re q u ire  no 
opera to rs, be ing  co n tro lle d  over a p a ir 
o f w ires  fro m  the  au to -m anua l key­
boards (u s in g  add ing  m ach ine key tops) 
a t the  ne ig h b o rin g  m a in  exchange.
W ho sh a ll develop the  rem ote  co n tro l 
o f add ing  machines? The add ing  m a­
ch ine  salesmen m ay say: “ W hy, I  
never heard  o f such a th in g , I  cannot 
conceive o f its  necessity, and c e rta in ly  
we have never had any c a ll fo r  i t . ”  
The c h e c k -w rite r salesm an is m uch the 
same in  h is  reaction , w hen asked fo r  
a l is t in g  and add ing  a ttach m en t to  h is  
check w r ite r .  In  e ith e r case i f  an ap­
peal is made to  “ the  fa c to ry ,”  the  
s tandard ized re p ly  comes, “ se ll w h a t we 
a lready  have.”
In  sho rt, i f  the  m ou n ta in  w i l l  n o t go 
to  M oham et, M oham et m ust go to  the  
m ou n ta in . A nd  w hen the cons truc tive  
accoun tant has abstruse problem s be­
fo re  h im  in  the  w ay o f system  rou tines , 
he m ust do w h a t the  m echan ica l ac­
co u n tin g  device producers o u tlin e  fo r  
h im  and n o t w h a t he w o u ld  lik e  to  do. 
He m ust f i t  h is  system to  ava ilab le  me­
chan ica l aids and n o t hope to  have 
m echan ica l aids a rranged fo r  h is  im ­
m ediate, and possib ly  un ique  needs.
Jus t as the  haberdasher who has no t 
stocked one’s p a r tic u la r  s ty le  o f c o lla r 
w i l l  exp la in  th a t he carries  o n ly  w h a t 
he has m ost ca ll fo r , so the accoun ting - 
a id  salesman w i l l  exp la in  in  g re a t de­
ta i l  th a t i t  is im possib le  fo r  h is  com­
pany to  have a d iffe re n t m ach ine fo r  
every conceivable purpose. B o th  sales­
men are p e rfe c tly  r ig h t.  As p u b lic  ac­
countan ts we exam ine and de term ine 
the  num ber o f tu rno ve rs  d u r in g  the 
year, and in  s c ru tin iz in g  in ven to ries  
we fro w n  on old stock. In  the case o f 
concerns w h ich  b ranch o u t in to  so 
m any ram ifica tion s  th a t th e  P. and L . 
account suffers, we find  ourselves shap­
in g  up unfavorable comment, even 
tho ugh  we do no t su b m it it .
A  steam shovel has several d iffe ren t 
engines on it ,  i.  e., one each fo r  sw ing ­
in g  the  boom around ; fo r  c ro w d in g  the 
d ippe r aga inst the  w o rk ; and one fo r  
h o is tin g  the  d ipp e r-a rm  w ith  the  load. 
Each o f these uses the  same brand  o f 
steam and gets i t  in  th e  same way. 
P ow er is  pow er and we can ap p ly  i t  in  
m any d iffe re n t ways. In  a la rg e r  w ay 
we m ay say th a t a steam shovel w h ich  
excavates ea rth  fo r  a ra ilw a y  cu t can 
be u tiliz e d  in  a s tr ip -p it  m in in g  opera­
t io n . The purchaser m ay specify  cer­
ta in  fea tu res w h ich  he m ay w ish  in ­
c luded o r excluded. The steam -shovel 
m a n u fa c tu re r has h is ce rta in  standards 
f ro m  w h ich  he m ay no t depa rt w ith o u t 
in v o lv in g  special design and construc­
t io n . I f  he receives enough u rg e n t 
in q u ir ie s , he m ay b r in g  ou t a new line .
E qu ip m e n t fo r  a u tom a tic  te lephony 
can be used fo r  m any o th e r com m er­
c ia l purposes, ju s t as other devices can 
— ju s t as an add ing  m achine can. A n  
add ing  m ach ine w ith  c lever a tta ch ­
m ents fo r  one lin e  o f accoun ting  w o rk  
can, w ith  ce rta in  o th e r com binations 
be made to  f i t  g ra c e fu lly  in to  a qu ite  
d iffe re n t s o rt o f w o rk . T h is  is eq ua lly  
tru e  o f e lec tr ica l equ ipm en t, fo r  a fte r  
a l l i t  is the  same s o rt o f  energy  th a t is  
used, no m a tte r w h a t the  ap p lica tio n  
is. T h is  is kno w n  as E. M. F ., o r  elec­
tro  m o tive  force.
W here  adders are equipped w ith  mo­
to r  d rives and re fe rre d  to  in  the  ad­
v e rt is in g  m a tte r as “ fu l ly  e le c tr if ie d ,”
th is  shou ld  no t be confused w ith  the 
appara tus in vo lve d  in  rem ote  con tro l, 
as the  tw o  bear no re la tio n sh ip  to  each 
o th e r; save as such m otors m ay be 
energized by rem ote  c o n tro l apparatus.
W h ile  consistency m ay be ca lled the  
v ir tu e  o f sm a ll m inds, we are a ll broad­
m inded and recogn ize the  inconsistency 
o f expecting  the  accoun ting  m ach inery  
m anufactu re r to  rush pe ll - m e ll in to  
e ve ry th in g  th a t is suggested to  h im . 
Does the  accoun tan t w a n t som eth ing  
he cannot get, and i f  so w h a t is it?  
T h a t is the  u n d e rly in g  purpose o f th is  
a rtic le , and the  w r ite r  craves as m any 
expressions as possible to u ch in g  on 
w hat m ight, in  the accountant’s w ildest 
(bu t sane) dreams, be desired in  the 
w ay o f com b ina tions o f present ex is t­
in g  m echan ica l aids.
W e are to ld  th a t com parisons are 
odious, bu t, in  the  ve rn acu la r, who 
cares? W h a t we desire is facts. A  
tra c to r-p lo w  on lo ng  s tra ig h t fu rro w s  
is idea l, b u t a span o f good m ules is 
m ore effective  in  orchards, stony fie lds 
and sm a ll areas, save o n ly  w hen these 
are tra c to r-p lo w e d  by a h ig h ly  s k ille d  
sales dem onstra to r. I t  cannot be thus 
done by the “ ru n  o f m ine”  farm -hand 
w hen he has n o t enough o f i t  to  do to  
become p ro fic ie n t.
S im ila r ly  the  punched-card idea un ­
der the  w e ll-k n o w n  “ ta b u la to r”  system 
is id ea l on long , s tra ig h t runs. B u t 
w hen based on a com parison to the  
H om eopath ic  p r in c ip le  o f m edicine, i. 
e., sm a ll doses o fte n  repeated, i t  be­
comes irkso m e  and h ig h ly  ine ffec tive , 
and can be excelled eas ily  by m anua l 
sorts and m anua l lis tin g s  on an add ing  
m achine o f su ffic ien t capacity  in  co l­
um ns, and o th e r qu a lifica tio ns  to f u r ­
n ish  the  da ta desired.
In  rem ote  c o n tro l on add ing  m a­
chines, the  p ro du c t o f no one fa c to ry  is 
alone considered “ in  the  p ic tu re .”  
Thus the  10-key type, o r the  81-key 
type m ay be used; b u t no t bo th  in  the  
same in s ta lla t io n , ow ing  to a d iffe re n t 
arrangem en t o f the  e lec tr ic  keyboard. 
Banks re q u ir in g  la rge  capacity  ma­
chines cou ld  no t use such adders as 
m ay be used by com m erc ia l in s t i tu ­
tions  w here the  to ta ls  do no t ru n  in to  
la rge  am ounts. In  o th e r w ords ce rta in  
concerns m ay use s ix  co lum n adders 
and possib ly  e ig h t co lum n adders. 
These la tte r  m ay w o rk  together so long 
as the  m aster adder is  o f sufficient ca- 
p a c ity  to  take  the  g ra n d -to ta l, toge ther 
w ith  the  necessary segregating  code 
num bers, page reference, etc.
The m aster adder m ay be a 17-bank 
m achine and the  le ft-h a n d  colum ns 
used fo r  ca tego rica l figu res on ly , and 
used w ith  th is , some o f the  s a te llite  
m achines m ay be as lo w  as 6-banks so 
lo ng  as no a tte m p t is made to a lloca te  
(C o n tin u e d  on page 152)
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Adventures of a C. P. A.
A G A IN  a n d  a g a in  p e o p le  a s k  m e : “ D o n ’t  y o u  fin d  t h a t  a u d i t in g  w o rk  f r ig h t f u l ly  m o n o to n ­
o u s ? ” So o f te n  h a v e  I  h e a r d  th e  q u e s ­
t io n  t h a t  I  a n s w e r  a lm o s t  a u to ­
m a tic a lly :  “N o; i f  I  d id  I  w o u ld  n o t  
h a v e  s tu c k  to  i t  fo r  so  m a n y  y e a r s .”  
T h a t  u s u a l ly  s to p s  th e m , b u t  o c c a s io n ­
a l ly  o n e  o f  th e m  p re s se s  f o r  d e ta i ls .  I  
c a n  e a s ily  t e l l  o f h ig h ly  in te r e s t in g  
c a se s , w h e re  la rg e  su m s  o f  m o n e y  d e ­
p e n d e d  o n  th e  a u d i t  r e p o r t ;  o f t r a v e l  
to  v a r io u s  p a r t s  o f  th e  c o u n try  a n d  ex ­
p e r ie n c e s  t h e r e in  a n d  o th e r  s im ila r  
i te m s  t h a t  k e e p  o r d in a r y  r o u t in e  w o rk  
f ro m  b e c o m in g  a  l ife le s s  e x is te n c e . 
E v e ry  p u b lic  a c c o u n ta n t  h a s  so m e  su c h  
in c id e n ts  to  r e la te .
B u t re ce n tly  I  was caught by a 
crow d th a t were n o t so easily  sa tis fied ; 
namely, the com m ittee of m y college 
class w h ich  has charge o f a com ing re ­
un io n  and the  supp lem ent to  the  class 
book in  connection th e re w ith . I  hap­
pen to  be the  o n ly  m em ber o f the  class 
who has become a C. P. A . and the 
cha irm an  ins is ted th a t I  c o n trib u te  
som e th ing  abou t m y “ adven tu res.”  To 
an audience cons is ting  o f fr ie n d s  who 
had kno w n  me fo r  17 years I  was able 
to  fo rg e t m y custom ary d is in c lin a tio n  
to  use the  f ir s t  person s in g u la r p ro ­
noun, and produced a sketch th a t 
“ c lic ke d .”
The subsequent com m ents were i l ­
lu m in a tin g  and have led  me to  a m p lify  
and pu b lish  the  sketch in  hopes th a t i t  
w i l l  reach good young m en w ho m ig h t 
be de te rred  fro m  en te rin g  the  p ro ­
fession because o f the  erroneous idea 
o f i t .  Too m any, as va riou s  classmates 
expressed it ,  have the  conception th a t 
C. P. A . ’s are ju s t hum an com p u tin g  
m achines, o r  g lo r if ie d  bookkeepers, ex­
cept when they are con sp ir ing  to re ­
duce some r ic h  m an ’s incom e tax. Of 
course such concepts are  u t te r ly  false, 
and the  fo llo w in g  rea l experiences 
(n o th in g  changed b u t nam es) should 
disabuse the reader o f the  idea th a t ac­
countancy is hu m dru m . I  do no t c la im  
any d is tinc tio n  fo r  them. O ther ac­
coun tan ts  have to ld  me some o f th e ir  
ow n th a t are w e ll w o r th  pu b lish ing . 
P ossib ly  th is  a rtic le  m ay in sp ire  them  
to  w r ite  them  ou t. I f  some o f m ine ap­
pear to  have an ti-c lim axes  I  can on ly  
say, I  am g lad o f i t ;  fo r  had a tru e  
c lim ax, such as occurs in  the  m ovies 
and cheap fic tio n  magazines, taken  
place, I  would not be w r it in g  th is  now.
I
THE BL ACK HAND
The un ique  th in g  abou t th is  was th a t 
i t  occurred on m y v e ry  f ir s t  pu b lic  ac-
E d ito r ’s N o te : The w r i te r  o f th is  
a rt ic le  is  n o t un kn o w n  to  the  pages o f 
th is  m agazine. F o r  reasons th a t  shou ld  
be clear a fte r  rea d ing  th is  a rtic le , he 
prefers to  rem a in  anonymous. The 
facts he re in  con ta ined  are 99.44 per 
cent tru e ; o n ly  names have been a l­
tered.
c o u n tin g  e n g a g e m e n t .  A  b r a n d  n e w  
ju n io r ,  t o ta l ly  in e x p e r ie n c e d  in  p u b lic  
w o rk , I  w a s  a s s ig n e d  to  a s s is t  a n  ex ­
p e r ie n c e d  s e n io r  o n  a  v e ry  t a n g le d  
f r a u d  c a se , in v o lv in g  I t a l i a n s .  I t  w a s  
lo n g  b e fo re  P o n z i  h a d  e v e r  b e e n  h e a r d  
of, b u t  th e  g e n e r a l  id e a  w a s  s im ila r .  
M ine  w a s  th e  t a s k  o f d ig g in g  in to  a  
m a s s  o f  d i r ty  v o u c h e rs  a n d  a  m is e ra b le  
le d g e r , w h ile  th e  s e n io r  d id  th e  u s u a l  
s e n io r  w o rk . T h e n , th e  d a y  b e fo re  th e  
t r i a l  th e  D is t r ic t  A t to rn e y , a f te r  r e ­
v ie w in g  th e  e v id e n c e , d e c id e d  i t  w o u ld  
be b e s t  to  h a v e  m e  te s t i f y  d i r e c t ly  
a b o u t  th e  d e ta i l  w o rk , a v o id in g  a n y  im ­
p u g n in g  o f th e  s e n io r ’s te s t im o n y  r e ­
l a t in g  th e r e to .
W ell, d e s p i te  m y  in e x p e r ie n c e , I 
m a d e  a  g o o d  w itn e s s ;  th e  ju d g e  s a id  
so . B u t  o n e  th in g  I  h a d  n o tic e d  in  th e  
e x a m in a tio n . T h e  D is t r ic t  A t to rn e y  
h a d  n e g le c te d  to  a s k  m e  m y  a d d r e s s  o r  
firm  c o n n e c tio n . So a f t e r  th e  t r i a l  w a s  
a ll  o v e r  I  a s k e d  h im  w h y . T h is  w a s  
h is  a n s w e r :  “ T h e re  w a s  no  u se  l e t t in g  
th e s e  b la c k -h a n d e r s  k n o w  w h e re  to  find  
y o u  to o  e a s ily . T h e  c r im in a l ’s s id e  is  
a g a in s t  y o u  n o w , a n d  if  h e  h a d  n o t  
b e e n  c o n v ic te d , h is  c r e d i to r s  w o u ld  
h a v e  b e e n  a n g ry  a t  y o u .”  T h e  c o n v ic t 
h a s  lo n g  s in c e  f in is h e d  h is  s e n te n c e ,  a n d  
n o th in g  h a s  h a p p e n e d  to  m e  y e t;  b u t  
i t  w a s  a  lo n g  w h ile  b e fo re  I  w o u ld  
p a tro n iz e  a  s p a g h e t t i  r e s t a u r a n t .
II
T H E GUN MEN
M y n e x t  t h r e e  a d v e n tu r e s  a l l  cam e  
w h ile  I  w a s  w o rk in g  f o r  a  C. P . A. 
n a m e d  M a rsh . T h e  f i r s t  o n e  w a s  a s  u n ­
e x p e c te d  a s  th e  o n e  w h ic h  f e a tu r e d  m y  
e n tr a n c e  in to  t h e  p ro fe s s io n . I  h a d  
b e e n  a s s ig n e d  to  do  th e  ju n io r  w o rk  in  
a  f a c to r y  o n  th e  lo w e r  E a s t  S id e  o f 
N ew  Y o rk , th e  o r ig in a l  g u n -m a n  d is ­
t r ic t .  T h e  v e ry  f i r s t  d a y  I  w a s  th e r e ,  a  
“ to b ac co  s h o p ”  n e x t  d o o r  h a d  b e en  
r a id e d  a s  a  g a m b lin g  jo in t ,  a n d  th e r e  
h a d  b e e n  m u c h  f lo u r is h in g  o f g u n s  b u t  
n o  sh o ts . F in a lly  a f te r  a  coup le  o f  
w e e k s  I  h a d  th e  d e ta i l  w o rk  in  su c h  
c o n d it io n  t h a t  i t  w a s  r e a d y  fo r  th e  boss, 
a n d  I  n o tif ie d  th e  office a c c o rd in g ly . 
M r. M a rsh  sa id  h e  w o u l d b e  th e r e  a t  
o n e  o ’c lo ck  a f t e r  lu n c h . 
I  g o t  b a c k  to  th e  c l ie n t ’s p la c e  p u n c ­
tu a l ly .  I t  w a s  a  b r ig h t ,  w a rm , s p r in g  
d ay , a n d  f in d in g  t h a t  m y  b o ss  h a d  n o t
a rrive d , I  de te rm ined  to  w a it fo r  h im  
in  the  sun outside. F o r  fifte en  m inu tes 
I  paced s lo w ly  up and down, sm ok ing  
peace fu lly , a l l serene. E ven the  squa lid  
tenem ent d is tr ic t  looked cleaner in  the 
w a rm  sp rin g  sunshine. B u t as M r. 
M arsh had n o t ye t come in  s ig h t, I  
w e n t in to  the  phone boo th  in  th e  ve ry  
c ig a r s tore m en tioned  before, and ca lled  
the office. The g ir l to ld  me he had ju s t 
s ta rted , so I  resum ed m y p ipe and slow  
w a lk . P rese n tly  he came, we w e n t in to  
the  c lie n t ’s office and s ta rted  w o rk .
A  few  m inu tes  la te r the  assis tant 
bookkeeper came b u rs tin g  in to  the  o f­
fice. “ Say, M r. L ., you a lm ost go t 
k il le d  a few  m inu tes  ago.”  M arsh 
looked a t me. “ W h a t does th is  m ean?”  
I  couldn’t  im agine. A fte r  a few  m in ­
utes we go t the  d r i f t  o f the  excited 
c le rk ’s s to ry . A  gangste r had no ticed 
me, a s trang e r in  the  d is tr ic t,  and m y  
s low  pacing had aroused susp ic ion th a t 
I  was a “ d ic k .”  M y  phone c a ll had 
con firm ed i t ;  he was sure I ’d called 
S pring  3100. A nd  u n t i l  I  w ent in to  the  
fa c to ry  a h a lf  dozen unseen guns had 
been covering me. One false move, 
however, innocent, and I ’d have been 
done in . The bookkeeper was on fr ie n d ­
ly  te rm s  w ith  gangsters— o f necessity—  
fo r  the  com pany pa id  re g u la r t r ib u te , 
w h ich  I  had fo u n d  on the  books as, i f  
I  rem em ber co rre c tly , “ t ru c k in g .”  A  
gangste r had in q u ire d  w h a t I  was do ing  
in  the  fa c to ry  and the  bookkeeper had 
expla ined. T h e re a fte r m y s ta tus  in  
th a t te r r ito r y  was established and I  
was unm olested. B u t I  had u n w it t in g ly  
had a n a rro w  escape.
I I I
TH E DRUG RING
M y next adven tu re  came on ly  a few  
m onths la te r  b u t was no surp rise . 
N ever have I  been up aga inst such a 
gang o f crooks. To begin w ith  th e  
p ro p rie to rs  o f  the  d ru g  store had been 
sent up fo r  v io la t io n  o f the  H a rr is o n  
N arco tics  A c t. T h e ir  a tto rn e y  a r ­
ranged to  keep th e  business go ing, h i r ­
in g  a couple o f  licensed pharm acis ts , 
and in s ta llin g  a re la tiv e  o f the  conv ic ts ’ 
as cashier. Then he engaged M r. 
M arsh to  m ake a m o n th ly  a u d it. T he  
assignm ent w en t a t f irs t  to  an o the r 
s ta ff m em ber, bu t w hen he was fire d , 
i t  came to  me.
I t  d id n ’t  take me lo ng  to  see th a t  
som eth ing was w rong . B u t i t  to o k  m e 
three re g u la r  m o n th ly  aud its  and sev­
e ra l su rp rise  in te r im  v is its  to  prove i t .  
The k insm an  cash ier was s tea ling  cash; 
the  pharm acists , d rugs ; and the negro  
p o rte r a n y th in g  he cou ld  get aw ay w ith .  
T h is  negro I  had discovered ea rly , had 
a po lice record , and w as m uch re ­
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spected in  th e  “ b lack  b e lt”  as a f ig h te r. 
H e was a 6 -foo te r w ith  200 pounds o f 
bone and m uscle.
W e ll, I  sub m itte d  a le n g th y  re p o rt o f 
m y  f in d in g  to  M r. M arsh, and he in  tu rn  
passed i t  over to  the  a tto rn e y . By 
m eans o f some s t i l l  undetected leak , the  
news go t up to  the  d ru g  store. W hen
I ,  in  a l l innocence o f th is  fac t, w a lked 
in  the  ne x t day, the  cashier greeted me 
w ith  a f la t re fu sa l to  le t me beh ind  the  
coun te r, b a w lin g  me ou t th o ro u g h ly ; 
th is  a ttra c te d  the  p o rte r w ho also come 
up  b lu s te rin g , and th re a te n in g  to 
“ oahve yo h e a rt o u t.”  W e ll,  I ’m  no t a 
b i t  ashamed to say th a t I  d id n ’t  stand 
upon th e  o rde r o f m y go ing, no r d id  I  
s top t i l l  I ’d gone a b lock.
Subsequently I  came back w ith  re ­
in fo rcem en ts  and the  res t o f the  s to ry  
o f how  we w ound up the  business, w h ile  
in te re s tin g , has no p rope r place here.
IV
T H E  SC A R E D  B O O K K E E P E R
The C irc u la r Shoe Com pany had gone 
in to  b a n k ru p tc y  under suspicious c ir ­
cum stances, and M r. M arsh had been 
elected by the  c red ito rs  to  investiga te . 
A rm ed  w ith  a c o u rt o rder, we proceeded 
to  the  B ro o k ly n  fa c to ry , w here o n ly  a 
rece ive r’s custod ian was on du ty , b u t 
w here  the  bookkeeper-cash ier had been 
in s tru c te d  to  go to  open the  safe and 
g ive  us the  com b ina tion . He came in  
course, seem ing ly a decent yo u th , and 
proceeded to  get o u t the  books. He 
appeared to  be qu ite  nervous, ta lk in g  
ra p id ly , and assuring  us again and 
aga in  th a t  “ eve ry th in g  is a l l  r ig h t . ”
M r. M arsh im m e d ia te ly  gave me the 
genera l ledger to  ta ke  a t r ia l  balance, 
and h im s e lf to o k  the  books o f o r ig in a l 
e n try  to  g ive them  a q u ick  once over. 
A l l  the  w h ile  the  boy was ta lk in g  abou t 
how  good a bookkeeper he was, and 
re ite ra t in g  th a t he knew  e v e ry th in g  was 
a l l  r ig h t .  P resen tly  he dove in to  the 
safe and came up w ith  a loaded re ­
vo lve r. H e s ta rted  to  te l l  us how  he 
c a r r ie d  i t  when he had gone fo r  the  
p a y ro ll,  how  w e ll he cou ld  use it ,  how  
b ig  the  p a y ro ll had been, and so fo r th , 
b u t p u n c tu a tin g  every phrase w ith , 
“ Now  I  kno w  y o u ’l l  f ind  a ll m y books 
in  good o rd e r.”
I t  was qu ite  ev iden t th a t the  boy was 
scared. The gun  was loose in  h is  hand ; 
i t  sw ung in  a w a ve rin g  arc. I  was a t 
one end o f i t ,  b u t M arsh was square ly  
in  the m idd le . I f  he had he ld  the  gun 
f ir m ly  po in ted  a t us, o r e ith e r o f us, 
and  made a de fin ite  th re a t n e ith e r o f 
us w o u ld  have been as m uch a larm ed. 
B u t  the  boy was pan icky . He had no 
in te n tio n  o f shooting . Y e t the  w ay he 
was w a v ing  the  gun  was m ore danger­
ous th a n  i f  he had announced h is  in te n ­
t io n  o f f ir in g  i t  and a sudden m ove by 
e ith e r o f us w o u ld  have been sure to 
m ake h im  press the  tr ig g e r .
I ’ve never seen a g re a te r e x h ib it io n  
o f nerve tha n  M arsh, a lw ays in  range, 
showed. He kep t h is  head down, and 
seemed to  be ra p id ly  tu rn in g  over the  
pages o f the  cash book, though , as you 
m ay re a d ily  guess, he was n o t g e ttin g  
m uch ou t o f i t .  Now  fro m  the  m om ent 
the  gun  appeared t i l l  the  c ris is  was 
over, was less th a n  five m inu tes, 
tho ugh  i t  seemed lik e  five m onths. I  
successfu lly  s trove to  fo llo w  m y c h ie f’s 
exam ple. F in a lly  M arsh spoke, b u t 
w ith o u t lo o k in g  up. (L o o k in g  a t a 
gun is bad psycho logy). “ A l l  r ig h t ,  
Cohen, p u t down the  gu n ; L . and I  
kno w  a ll abou t the m ; we were bo th  in  
the  N avy d u r in g  the  w a r and ca rried  
b igge r ones tha n  th a t.”  Then a m o­
m en t la te r : “ W h a t’s a l l th is  fuss about 
y o u r books be ing a l l  r ig h t ;  whoever 
said they  w e ren ’t?  W e ju s t  w a n t to 
lo o k  them  ove r.”
A n  so, a fte r  w h a t seemed an eon, 
the  gun w en t down and we had no m ore 
troub le . B u t w hen the  bookkeeper had 
le ft ,  m y boss and I  n e a rly  collapsed 
fro m  the tension.
I t  a fte rw a rds  developed th a t the  
books had been v e ry  th o ro u g h ly  
cooked, and a l l the  fra u d u le n t en tries  
were in  the  bookkeeper’s h a n d w rit in g , 
so th a t he was te ch n ica lly  g u ilty  o f 
th ir d  degree fo rg e ry . O f course he was 
scared. B u t as we a fte rw a rd s  proved he 
had made the en tries  by d ire c tio n , he 
was no t even in d ic te d , and i t  was one 
o f h is  em ployers who w e n t to  A tla n ta .
V
T H E  H A R L E M  G ANG
T ha t adventure w ith  the  scared cash­
ie r was un doub ted ly  the  m ost th r i l l in g  
I ’ve ever been th ro u g h . I  don ’t  w a n t 
ano the r one lik e  it .  C u rio u s ly  enough 
i t  was a long  w h ile  be fore  ano the r ad­
ven tu re  o f any k in d  arose. The la w  
o f averages was g e ttin g  in  its  w o rk .
Y e t to  those who s t i l l  th in k  th a t au­
d ito rs  lead a hu m -d ru m , life less  ex is t­
ence, le t me show how , li te ra lly ,  ad­
ven tu re  is always a round  the  corner.
I t  is less tha n  tw o  years ago th a t I  
ra th e r unexpected ly go t an a u d it en­
gagem ent. The office is on the  East 
R iv e r fro n t ,  and to  ge t to  i t  one m ust 
pass th ro u g h  a to u g h  s lu m  ne ig hbo r­
hood. B u t ju s t  how  tou gh  I  d id  no t 
kno w  w hen I  too k  the  case. M y p re ­
decessor a u d ito r, i t  appeared, had q u it  
the  engagem ent a fte r  he had been 
caught, an innocen t passerby, between 
the  fire  o f tw o  r iv a l gangs. No b u l­
le ts  h i t  h im , b u t h is  nerves were too 
sha tte red  to  ven tu re  in to  the  d is tr ic t  
again. A nd  h is  predecessor had q u it  
a fte r being set upon and f r ig h t fu l ly  
beaten by a gang of thugs. I  a t least 
warned the man who succeeded me to  
s ta rt the aud it ea rly  in  the m o rn ing  and 
q u it w h ile  i t  was s t i l l  day ligh t.
W H Y  R E G U LA TO R Y  L E G ISL A ­
TIO N?
(C o n t in u e d  fr o m  p a g e  138)
am in a tio n  i f  he desired and by-and- 
la rge , th ro u g h o u t the  U n ite d  States, a 
m a jo r ity  o f th e  p u b lic  accountants 
p ra c tic in g  on th e ir  ow n account fo r  
m ore th a n  a dozen years have p robab ly  
take n  such an exam ina tion .
W ith  the  passage o f re g u la to ry  laws, 
the  incen tive  to  take  such an exam ina­
t io n  became g re a te r by reason o f the  
fa c t th a t  the  ce rtifie d  m an in  those 
states was u su a lly  recognized as the 
m an w ho had secured h is  c e rtifica te  by 
exa m ina tion  (a t least 90 pe r cent o f 
those now p ra c tic in g  had so ob ta ined 
i t ) ,  whereas th e  p u b lic  accoun tan t had 
secured h is  w hen the  le g is la tio n  was 
enacted, by reason o f h is  h a v in g  a l­
ready assumed and acqu ired ce rta in  
p ro fess iona l p ro p r ie ta ry  r ig h ts . P re ­
p a rin g  fo r  these exam inations, ra th e r 
th a n  passing them , increased the  a b il­
i t y  and effic iency o f each o f the in d i­
v id u a ls  who to o k  them .
The p u b lic  accoun tan t fe l t  th a t he 
had become a m em ber o f  a group , as 
d is ting u ish ed  fro m  an in d iv id u a l p rac­
t it io n e r  responsib le  to  no one, w ith  the  
re s u lt th a t  p ro fess iona l and g roup 
s tandards have developed m ore ra p id ly  
in  the  states w here  such le g is la tio n  has 
been enacted th a n  fo rm e rly . T h is  has 
made the  in d iv id u a l p ra c tit io n e r o f 
m ore va lue  to  h im s e lf as w e ll as of 
m ore va lue  to  h is  c lien ts.
R e g u la to ry  le g is la tio n  has been o f 
less va lue  to  the  c e rtif ie d  m an  tha n  to  
e ith e r o f  the  o th e r groups— th e  p u b lic  
o r the  no n -ce rtified . He, in  securing  h is  
ce rtifica te , had a lready recognized a 
pro fess iona l s tandard . In  m ost states 
he and o thers w ho ho ld  the  ce rtifica te  
had jo ine d  them selves to g e th e r in  S tate 
societies and the  g roup , as a whole , had 
established The A m erican  Society o f 
C e rtified  P u b lic  A ccountan ts , thus  com­
b in in g  ho lders  o f S tate g ran ted  C. P. A . 
ce rtifica tes. The in te re s t w h ich  the  cer­
t if ie d  m an has had in  th is  type o f leg is ­
la tio n  has been th a t  o f a c itizen. He 
has recognized th a t th e  p u b lic  needed 
p ro te c tion  o f th is  cha rac te r and he has 
been w i l l in g  to  c a rry  on in  leadersh ip  
fo r  the  good o f the  pro fession o f w h ich  
he was the  le ad ing  exponent, so fa r  as 
o rg an iza tio n  was concerned, in  o rd e r 
th a t fu tu re  m em bers o f the  pro fession 
m ig h t reap the  benefits o f h is  e ffo rts . 
He was in  a d is tin c tiv e  class, in  th a t the  
State had g ran ted  h im , fo llo w in g  h is  e f­
fo rts , a r ig h t  w h ich  cou ld  no t be taken  
f ro m  h im  save fo r  h is  ow n m isconduct. 
U nde r re g u la to ry  le g is la tio n  he gains 
abso lu te ly  n o th in g  save as a ll in d iv id ­
ua ls o f the  g roup  w h ich  fu rn is h  serv­
ices o f the  p u b lic  accoun tant v a r ie ty  
are e levated by be ing regu la ted .
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Wild Auditors I Have Known
U n a c c u s t o m e d  a s  I  a m  to  p u b ­lic  sp e a k in g — a n d  t h a t ’s n o  k id  e i th e r ,  b e c a u se  I  h a v e n t  b e e n  
o n  m y  f e e t  b e fo re  s u c h  a n  a s se m b la g e  
s in c e  I  w a s  a  l i t t l e  j a s p e r  o n  th e  d e ­
b a t in g  te a m  a t  d e a r  o ld  G le n v ille , a n d  a  
lo t  o f  ru b b is h  a lo n g  w i th  a  fe w  d ro p s  o f 
w a s  h a s  flow ed  u n d e r  th e  M a in  S t r e e t  
b r id g e  s in c e  th o s e  d a y s— I  r e p e a td  u n ­
a c c u s to m e d  a s  I  a m  to  p u b lic  sp e a k in g , 
I  w a s  s o m e w h ta  s u r p r i s e d  to  h a v e  y o u r  
p r e s id e n t  a s k  m e to  a d d r e s s  th is  a u g u s t  
g a th e r in g  o n  th e  s u b je c t  o f  “ M y Im ­
p re s s io n s  o f a n  A u d i to r .”  T h is  w a s  
d u c k  so u p  f o r  m e , f o r  i f  t h e r e  is  a n y ­
th in g  t h a t  th e  o p e r a t in g  d e p a r tm e n t  o f 
a  b a n k  e n jo y s  i t  is  th e  o p p o r tu n i ty  o f 
te l l in g  w h a t  i t  r e a l ly  t h in k s  a b o u t  th e  
a u d i t .  So if, in  t h e  c o u rs e  o f  th is  w h a t-  
y o u -c a ll- i t ,  I  m a y  se e m  to  s te p  b e y o n d  
th e  b o u n d s  o f  p r o p r ie ty ,  p le a se  la y  i t  
to  th e  f a c t  t h a t  m y  v iew  o f th e  a u d i to r  
is  a  s h o r t - r a n g e  p e rsp e c t iv e ,  te m p e re d  
b y  to o  c o n s ta n t  p ro x im ity  to  th e  genus.
H ow ever, I  am go ing to  ta ke  the  l ib ­
e r ty  o f chang ing the  t i t le  o f th is , m y 
m aiden e ffo rt a t the  speakers’ tab le . 
Thom pson Seton, I  be lieve i t  was, once 
w ro te  on the  sub ject o f “ W ild  A n im a ls  
I  Have K n o w n ,”  so I  am go ing  to  pa ra ­
phrase h im  s lig h tly , and ca ll th is  “ W ild  
A u d ito rs  I  Have K n o w n .”
The N eo-D a rw in is ts  te l l  us th a t m an 
and the apes descended fro m  a com m on 
ancestor. Never h a v in g  liv e d  in  Tenn­
essee I  canno t c la im  accurate in fo rm a ­
t io n  on the  o r ig in  o f m an. B u t these 
N eo-D a rw in is ts  say th a t the  nearest l iv ­
in g  re la tive  of Genus Homo is  h is  cou­
s in , the chimpanzee, who looks and acts 
so m uch lik e  m an th a t he occasionally  
has been m is taken  fo r  a baseball um ­
p ire . H ow ever, a ce rta in  w o rld -fam e d  
sc ie n tis t, whose name doesn’t  m a tte r, 
la te ly  discovered a closer re la tiv e  w h ich  
he has called “ Genus A ud ito riens is ,”  or 
in  the  S w a h ili d ia lec t, “ The A u d ito r . ”  
T h is  an im a l w a lks  u p r ig h t (and  h o w ), 
and w hen w a lk in g  the  streets can easily 
be m is taken  fo r  man. I t  is  o n ly  when 
pursued to  h is la ir  th a t the  d iffe rence 
can be detected. I  have had the  fo r ­
tune , o r m is fo rtu n e , i f  you p re fe r, o f 
l iv in g  close to  th e  fa v o rite  h a u n t o f 
the  beast. In  m y years o f con tact w ith  
h im  I  and m y associates have o ften  de­
bated the  question “ A re  A u d ito rs  H u ­
m an?”  and i t  is o n ly  these recent d is ­
coveries th a t have solved o u r prob lem  
and  have d e fin ite ly  answered the  ques­
t io n  in  the negative.
The a u d ito r  seems to have a purpose 
in  l ife .  He i t  is w ho is responsib le fo r  
th e  i-do ts  and the t-crosses o f a ba n k ’s
By F . E . GIBSON, J r .,  Securities De­
partm en t, Cleveland T ru st Company.
E d ito r ’s  N o t e : A  n o t-v e ry -se r io u s  a d d ress  
g iv e n  b efo r e  th e  O hio A sso c ia tio n  o f  B a n k  
A u d ito rs  a t  th e ir  m e e tin g  in  C levelan d , 
M ay 14, 1928. an d  rep rin ted  b y  p erm iss io n  
o f  T h e  C lev ela n d  T ru st M onth ly .
e v e ry d a y  life , a n d  G od h e lp  th e  p o o r  
c le r k  w h o  o m its  th e s e  e s s e n t ia ls !  T h e  
a u d i to r  c a m p s  o n  h is  t r a i l  a n d  s ta lk s  
h im  l ik e  a  p a n th e r  u n t i l  e v e ry  d e c im a l 
is  in  p la c e  a n d  u n t i l  th e  p o o r  c le r k  is  
o n ly  a  sh a d o w  o f  h is  f o r m e r  se lf . T h e  
a u d ito r  is  a lso  th e  official h a ir - s p li t te r  
o f  th e  b a n k . A n y  c le r k  w h o se  w o rk  is  
n o t  m e tic u lo u s ly  c o r re c t  is  o u t  o f  lu c k . 
A  c ase  in  p o in t  w il l  i l l u s t r a te  th is  a u d i t  
f u n c tio n . T h e  o th e r  d a y  I  h a d  o c ca s io n  
to  g iv e  a  g e n tle m a n  c a sh  f o r  a  L ib e r ty  
B o n d  a n d , a l th o u g h  i t  w a s  n o t  e s s e n t ia l ,  
I  le a n e d  b a c k w a rd  a n d  to o k  a  r e c e ip t  
f o r  th e  c a sh . T h e  r e c e ip t  r e a d  ( g e t  
th o s e  f ig u re s , n o w ) :  R e c e iv e d  $5 0  f o r  
b o n d , $ 1 .0 6  f o r  c o u p o n . T h e n  I  m a d e  
a  b ig  m is ta k e  a n d  p r e s e n te d  th is  r e c e ip t  
to  one o f  th e  genus a u d ito r ie n s is :  i t  
w a s  a  b ig  m is ta k e ,  f o r  w h a t  th e  a u d i to r  
d o e s n ’t  k n o w  w o n ’t  h u r t  m e . A n d  e a r ly  
n e x t  m o rn in g  I  g o t  b a c k  th e  re c e ip t  
w i th  a  m e m o ra n d u m : “ T h is  r e c e ip t  
s h o u ld  b e  fo r  $ 5 1 .0 6 . E x p la in  a n d  c o r­
r e c t . ”  W h a t  c o u ld  I  d o ?  I  c o u ld n ’t  
s h o o t  h im , f o r  th e  la w  a g a in s t  k i l l in g  
a u d i to r s  o u t  o f s e a so n  is  a l l  to o  s t r i c t ly  
e n fo rc e d . A ll I  c o u ld  do w a s  s w e a r  a t  
h im , an d  b ro th e rs , I  d id .
I  h a v e  o f te n  t h o u g h t  t h a t  i t  w o u ld  
be  a  g o o d  th in g  if  th e s e  h u n t in g  r e ­
s t r ic t io n s  c o u ld  be  re m o v e d  f o r  a  s h o r t  
t im e  b e c a u se  th e  d a r n e d  a u d i to r s  m u l­
t ip ly  a l to g e th e r  to o  r a p id ly .  I n  fa c t ,
I  k n o w  one of th e m  w h o  can  m u ltip ly  
f a s t e r  th a n  I  c a n  a d d  a n d  i t ’s a lm o s t  
im p o s s ib le  to  s l id e  a n y  o f m y  e r r o r s  p a s t  
h im . A d d  to  th is  th e  f a c t  t h a t  h e , in  
c o m m o n  w ith  th e  r e s t  o f  h is  k in d , is  a  
s u s p ic io u s  in d iv id u a l  w i th  a  k e e n  se n se  
o f sm e ll  w h e re  a n  e r r o r  is  in v o lv e d  a n d  
th is  m a k e s  i t  a w fu lly  to u g h  f o r  th e  
p o o r  o p e r a t in g  d e p a r tm e n t .
Y o u  see , th e  a u d i to r  h a s  a l l  th e  a d ­
v a n ta g e .  H e  d o e s n ’t  h a v e  to  w o rk  a  
w in d o w  u n d e r  p r e s s u r e ;  h e  d o e s n ’t  h a v e  
b o o k k e e p e rs  h o w lin g  fo r  f ig u re s ;  h e  
d o e s n ’t  h a v e  to  a n s w e r  th e  th o u s a n d  
a n d  o n e  g o a t- g e tt in g  q u e s t io n s  t h a t  f a l l  
to  th e  d a ily  lo t  o f  th e  c le rk .  A ll h e  
d o e s  is  w e a r  h o le s  in  a  c u sh io n , f a r  f ro m  
th e  m a d d e n in g  c ro w d , a n d  fin d  f a u l t  
w i th  th e  g u y  w h o  d o e s  th e  w o rk .
T ry  a n d  p le a s e  ’em ! I f  y o u  do  y o u r  
w o rk  r i g h t  th e y  d o n ’t  b e lie v e  i t  a n d
accuse you o f t r y in g  to  ge t aw ay w ith  
som eth ing . I f  you don ’t  do y o u r w o rk  
r ig h t  the y  check r ig h t  over y o u r e rro r 
and w hen you fin d  the  m is take  y o u rse lf 
s ix  m onths la te r, they ju m p  a ll over 
you fo r  n o t f in d in g  i t  sooner. You can’t  
beat ’em.
There  are tw o  genera l types o f aud­
ito rs . The f ir s t  is  the  b ig , no isy  k in d  
w ho is a lw ays r ig h t  and w ho ins is ts  on 
d o m in a tin g  everybody and im press ing  
h is  pe rso n a lity  on the  poor dev ils  o f 
the  op e ra ting  departm ent, w ho are a l­
ways w rong . H e looks upon everybody 
w ith  susp ic ion and seems to convey the 
im press ion  th a t i f  the  c le rk  is n ’t  
crooked he o u gh t to  be. He succeeds 
in  m a k in g  h im s e lf trem endous ly  popu­
la r  w ith  h is  ow n k in d  and correspond­
in g ly  un p o p u la r w ith  the  res t o f the 
bank. The second type resembles the  
mouse ra th e r  th a n  the  lio n . H e  is as­
signed the  im p o rta n t task  o f fo llo w in g  
the  op e ra ting  de pa rtm en t fo r  some m o­
m entous docum ent l ik e  a rece ip t fo r  a 
book e n try  on the  f in a l clearance o f 
tw o  cents th a t was deposited by Sammy 
E isenste in , newsboy, on O ctober 26, 
1923, c red ited  to  h is  account b u t never 
en tered in  h is  passbook. T h is  consti­
tu tes  one o f the  m a jo r crim es o f bank­
in g . T h is  a u d ito r  presents h im s e lf a t 
the  w in d o w  in vo lve d . Suppose the  in ­
m ate is busy— po lish in g  h is  na ils  o r 
w o nd e rin g  w h ich  blonde he ’s go ing  to 
date nex t F r id a y . The mouse stands 
the re  u n t i l  he ’s no ticed  and, since he ’s 
an a u d ito r, ge n e ra lly  has a lo n g  w a it. 
B u t w hen a t la s t the  c le rk  has n o th in g  
else to  do and addresses h im , he clears 
h is  th ro a t and a p o lo g e tica lly  states h is 
business. The c le rk  te lls  h im  w hateve r 
w i l l  get r id  o f  h im  m ost easily  and the 
a u d ito r  departs, k n o w in g  no m ore than  
w hen he s ta rted . N ext day he appears 
again, and so on, u n t i l  th e  poor c le rk , 
patience exhausted, looks up the item  
and so disposes o f h im .
A l l  au d ito rs  fa l l  in to  these tw o  classi­
fica tions  and i f  the y  do no t, the y  are 
no t tru e  au d ito rs . I  o u g h t to  kn o w ; 
I ’ve liv e d  am ong ’em fo r  several years 
and have spent a lo t  o f t im e  observ­
in g  th e ir  hab its .
H ow ever, the  a u d ito r  has ano the r 
near re la tive , o n ly  s lig h t ly  fa r th e r  re ­
m oved fro m  the  hum an. T h is  re la tiv e  
is kno w n  as a co m p tro lle r. T h a t’s abou t 
a l l I  can te l l  you abou t h im , fo r  he is 
a genus who has on ly  recently  been 
discovered and nobody has had m uch 
o p p o rtu n ity  to  s tud y  h im . Everybody 
is especia lly vague concern ing the comp- 
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A  D E P A R T M E N T  CO ND U C TED  B Y  L. GLUICK, C. P . A .
H E R E  is  a  le t te r  fro m  B o ris  B a iev sk y , C. P . A. o f M ary lan d , t h a t  is  m o st in te re s t in g :  “ I  fu lly  
a g ree  w ith  y o u r  o p in io n  a s  to  th e  im ­
p o r ta n c e  o f th e  e d u c a tio n a l leve l o f o u r 
m em b ers . I  m a y  s ta te  t h a t  I  am  a 
B a ch e lo r of C om m erce, C o m m erc ia l H ig h  
School a n d  College, K iev , R u s s ia ;  1902; 
a n d  a lso  S c ien tific  F o re s te r ,  F i r s t  deg ree , 
c o rre sp o n d in g  to  P h . D. deg ree , Im p e r ia l  
F o re s t  I n s t i tu te ,  S t. P e te rs b u rg , R u ss ia , 
1910.”
B Y the  tim e  th is  gets in to  p r in t  m any 
amusement parks w i l l  be open, and 
by M em o ria l Day a ll w i l l  be in  fu l l  
sw ing. So a fe w  rem a rks  on some of 
the  accoun ting  p e cu lia ritie s  o f th is  
la rge  business are tim e ly .
In  the f irs t place no m a tte r w hat the 
general public, or the ba rker calls each 
“ w h ip ,”  “ coaster,”  etc., to  the  operators 
they are a ll “ rides.”  And no m a tte r how 
d iffe re n t they may look or feel to the pat­
ron, they based on very  nearly  the same 
mechanical princ ip les  and the basic 
patents are a lm ost e n tire ly  contro lled by 
tw o  men. No m a tte r who makes the ride, 
o r its  accessories, these men get, d ire c tly  
or in d ire c tly , a roya lty .
The au d ito r fo r  the operator m ay look 
in  va in  fo r  any such item  on the books. 
B u t i t ’s there, ju s t the same as rea lty  
taxes are in  the ren t you pay. So the 
most im p o rtan t th in g  to  do is get and 
ca re fu lly  examine the contract between 
the operator and the b u ild e r and the 
owner. The term s va ry  g rea tly  from  one 
r id e  to  another. A  single pa rk  m ay have 
a h a lf  dozen d iffe rent rides, each operat­
in g  under a d iffe ren t contract. I t  is of 
u tm ost im portance to the operator th a t 
h is  books of account c learly  reflect the 
te rm s o f the contract, fo r  tw o  reasons:
(1) F o r income and local ta x  purposes.
(2) F o r pro tection against the bu ilders 
and pa tent owners, who under the con­
tra c t have access to the operator’s ac­
counts in  order to  determ ine the correct 
am ount due them.
B road ly  speaking the rides are sold in  
three ways. B u t va ria tio ns  and combina­
tion s  m ust be looked for.
1. The operator buys one ou trig h t, 
e ith e r fro m  the pa tent owners or the 
engineer-contractor licensed to  bu ild  them. 
B u t since the cost of even a sm all ride  
runs in to  m any thousands o f do llars, th is  
is the exceptional case.
2. The bu ild e r re ta ins  t i t le  to  the ride  
u n t il fu l ly  paid fo r, h is  money being a 
f irs t charge on the receipts a fte r the 
actual p rim e  operating costs (wages and 
“ ju ice ” ) are paid. In  th is  case, the bu ilde r
E d it o r ’s  N o te — O ur r e a d e r s  s h o u ld  u n ­
d e r s ta n d :
(1 )  T h a t  T h e  A m e r ic a n  S o c ie ty  o f  C. 
P . A ’s  a s s u m e s  n o  r e s p o n s ib i l i t y  fo r  o p in ­
io n s  e x p r e s s e d  in  t h is  d e p a r tm e n t ,  n o r  th e  
a c c u r a c y  o f  f a c t s  s ta te d .
(2 )  T h a t  th e  e d ito r  o f  t h is  d e p a r tm e n t  
a s s u m e s  n o  r e s p o n s ib i l i t y  fo r  o p in io n s  e x ­
p r e ss e d , o th e r  th a n  h is  o w n , n o r  fo r  th e  
a c c u r a c y  o f  th e  f a c t s  s t a t e d  b y  o th e r s  
th a n  h im s e lf .
(3 )  T h a t  b o th  th e  e d ito r  o f  t h i s  m a g a ­
z in e  a n d  th e  e d ito r  o f  th is  d e p a r tm e n t  
u s e  a l l  r e a s o n a b le  c a r e  in  p r e p a r in g  m a ­
t e r ia l  fo r  p u b lic a t io n .  T h e y  u s e  th e  f in a n ­
c ia l  a d v e r t is in g  fo r m u la . “T h e  f o r e g o in g  
in f o r m a t io n  is  o b t a in e d  fr o m  s o u r c e s  b e ­
l ie v e d  to  b e  r e l ia b le  a n d  r e l ie d  o n , b u t  
n o t  g u a r a n t e e d ,  b y  u s .”
T h e  N e w  Y o r k  T r ib u n e  e a c h  S u n d a y  d e ­
v o t e s  a  w h o le  p a g e  to  l e t t e r s  fr o m  i t s  
r e a d e r s  u s in g  a s  c a p t io n  t h e  f o l l o w i n g  
q u o t a t io n  fr o m  V o lta ir e :  “I  w h o l ly  d i s ­
a p p r o v e  o f  w h a t  y o u  s a y  a n d  w i l l  d e fe n d  
to  th e  d e a th  y o u r  r ig h t  to  s a y  i t . ” T h o s e  
a r e  t h is  d e p a r tm e n t ’s  s e n t im e n t s .
m a y  k eep  a  r e s id e n t  a u d ito r  on  th e  
o p e ra to r ’s co n cessio n ; a t  le a s t  h e  su p p lie s  
th e  t ic k e t  c o n tro l.
3. T h e  b u ild e r  r e ta in s  t i t l e  to  th e  r id e , 
an d  th e  o p e ra to r  p a y s  a  r e n t  o r  ro y a lty  
of a n  ag reed  p e rce n ta g e  on  g ro ss  cash  r e ­
ceived.
T h e  n eed  fo r  a  sp eed y  a n d  a c c u ra te  
a u d it in g  of such  con cessio n s sh o u ld  be 
a p p a re n t. A  few  o th e r  h ig h -lig h ts  o f th is  
b u s in e ss  w h ich  d is t in g u ish  i t  fro m  m o st 
lin e s  a re :
1. S u b sc r ip tio n s  to  a ll  a v a ila b le  w e a th e r  
re p o rts . In co m e  d ep en d s  on th e  w e a th e r ;  
i t  is  one o f th e  few  lin e s  in  w h ich  a  sa le  
lo s t to d a y  is  a c tu a lly  lo s t  fo rev e r.
2. T he  d isp ro p o r tio n a te  a m o u n t of w h a t 
is  g e n e ric a lly  te rm e d  “leg a l ex pense  an d  
ta x e s .” T h is  covers n o t o n ly  th e  h ig h  
lic e n se  tax e s , a n d  th e  b o n a  fide la w y e rs ’ 
fees  to  p ro te c t th e  o p e ra to r ’s v e s ted  
in te re s t ,  b u t  th e  a p p a llin g  a m o u n t of 
p e tty  g r a f t  w h ich  seem s to  be  in h e re n t  in  
su ch  e n te rp r is e s . I t  ra n g e s  a ll th e  w ay  
fro m  free  r id e s  to  th e  c o n s tab le ’s k id s  up  
to  o u tr ig h t  b lac k m a il. T h e  a u d ito r  m u s t 
n o t in q u ire  to o  c losely  a b o u t m a n y  item s. 
On th e  o th e r  h a n d  th e  w o rd  of th e  c a sh ie r  
a lo n e  sh o u ld  n o t  be  ta k e n ;  to o  m a n y  
em bezz lem en ts  h av e  been  covered  by 
c h a rg e s  to  “h o n e s t g r a f t” w ith o u t  co n se n t 
o f th e  ow ner.
A n y o n e  h a v in g  m o re  in te re s t in g  an g le s  
of th is  b u s in e ss  is  in v ite d  to  c o n tr ib u te  
th e m  to  th is  d e p a r tm e n t— 250 w o rd  l im it
T H E R E  is  a  sm a ll b u t  s te ad y  d e m a n d  fo r  
b a ck  n u m b e rs  of th is  m ag az in e , a r is ­
in g  n o t fro m  a  w ish  to  co m p le te  files fo r  
b in d in g , b u t  on acc o u n t o f som e s in g le  
a r tic le . T h e  d e m a n d  fo r  c e r ta in  o n es is 
p e r s is te n t ;  a n d  in  m a n y  cases w e a re  a ll  
o u t o f th e  a r tic le  w an ted . Y et so  f a r  th e
demand has not become great enough to  
ju s t i fy  the expense o f rep rin tin g .
However i t  is  our be lie f th a t there 
exists a large s ilen t demand; in  other 
words, m any would buy re p rin ts  i f  they 
knew them  to be available. We w ant these 
people to  become articu la te . In  other 
words, we w an t them  to  w r ite  d irec t to  
M r. Springer s ta ting :
(1) W hat artic les  they would lik e  to  
have reprin ted.
(2) How m any copies of each they 
w ould take i f  rep rin ted  in  single pam­
phlets.
(3) How  m any copies they w ould take 
of a bound book con ta in ing  the 20 most 
popu lar artic les, a t a price not to exceed 
$2.50.
I f  a sufficient response is  had the m at­
te r  w i l l  be la id  before the D irectors of the 
Society fo r  su itab le action.
W H E N  we set out to  prove, by  the  
scho la rly  a tta inm en ts  of C. P. A .’s th a t 
P ub lic Accounting was a genuine profes­
sion, and not a business, we never ex­
pected th a t anyone would raise any ques­
tions  about i t  being a science. Few have, 
and they should be effective ly and per­
m anently  silenced by the le tte r o f Edw ard 
C. Romine.
“ A ccounting is a science, so recognized 
in  th is  m odern w o rld  in  w h ich  we live. 
The object o f Sigma X i is to encourage 
o rig in a l inves tiga tion  in  science. L ik e  
P h i Beta Kappa, i t  is  an honorary  fra ­
te rn ity , and founded a t Cornell U n ive r­
s ity  about two-score years ago; today its  
membership, in c lud in g  P resident and M rs. 
Hoover, numbers w e ll over 20,000.
“ I ts  key has the same significance 
of scholarship m e rit among sc ien tific  and 
technica l students as th a t o f P h i Beta 
Kappa among lite ra ry  and classical 
scholars. The general secretary is E d­
w ard E lle ry , U n ion College, Schenectady, 
N. Y. L ik e  P h i Beta Kappa, the society 
publishes a q u a rte rly .”
A l l  r ig h t, now, you Sigma X is ! Send 
your names, addresses, colleges and the 
states th a t certified you to  us and we’l l  
p r in t  the ro l l w ith  pleasure.
T O D A T E  three people have taken us to  
task fo r  the use o f the e d ito r ia l “ we”  
in  th is  departm ent. We plead the ex­
tenua ting  circum stances of long continued 
hab it. O ur ea rly  experience as report 
w r ite r  was fo r partnersh ips, so i t  comes 
na tu ra l fo r  us to  say “ We have audited 
and we hereby ce rtify , etc.”  F urthe rm ore  
our jo u rn a lis tic  w o rk  (no t much, i t  is  
true, bu t a l l we’ve had) fixed in  us so 
f irm ly  the e d ito r ia l p lu ra l th a t we find 
i t  d ifficu lt to  drop it .  Besides tha t, we
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have a t tim es been li te ra lly  p lu ra l. A s 
R ip ly , au thor of th is  season’s best seller 
(non-fiction) says, “ Believe i t  or N o t.”  
B y  "way o f answering you r question of 
“ H ow  come?”  we’l l  repeat a s tory we saw 
in  Judge a couple o f years ago.
“ F rien d  (to  young p o e t) : W ell, d id  you 
ever get th a t masterpiece of yours 
p rin ted  ?
“ Poet: Yes— in  the New Y o rk  Times.
“ F rien d : C ongratu la tions; how d id th a t 
happen?
“ Poet: W ell, I  w ro te to  the questions 
and answers departm ent o f the Book Re­
view , gave tw o  lines of m y poem and said 
I ’d lik e  to  have the  rest of the poem and 
the au tho r’s name, and signed i t  w ith  an 
alias. Then I  answered i t  in  m y own 
name.”
M A YB E  th is  should have been referred 
to  M r. Sunley’s departm ent. B u t here 
i t  is. H ow  should lig h t in g  of d isplay 
w indows, especially n ig h t l ig h t in g  of out­
side show w indows when the store is not 
open, be treated by a re ta il store? Our 
correspondent says fu r th e r: “ I  consider 
i t  advertis ing  expense, bu t m y c lien t pre­
fers to  consider i t  as p a rt o f the general 
overhead lig h t in g  cost.”
Our answer is th a t such lig h t in g  is a 
ve ry  d is tin c t advertis ing  expense. B u t i f  
the  d isp lay w indow  lig h ts  and signs are 
no t on a separate c irc u it w ith  a separate 
meter, the de te rm ina tion  o f the cost is 
d ifficu lt. W il l  some of our departm ent 
store com ptro lle rs and auditors, o r e lec tri­
cal engineers please give us fu r th e r  lig h t  
on th is  subject?
W h ich  brings to  m ind  the classic s to ry  
o f the student, who being asked to  give an 
example of a cu rren t asset, rep lied, “ A  
dynamo.”
H E R E is an excellent idea w h ich  we 
offer to  tax  services free of charge. 
We have used i t  fo r years. O tto G rund­
m ann taugh t i t  to  us, and lik e  eve ry th ing  
else we learned fro m  h im  i t  is  good.
The various tax  services include a few 
b lank sheets in  the binders w h ich  are ex­
cellent fo r  memoranda. They can be pu t 
in  wherever the subscriber wants them  
fo r  notes or cross references, added to, 
to rn  out, etc., w ith o u t any defacing of the 
p rin ted  text. B u t these sheets are few  in  
number.
However, scarcely a repo rt is  received 
in  w h ich  a te x t sheet, b lank  on one side, 
is  no t replaced. I f  these sheets are care­
fu l ly  p u t aside by the ju n io r  who files 
these reports, there w i l l  nearly  always be 
an adequate supply o f p rope rly  punched 
m em orandum  paper on hand fo r the tax 
specia list to  in se rt where and when 
needed. To avoid the po ss ib ility  of super- 
ceded sheets being m istaken fo r cu rre n t 
ones and replaced in  the binder, the page 
num ber in  the corner should be to rn  off. 
Or a la rge colored pencil X  be made 
across the face of the p rin ted  side.
A U D IT IN G  C O M M ITTEES! E ver serve 
on one? Or ever fo llow  up one? To 
a C. P. A . w ith  a sense of hum or such an 
experience is a pleasure. P robably 50% 
of the  readers of th is  w i l l  probably say—  
at least to  themselves— “ Look at w ha t 
th is  m an p rin ts ! W hy, I  had an experi­
ence three tim es as funny .”  W e ll we’d 
be glad to  use others i f  we on ly  had them  
contributed.
F o r m any years we have belonged to  a 
sm all fra te rn a l order whose fiscal year 
ends M arch 31. A t  the M arch m eeting 
an aud it com m ittee o f three members is 
appointed to  go over the T reasurer’s 
books, w h ich  he keeps at h is  home, and 
report to  the A p r i l  meeting. Due to the 
ta x  rush prevalent in  M arch we had never 
been to  a m eeting in  th a t m onth u n t il 
th is  year.
The pres id ing  officer then remembered 
fo r the f irs t tim e  th a t there was a C. P. A. 
in  the order, and p u t us on the  au d it 
committee, w ith  tw o  members who had 
served the year before. Said the senior 
member to  us, as we were leaving the 
m eeting, “ C ongratula tions on you r ap­
po in tm ent. You’l l  enjoy th is  job. Mrs. 
Doe (the T reasurer’s w ife ) is such a 
cha rm ing hostess. And serves such a 
fine lunch.”
S OME rem ark  of ours in  A p r i l about the 
amazement insp ired in  laym en by 
w hat the accountant deems o rd in a ry  re­
sults, b rought us tw o  fine le tte rs. The 
firs t from  Texas:
“ I  was recently  requested to  make an 
investiga tion  of a chain of Texas stores 
fo r  w h ich  Eastern bankers were negotiat­
ing. The inves tiga tion  was started at the 
headquarters o f the chain store company, 
and m y f irs t step, a fte r la y in g  out some 
w o rk  fo r  m y assistants was to  take a ll 
the  leases and m ake an ana ly tica l schedule 
o f them. F o r the  benefit of some of you, 
le t me note th a t Texas is bigger than 
France, and I  had never been in  a large 
num ber of towns in  w h ich  the cha in had 
stores. W hat was more, the general 
manager knew it .  H is  amazement when 
I  to ld  h im , w ith o u t hav ing  seen a th in g  
bu t the lease or spoken to  anyone bu t 
h im , th a t one store was in  a very poor 
location, was shaded w ith  suspicion th a t 
I  had been in  th a t town. B u t he con­
fessed I  was r ig h t  and then demanded
I  te ll h im  how I  knew  it .
“ To you, i t  w i l l  seem th a t I  was on ly 
exercising norm al common sense. Given, 
from  the lease the area o f the store and 
the ren ta l paid, and know ing  from  o rd i­
n a ry  general knowledge o f the approxi­
mate size of the town, i t  was apparent 
th a t the location  m ust be poor. The store 
sales, when I  got to  them, proved it .  B u t 
to  th a t general manager I  was a m arve l, 
and he’s to ld  p len ty  o f people about i t .  
W h ich  la tte r, o f course, makes me mad—  
not.”
A nd the second— s lig h tly  condensed:
“ The rem arkable th in g  about th is  case 
was th a t the c lien t, a woman, asked me 
(the  accent is  on the asked, not the me) 
before she bought, instead o f do ing w hat 
m ost o f them  do—w a it t i l l  i t ’s too late. 
She was p re tty  tho rough ly  sold on a stock 
propos ition  and was on the po in t o f 
r is k in g  her funds, o f w h ich  she had none 
to  spare, when i t  occurred to  her th a t a 
l i t t le  advice w ould be in  order. 
“ She was so fu l l  o f w ha t the pro­
m oter had to ld  he r th a t i t  was no troub le 
ge tting  a t the facts, o r  ra the r, w ha t 
she though t were the  facts. She had 
asked several shrewd questions w h ich  
had seemed to  w in  her the respect o f 
the  prom oter, fo r  she was accorded a 
special t r ip  to  v iew  the p roperty  w h ich  
i t  was claimed the corpora tion owned.
“ B u t as she to ld  me a ll th a t had been 
to ld  and shown her and how i t  had been 
done, I  was convinced th a t the scheme 
a t best was a speculation, ju s t w ith in  
the law , and no t an investm ent fo r  any­
one, le t alone a w idow  of her means.
I  to ld  he r so in  no uncerta in  term s, draw ­
in g  fro m  m y knowledge o f h igh  and low  
finance, gained fro m  study and consider­
able professional w ork, the la tte r, sad to  
say, usu a lly  fo r  the prosecuting attorney.
“ The woman was incredulous. I t  m ig h t 
no t be a gilt-edged issue, bu t i t  couldn’t  
be a fraud . I t  was w ith  rea l d ifficu lty  
th a t I  persuaded he r to  go to  our local 
B e tte r Business Bureau. Today she 
phoned me: ‘You’re a w izard . I  rea lly  
can’t  believe th a t you hadn ’t  investigated 
th is  th in g  before I  came to  you. Every­
th in g  you to ld  me is so and a lo t more. 
The Bureau is ju s t w a it in g  fo r  a m is ­
step th a t w i l l  g ive i t  a chance to  get a 
fraud  order issued, etc.’
“ Now th a t’s g ra tify in g . Most fo lks  
are ready enough to  blame you i f  some­
th in g  goes w rong bu t no t so keen about 
th a n k in g  you i f  you steer them  rig h t. 
B u t w hat seems re a lly  sad to  me is th a t 
she should be amazed. The th in g  seemed 
so p la in ly  a gyp th a t i t  ought not to  have 
required more than  an elem ental know l­
edge o f finance to  have shown her w hat 
i t  was.”
T H E R E  has recently  reached us an echo 
o f a com pla in t tha t we though t had 
long since expired. T h is  com pla in t has 
to  do w ith  the frequent, i f  not regular, 
inc lus ion  in  the New Y o rk  State C. P. A. 
exam inations of a problem in  Stock E x­
change accounting.
Now th is  com pla in t m ig h t have had 
some ju s tifica tio n  p r io r  to  1923, bu t when 
in  th a t year the Stock Exchange, alarm ed 
by collapse o f several o f its  members, 
in s titu te d  a questionnaire aud it, i t  became 
pos itive ly  incum bent on the New Y ork  
Board o f E xam iners to  encourage the 
study o f Stock Exchange accounting by 
se tting  questions thereon. There was no
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l i t t le  c r it ic is m  o f the Exchange by ac­
countants, in  th a t the by-law re q u irin g  
an a u d it d id  not state by a Certified 
P ub lic  Accountant. T h is  was effective ly 
answered by M r. Todman on several oc­
casions by s ta tin g  the facts—th a t there 
were not enough C. P. A .’s qualified to 
do a ll the w o rk ; th a t i t  w ould take a t 
least five years to  produce enough, and 
th a t the Stock Exchange hoped i t  m ig h t 
be accomplished in  th a t tim e.
A nd now w ith  the m in im um  tim e  up, 
the crop s t i l l  short, despite the incen tive 
given by the Board of Exam iners, the 
com pla in t comes up again. I t  w ould be 
ju s tified  in  N o rth  Dakota or A laska. I t  
could scarcely be ju s tified  in  any State 
con ta in ing  a c ity  having a stock exchange 
o f its  own, (e. g. Columbus, Ohio, W ash­
ing ton , D. C., and San Francisco, C a lif.), 
or even where there are correspondents 
of the New Y o rk  houses.
W hether fo r  be tte r o r worse, the coun­
t r y  has gone in  fo r  large scale investm ent 
and speculation. A  single New Y o rk  firm  
employs 275 te legraphic operators fo r  its  
priva te  w ire  system.
F irm s  w h ich  used to  keep branches 
in  Palm  Beach and Newport d u rin g  th e ir  
respective “ seasons”  are now keeping 
them  open a ll year. Accountants a ll over 
the na tion  are required to  know  some­
th in g  about Stock Exchange w o rk ; ac­
countants in  any c ity  hav ing  a stock ex­
change m ust be tho rough ly  competent to 
au d it the exchange’s members. I t  would 
not be fa ir  to  the pub lic  to  om it a l l re fe r­
ence to  Stock Exchange accounts from  
exam inations.
The com pla in t about the prevalence of 
fo re ign  exchange questions is a l i t t le  
m ore in  order. B u t no t much. The 
U n ited  States o f A m erica is do ing more 
im p o rtin g  and exporting  each year, and 
the accountant who does no t know  
enough about fo re ign  exchange to  handle 
o rd in a ry  conversions fo r  income tax  clos­
ings, is  a t a great disadvantage. There was 
once a pe rfectly  jus tified  com pla in t about 
fo re ign  exchange. In  1914 the New Y ork  
State Board m ust have been tem po ra rily  
under the spell o f some one to  whom 
fo re ign  exchange was the whole o f ac­
countancy, fo r  fo u r out of s ix  problems 
given to  candidates were on th a t subject. 
Sm all wonder th a t a how l was raised by 
the  scores of unsuccessful candidates 
(on ly  fou r were successful) the echoes 
o f w h ich  are s t i l l  reverberating .
B u t look ing  over the dozens of papers 
p rin ted  in  th is  magazine we have fa iled  
to  find a single state g iv in g  any bu t a 
fa ir  question, and th a t o f a reasonable 
weight.
H E A L T H Y  skepticism  should be a pa rt 
o f every accountant’s equipment, fo r  
no th ing  w i l l  get h im  in to  more troub le 
in  less tim e  than ta k in g  th ings fo r
granted. So we welcome th is  response to  
an item  in  the A p r i l  issue. “ Do you 
w ant us to  believe th a t because you 
v is ited  two classes in  accounting th a t 
m ak ing  such v is its  is  a hab it? ”  No, we 
do not. We s im p ly  reported tw o  recent 
ones. Here are a ll the others we can re ­
ca ll a t present.
Stetson College, Deland, F la., M arch,
T H E O R Y  O F ACCOUNTS
Tuesday, O ctober 9, 1928, 9 .30 A . M . 
to  12 M.
Do n o t repeat questions, b u t desig­
nate them  by num ber. In  a d d itio n  to  
techn ica l accuracy th e  in te llig e n ce  in ­
d icated by yo u r answers w i l l  be taken  
in to  cons idera tion  in  g ra d in g  the  
papers.
1. E xp la in  the  d is tin c tio n  between a 
fu n d  fo r  re tire m e n t o f bonds and a 
reserve fo r  re tire m e n t o f bonds. (b ) 
Is  the  la tte r  a lia b i l ity ?  (c ) A f te r  the 
re tire m e n t o f the  bonds, how  is the  re ­
serve disposed of?
2. S tate spec ifica lly  th e  d iffe rence be­
tween revenue expend itu res and cap i­
ta l expend itu res and c ite  exam ples.
(b ) W hen m ay expend itu res th a t are 
s t r ic t ly  cap ita l be charged to  revenue?
3. A  com pany purchases the  bus i­
ness o f a prosperous concern o f long  
s tand ing  and pays th e re fo r $25,000 in  
excess o f the  ne t assets, w h ich  is ca r­
r ie d  as g o o d w ill. Several years the re ­
a fte r  the  com pany ha v in g  a la rge  ac­
cum u la ted  surp lus, the  d irec to rs  de­
cided to  charge o ff the  g o o d w ill to  
su rp lus. W h a t w o u ld  be the  effect 
o f  such charge?
4. A t  the  close o f its  fisca l period, a 
com pany has on hand a la rge  supp ly  o f 
ra w  m a te ria l. A f te r  the  close o f the 
fisca l pe riod  b u t be fore the  books were 
closed the re  was a sudden s lum p in  the  
m a rk e t p rice  o f the  m a te ria l, w h ich  
prom ised to  be tem po ra ry . Should the  
in v e n to ry  be based on cost o r m arke t?  
I f  based on cost, w h a t m ethod should 
be adopted to  care fo r  the  possib le loss 
in  the  subsequent period? W h a t w ou ld  
be the  effect on p ro fits  fo r  the  fiscal 
yea r ju s t  closed on each basis o f va lua ­
t io n  o f the  m a te ria l?
5. D iv idends on p re fe rre d  stock o f 
a com pany are in  a rrears . Should such 
d iv idends be shown on the  balance 
sheet as a lia b i l ity ?  I f  no t, how  should 
they be shown? (b )  U nde r w h a t c ir ­
cumstances, i f  any, m ay d iv idends on 
common stock be pa id  o u t o f cap ita l?
1926. Name o f in s tru c to r fo rgo tten ; w i l l  
someone please supply it?
Spring  of 1925, Professor Newlove.
M arch, 1929, St. John’s College, B rook­
lyn , Professor Joseph Meyer.
A nd some da y , i f  we meet you, we sha ll 
te ll you about the tim e  we v is ited  a 
g ir ls ’ school. B u t we don’t  in tend to  pu t 
th a t in  p r in t.
6. A  m a n u fa c tu rin g  com pany carries 
a la rge  stock o f ra w  m a te ria l b u t does 
n o t m a in ta in  a  pe rpe tua l in ve n to ry . 
In  th is  case, w h a t m ethod o th e r tha n  
an ac tua l coun t w o u ld  g ive  ap p ro x i­
m ate va lue  o f the  am oun t o f m a te ria l 
on hand?
7. A  m a n u fa c tu r in g  com pany p u r­
chased m ach ine ry  five  years ago a t a 
cost o f $15,000 and charged o ff 10 per 
cent each year fo r  deprec ia tion . To 
m eet requ irem en ts  o f the  business, new 
and im p roved  m ach in e ry  was in s ta lle d  
a t a cost o f $25,000, w h ich  was charged 
to  m ach inery , and the  o ld  m ach inery  
was sold a t the appra isa l va lue o f $10,-
000, and c red ited  to  m ach inery . Is  th is  
tre a tm e n t o f the  m a tte r th e o re tic a lly  
correct? I f  you th in k  o therw ise, give 
yo u r reasons.
8. A  p u b lic  u t i l i t y  com pany ex­
pended la rge  sums o f m oney in  recon­
s tru c tio n  and re h a b ilita t io n  o f its  
p ro p e rty  and cap ita lized  the  expendi­
tu res. On w h a t grounds, i f  any, can 
th is  be ju s tifie d ?  Be e x p lic it in  yo u r 
rep ly .
9. W h a t is the  s tr ic t  m ean ing o f de­
p re c ia tion  and how  is i t  caused? (b ) 
W h y  shou ld  i t  be trea te d  as an e lem ent 
o f m a n u fa c tu r in g  cost? (c ) E xp la in  
the  usual m ethods o f d is tr ib u tio n .
10. W h a t is the  p r in c ip a l purpose o f 
a balance sheet? (b )  W h a t o th e r p u r­
pose m ay i t  serve? (c ) W h a t are its  
lim ita t io n s ?
A U D IT IN G
Tuesday, O ctober 9, 1928— 1.30 to  
4 .30 P . M .
1. W h a t are the  elem ents o f cost o f 
fixed assets, such as m ach ine ry  and 
too ls? H o w  shou ld  a fa c to ry  va lue 
these th in g s  w hen i t  m akes them  i t ­
se lf?  E x p la in  the  d iffe rence between 
a saving and a p ro fit.
2. To w h a t taxes are O hio corpora ­
tions  sub ject?  As o f w h a t dates are 
the  rep o rts  to  be made?
3. W h a t is the  d iffe rence between 
cum u la tive  and no ncu m u la tive  p re ­
fe rre d  d iv idends? In  case o f non­
C. P. A. EXAMINATION QUESTIONS, 
OHIO, OCTOBER, 1928
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paym ent o f cu m u la tive  p re fe rred  d i­
v idends fo r  several periods can a com ­
pany p ro p e rly  pay a d iv ide nd  on such 
stock designated as cove ring  a m ore 
c u rre n t period  w ith o u t pa y in g  a ll d iv i­
dends in  arrears?
4. W h a t is m eant by  the  te rm s (a ) 
con tinuous au d it, and (b ) com pleted 
a u d it?  (c ) P o in t ou t some advantages 
o f the  fo rm e r, and (d )  a d raw back.
5. A  com pany has had an appra isa l 
m ade o f its  b u ild in g s  and m ach inery , 
based on rep lacem ent values less de­
p re c ia tion . Y ou  f in d  th a t  the  values 
as appra ised g re a tly  exceed the  ne t 
book values. Y o u r c lie n t desires th a t 
the  appra ised values be taken  in to  con­
s id e ra tion  in  y o u r a u d it, (a ) W o u ld  
you  accede to  the  w ishes o f yo u r c lien t?
(b )  I f  so, how  w o u ld  you tre a t the  
m a tte r in  the  balance sheet and the  in ­
come statem ent? G ive reasons fo r  
y o u r answers.
6. Describe th re e  m ethods o f ca l­
c u la tin g  deprec ia tion  and suggest cases 
in  w h ich  each m ig h t be feasib le  o r de­
s irab le?
7. On p o in tin g  o u t the  insuffic iency 
o f the  p ro v is io n  fo r  deprec ia tion  on 
fixed assets w h ich  the  d irec to rs  a d m it, 
you are m et w ith  an a rg um e n t sup­
p o rte d  by evidence th a t  th e  re a l estate 
values have apprecia ted to  an even 
g re a te r ex ten t tha n  the  e n tire  deprecia­
tio n  o f  such assets. As the  apprecia­
t io n  is  n o t take n  upon the  books you 
are asked to  a llo w  the  one to  o ffset the  
o the r. G ive reasons fo r  y o u r agree­
m en t o r disagreem ent.
8. In  a u d itin g  a concern th a t is 
chang ing  its  stock fro m  pa r va lue  
($100 .00 ) a share to  no pa r va lue , 
sta te how  you w o u ld  recom m end 
reco rd in g  the  change and w h a t ac­
counts w o u ld  be created o r changed 
and the  reasons.
9. The books o f a concern you are 
a u d itin g  show ove rd ra fts  on tw o  banks 
b u t these o ve rd ra fts  w ere deducted on 
th e ir  balance sheet fro m  balances in  
o th e r banks. In  ana lyz ing  you find  th a t 
on one o f the  tw o  banks, checks ex­
ceeding th e  book o v e rd ra ft were o u t­
s tan d in g  and th a t on the  o th e r the  
checks exceeding the  book o v e rd ra ft 
w ere  he ld  in  the  office. S tate how  you 
-w o u ld  show up these m atte rs .
10. In  a u d itin g  the  books o f a sm a ll 
au tom ob ile  sales agency, you find  cash 
on deposit aggregates $67,000.00 a t 
Jan ua ry  31, 1928, and you a fte rw a rd s  
le a rn  th a t the  au to  dealer in  question 
w ho operates under a ve rb a l agreem ent 
is  a depot fo r  the  issuance o f license 
tags fo r  au tom obiles, and th a t the 
am oun t ow ing  to  the  State A u to m o b ile  
D epa rtm en t a t Jan ua ry  31, 1928, 
am ounted to  $66,000.00 and had been 
c red ited  to  accounts payable account.
(a )  Do you agree w ith  the  action  o f
the  au to dealer o r shou ld  an a d ju s t­
m en t o f th e  book accounts be made?
(b ) G ive reasons fo r  y o u r answer 
and state how  you  w o u ld  show the 
item s affected on the  balance sheet.
(c ) Should any cons idera tion  be 
g iven to  possib le l ia b i l i t y  fo r  coun ty  
personal taxes, and i f  so, why?
P R A C T IC A L  ACC O U NTIN G
P rob le m  1
W ednesday, O ctober 10, 1928— 9 A . M . 
to  12.30 P . M .
On Jan ua ry  2, 1925, M r. C. J. B row n  
purchased 1500 acres o f coal lands a t 
a p rice  o f $250.00 per acre. In  ad d i­
t io n  to  the  purchase p rice  per acre, he 
agreed to pay ro ya ltie s  based upon the 
se llin g  va lue  o f coal m ined .
The ro y a lty  agreed upon was ten 
cents per to n  on sales a t $2.00 per ton  
and increas ing  p ro p o rtio n a te ly  to se ll­
in g  va lue, b u t in  no case less than  ten 
cents per ton . S e ttlem ent to be made 
a t end o f each year.
P rospecting  revealed the  fa c t th a t 
the  estim ated tonnage w o u ld  be ap­
p ro x im a te ly  5,000 tons per acre and 
th a t 300 acres va lued  a t $50.00 per 
acre w o u ld  be unp roduc tive .
T r ia l balance on December 31, 1927, 
was as fo llo w s :
C ash  ...............................................................  $5,000
U . S. L ib e r ty  B o n d s  ( 4 ¼) .................. 125,000
A cco u n ts  r ec e iv a b le  ............................... 45,000
N o te s  r ec e iv a b le  ......................................  50,000
C oa l u n loaded— Jan . 1, 1927 (4 ,000
to n s  a t  |2 .5 0  per to n ) .......................  10,000
S u n d ry  d eb tors  ........................................  5,000
C oal an d  su r fa c e  la n d s  .......................  375,000
M in in g  eq u ip m en t .................................... 75,000
Office eq u ip m en t ......................................  9,000
D evelop m en t ................................................  20,000
P r o sp e c tin g  ........................................... .. 25,000
M in in g  lab or  ................................................  350,000
M in in g  ex p en se  ........................................  100,000
T ra n sp o rta tio n  ......................................... 85,000
P o w er  ...............................................................  30,000
G en era l m in e  e x p e n s e ............................  87,500
P la n t  fu e l .....................................................  7,500
In su ra n ce  (m in in g )  ..............................  4,200
M ine office ex p e n se  .................................  43,800
T a x e s  ............................................................... 16,500
D ep rec ia tio n  ................................................ 21,000
G eneral and  a d m in is tr a tiv e  e x p en se  60,000
S e llin g  ex p en se  ...........................................  30,000
In te r es t ..........................................................  9,000
1,588,500
N o te s  p a y a b le  .............................................  $25,000
A cco u n ts  p a y a b le— T rad e  ..................  17,500
A cco u n ts  p a y a b le— S u n d r y ..................  2,000
R e serv e  fo r  d ep rec ia tio n  ..................... 21,000
In v estm en t acco u n t— Ja n . 1, 1 9 2 7 . .  450,000
C oal s a le s  .....................................................  1,070,000
R e n ts  rece ived  ...........................................  1,500
D isco u n ts  ........................................................ 1,500
1,588,500
Y o u r exam ina tion  disclosed the fo l­
lo w in g :
In te re s t on U. S. Bonds was payable 
sem i-annua lly  on A p r i l  and October 15, 
and inspection  o f the  bonds showed
th a t coupons m a tu r in g  on A p r i l 15,
1927, and October 15, 1927, were a t­
tached to  the bonds.
F ive  per cent o f a l l notes and ac­
counts rece ivable were d o u b tfu l as to 
co llection .
Taxes shown in  t r ia l  balance rep re­
sented taxes pa id  d u rin g  the year 1927. 
Taxes fo r  year 1927 were $8,500.00 o f 
w h ich  $4,250.00 was unpa id  and no t 
inc luded  am ong accounts payable.
D eprec ia tion  shown in  t r ia l  balance 
covers estim ated deprecia tion  o f de­
preciab le  assets, a ll o f w h ich  were on 
hand J u ly  1, 1925, the  date operations 
started .
Review  o f in te re s t account disclosed 
th a t in te re s t a t 6 per cent had been 
received upon the $50,000.00 notes 
rece ivable be ing in te re s t to December
1, 1927, and th a t none had been pa id 
on notes payable w h ich  were a ll is­
sued December 1, 1927, and also bore
6 per cent in te res t.
O ther item s payable n o t entered 
were:
G enera l m in e  e x p e n s e .........................  $10,687.50
M in in g  lab or  .............................................. 15,000.00
A na lys is  o f insurance p rem ium s 
paid, showed prepa id  am oun t to  be 
$1,750.00.
On J u ly  1, 1925, the  in s ta lla t io n  o f 
equ ipm en t was com pleted and opera­
tion s  began, the  tonnages produced 
were as fo llo w s :
T o D ecem b er  31, 1925 .................. .. 150,000 to n s
Y ear  1926 .............................................. 350,000 to n s
Y ear 1927 .............................................. 425,000 to n s
Sales o f coal were as fo llo w s :
40 ,000 to n s  ................................. . a t  $1.75 per to n
60,000 t o n s ................................... a t  2.00 p er to n
50 ,000 to n s  ......................................a t  2.50 p er  ton
70,000 to n s  ......................................a t  3.50 per to n
80 ,000 t o n s ......................................a t  1 .875 p er  ton
90,000 to n s  ....................................a t  4.00 per to n
S e lling  va lue o f coal on hand was 
$2.50 per ton .
F ro m  the  fo re g o in g  in fo rm a tio n , you 
are requested to  prepare th e  fo llo w in g :
1— Balance sheet.
2— P ro f it  and loss statem ent.
3— W o rk  sheet in  p rope r fo rm .
4— Jo u rn a l en tries  w ith  exp lana­
tions.
P R AC TIC A L. ACC O U NTIN G
P rob le m  2
W ednesday, O ctober 10— 1.30 P. M . to
5.00 P . M .
Y ou have been engaged by the S m ith  
M a n u fa c tu r in g  Com pany to  prepare 
fina nc ia l sta tem ents fo r  the  year ended 
Decem ber 31, 1926. On in ves tig a tion  
you fin d  th a t  th is  com pany was in c o r­
po ra ted  w ith  a u th o r ity  to  issue $750,-
000 com m on stock and $150,000 7 per 
cent p re fe rre d  s tock; th a t d iv idends on 
the  p re fe rre d  stock are payable sem i­
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a n n u a lly  on Jan ua ry  5 and J u ly  5 o f 
each year, and such d iv idends to  be 
cum u la tive . U nder a u th o r ity  o f its  
c h a rte r the  com pany issued $400,000 
com m on s tock and $100,00 0 p re fe rre d  
stock. No changes in  the  issue o f stock 
w ere m ade d u r in g  the  fisca l year.
Y ou are fu rn ish e d  w ith  the  fo llo w in g  
t r ia l  balance as o f Decem ber 31, 1926, 
w h ich  has been ve rifie d  by you.
P R E -C L O S IN G  T R IA L  B A L A N C E  A S  O P  
D E C E M B E R  31ST , 1926
D eb its .
L a n d  ...........................................  $112,500
B u ild in g s  .................................  250,000
M ach in ery  ..............................  200,000
T oo ls  ........................................... 2,500
C a p ita l s to ck — C om m on .
C a p ita l s to c k — P r e fe r re d .
S u rp lu s  ......................................
R a w  m a ter ia l, in v en to ry
Jan . 1 ...................................  51,650
P u r c h a se s— R a w  m a ter ia l 201,000  
A cco u n ts  r ec e iv a b le  . . . .  106,000
N o te s  r e c e iv a b le ..................  11,500
A cco u n ts  p a y a b le  .......... ..
N o te s  p a y a b l e .......................
C ash  ...........................................  65,721
L ab or— D ir ec t .......................  189,750
L abor— O ther .......................  42,300
S u p erin ten d en t an d  c lerk s
( fa c to r y )  ............................  12,300
F a c to r y  e x p e n s e .................. 13,625
T a x e s  ........................................  3,250
S a le sm en ’s  s a la r ie s  an d
co m m iss io n s  ....................  21,000
S a le sm en ’s  e x p e n ses  . . . .  16,600
F a c to r y  s u p p l i e s .................. 6,000
G eneral office s a la r ie s  . .  20,700  
G en era l office ren t . . . .  3,600  
M isce lla n eo u s  exp en se,
g e n e ra l office ...............  2,170
F u rn itu re  an d  fix tu res—
G en era l office ...............  1,500
B ra n ch  co n tro l a c co u n t . 15,000  
G oods in  p rocess , J a n u ­
a r y  1 ...................................  45,640
F in ish e d  good s, J a n u ­
a r y  1 .................................... 19,609
B ra n ch  e x p e n ses  .............  13,970
D iv id en d s, p referred  s to c k  3,500
I n te r e s t  ...................................  305
C ash  d isc o u n ts  a llo w ed  2,160  
G en era l office su p p lie s  . .  650
F u rn itu r e  an d  fix tu res—
F a c to r y  ............................. 1 ,000
P rep a id  ite m s  . . . .  500
R e se r v e  fo r  d ep r e c ia tio n .
S a le s— H om e office ...........
S a le s— B ra n ch  ....................
S h ip m en ts  to  b ran ch  . . . .
C a sh  d isc o u n ts  earn ed  . .
R e serv e  fo r  bad  a c co u n ts .
C red its.
$400,000
100,000
125,000
29 ,000
50 ,000
70,000
520,400
130,100
8,100
3,100
300
 1 ,436,000 1 ,436,000
The in ven to ries  a t the  close o f the 
fiscal year w ere : R aw  m ate ria ls , $57,- 
500; fa c to ry  supplies, $2 ,000; goods in  
process, $47,940; fin ished  goods (H .
O .), $17,809; genera l office supplies, 
$300; too ls, $2,000.
A ccrua ls : D ire c t labo r, $5 ,400; o the r 
la bo r, $1 ,350; lo ca l taxes, $3,250. De­
p re c ia tio n : 2 pe r cent on b u ild in g s  and
7½ pe r cent on m ach inery.
Charge off 10 per cent on fu rn itu re  
and fix tu re s  a t the  fa c to ry  and 10 per 
cent on fu rn itu re  and fix tu re s  a t gen­
e ra l office.
Reserve fo r  d o u b tfu l accounts 2 per 
cent o f the  accounts rece ivable b u t no t 
o f notes receivable.
The loca l taxes are to  be d is tr ib u te d  
as fo llo w s : 40 per cent to  genera l ex­
penses and 60 pe r cent to  m a n u fa c tu r­
ing .
The po licy  o f th is  com pany is to  tre a t 
cash d iscounts on sales and purchases 
as fin a n c ia l transactions, and you  are  
to  be governed acco rd ing ly .
The B oard  o f D irec to rs  declared a 
cash d iv ide nd  of 7 ½ pe r cent, payable 
on Jan ua ry  15, 1927, and a stock d iv i­
dend o f 12½ per cent on the  com m on 
stock.
P rov ide  fo r  d iv idends on p re fe rred  
s tock and fo r  incom e taxes.
Y o u r in ve s tig a tio n  discloses th a t th is  
com pany has a branch in  ano the r c ity  
to  w h ich  i t  ships goods a t se llin g  prices; 
th a t  the  m anager o f the  branch pays 
the[ f re ig h t  on goods received, salaries 
and o th e r expenses; th a t  a m o n th ly  re ­
p o rt is made to  the hom e office o f sales, 
rem ittances and expenditures; th a t a t the  
end o f the  fisca l year the b ranch makes 
a re p o rt o f the cash and goods on hand 
and balance due fro m  custom ers. The 
com pany m a in ta ins  a b ranch c o n tro l­
lin g  account w h ich  is charged w ith  sh ip ­
m ents to  the  b ranch and c red ited  w ith  
branch rem ittances and expenditu res. 
A n  account designated sh ipm ents to  
branch is  cred ited  w ith  sh ipm ents ; and 
on rece ip t o f re p o r t  o f sales by  the  
branch, sh ipm ents to  b ranch  is  debited 
and branch sales cred ited . You find  th a t 
on com paring branch sta tem ents w ith  
the  c o n tro llin g  account goods in  t ra n s it  
to the  branch am ounted to  $2,000 and 
th a t cash in  t ra n s it  am ounted to  $600.
The fo llo w in g  is a re c a p itu la tio n  o f 
the m o n th ly  sta tem ents received fro m  
the  b ranch :
G oods rece ived  ....................  $136,200
On h an d  ...................................  6,100
S a le s  ................................. .....................130,100
P a y m e n ts :
F r e ig h t ................................. $681
M an ager  ..............................  5,000
S a le sm en  ............................ 4,200
C lerk s ...................................  2,400
R e n t ......................................  1,200
M isce llan eou s ..................  489 13,970
116,130
R e m itta n c es  ....................  109,830
C a sh  on  h a n d ..................  1,500
D u e  from  cu sto m er s  . .  4,800 116,130
The S m ith  Com pany entered in to  an 
agreem ent w ith  the  d irec to rs  o f The 
Jones Com pany lo o k in g  to  the  acqu is i­
t io n  o f the  la t te r  com pany. U nder th is  
agreem ent The S m ith  Com pany is to  ac­
q u ire  the  assets and assume the  l ia b i l i ­
ties  o f The Jones Com pany as o f De­
cem ber 31, 1926. A nd  in  re tu rn  fo r  
the  p ro p e rty  and r ig h ts  acqu ired, The 
S m ith  Com pany is to  issue to  The Jones 
Com pany $50,000 com m on stock and 
$50,000 p re fe rre d  stock. I t  was f u r ­
th e r agreed th a t The Jones Company 
sha ll have the  r ig h t  to  declare and pay 
to  its  s tockho lders  a d iv ide nd  equa l to  
6 per cent on its  ca p ita l s tock w h ich  
was ou ts ta n d in g  a t December 31, 1926, 
p rov ided  no ca p ita l s tock was o r is 
to  be issued subsequent to  Jan ua ry  1, 
1926. T h is  agreem ent was d u ly  ap­
proved by the  s tockho lders  o f The Jones 
Com pany and i t  was p u t in to  e ffect on 
J an ua ry  1, 1927, and the  ca p ita l stock 
o f The Smith, Com pany was issued ac­
co rd in g ly .
The Jones Com pany sub m itte d  a t r ia l  
balance as o f December 31, 1926, and 
the assets and lia b il it ie s  shown the reon  
have been v e rifie d  by you ; b u t you 
fo u n d  th a t  th e  reserve fo r  deprec ia tion  
was, in  y o u r op in ion , unders ta ted  by 
$5,000; th a t  a reserve o f $630 fo r  
bad accounts and $810 fo r  incom e 
taxes shou ld  have been set up.
P O ST  C L O SIN G  T R IA L  B A L A N C E  A S  O F  
D E C E M B E R  31. 1926
D e b its . C red its.
L an d  ...........................................  $25,000
B u ild in g s  .................................  50,000
M ach in ery  ............................... 44,000
T ools ...........................................  500
R a w  m a ter ia l .......................  13,800
C ash  ...........................................  7,500
P rep a id  ite m s  .......................  50
A cco u n ts  r ece iv a b le  . . . .  31,500
C ap ita l s to ck  .......................  $125,000
A cco u n ts  p a y a b l e ...............  25,000
R e serv e  fo r  d e p r e c ia tio n . 12,000
A ccru ed  l a b o r .......................  1,500
A ccru ed  ta x e s — L o ca l . . .  750  
S u rp lu s P . & L ......................  8,100
172,350 172,350
Candidates are re q u ire d  to  fu rn is h  
the  fo llo w in g :
1. A  balance sheet, in  s ta tem ent 
fo rm , o f The S m ith  Com pany a t De­
cem ber 31, 1926.
2. A  p ro fit  and loss sta tem ent o f The 
S m ith  Com pany fo r  the  fisca l year 
1926, be fore  and a fte r  charges fo r  p re ­
fe rre d  d iv ide nd  and incom e taxes.
3. Y o u r w o rk  sheet re la t in g  to  the  
fisca l year o f The S m ith  Company, 
w h ich  m us t be neat and c lear.
4. A  s ta tem ent show ing  the  p ro fit  o f 
the  branch, w ith  such com m ents as you 
th in k  necessary.
5. A  balance sheet o f The S m ith  
Com pany as o f Jan ua ry  1, 1927, a fte r  
g iv in g  effect to  the  acq u is itio n  o f The 
Jones Company.
Note. S tatem ents (1 )  and (2 ) m ust 
be neat and such as you w o u ld  su b m it 
to  y o u r c lien t.
PRACTICAL ACCOUNTING 
Problem  3
Thursday, October 11, 1928— 9.00 
A. M. to  12.30 P . M.
A  fa th e r  and tw o  sons designated 
A . B. and C., respective ly , fo rm e d  a 
p a rtn e rsh ip  on Jan ua ry  1, 1925, to  con-
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d u c t a d a iry  business in  the  C ity  o f 
M arion , Ohio.
The fa th e r had conducted the  bus i­
ness fo r  several years p rev ious ly , and 
the  business had been s ta rted  in  a 
fra m e  b u ild in g  erected on the  re a r o f 
th e  residence lo t. The pa rtn e rsh ip  
agreem ent p rov ided  th a t the  fa th e r was 
to  receive a one -ha lf in te re s t in  the  
assets, p ro fits  and losses, and was to  
be pa id  a sa la ry  o f $300.00 per m o n th  
Each o f the sons received a on e -fo u rth  
in te re s t in  the assets, p ro fits  and losses, 
and were pa id $150.00 per m o n th  each.
The fa th e r tu rn e d  over to  the  p a r t­
ne rsh ip  the  fo llo w in g  assets, sound 
values o f w h ich  were estim ated a t the  
tim e  as fo llo w s :
L a n d  ....................................................................... $5,000
B u ild in g s  ............................................................  15,000
M ach in ery  a n d  eq u ip m en t .......................  4,500
F ord  tr u c k  .......................................................... 50 0
T o ta l ............................................................. 25,000
On J u ly  31, 1928, a c lie n t, The C ity  
D a iry  C o rpo ra tion , in fo rm s  you th a t 
th e y  have purchased the  business, and 
th a t  the  fo rm e r pa rtn e rsh ip  was in ­
corpora ted  by the pa rtne rs  and the  en­
t ire  ca p ita l stock is now  owned by 
them , a lth o u g h  n o t ye t issued. Y ou 
are in s tru c te d  to  a u d it the  seven 
m onths o f the  year 1928, m ake re p o rt, 
close th e  pa rtn e rsh ip  books, and open 
the  co rp o ra tion  books.
A n  agreed se ttlem en t had been made 
w ith  the  pa rtners , as fo llo w s :
(1 )  B y  agreem ent w ith  th e  o th e r 
tw o  pa rtne rs , p a rtn e r A  ( th e  fa th e r ) ,  
to o k  t i t le  to  the  la nd  and tw o  fa m ily  
dw e llings  before the  co rp o ra tio n  was 
organ ized in  f u l l  as h is  e q u ity  o f the  
p a rtn e rsh ip  a fte r  rece iv in g  $1,000.00, 
h e re in a fte r m entioned, a t the  p rice  o f 
119,500.00, composed o f land , $6,500.- 
00, and tw o  fa m ily  dw e llin gs , $13,000.- 
00, le av in g  the o r ig in a l d a iry  b u ild ­
in g  on the  lo t, and the  a b u tt in g  lo t  on 
th e  next s treet, w h ich  con ta ined the 
m ore m odern  b u ild in g s  in  the  p a rtn e r­
sh ip  assets, to  be tu rn e d  over to  the 
co rp o ra tion .
(2 )  The C ity  D a iry  C o rpo ra tion  ad­
vanced $2,000.00 to  the  pa rtn e rsh ip  
J u ly  20, 1928, as a loan w h ich  was 
c red ited  to  m isce llaneous incom e on 
the  pa rtn e rsh ip  books.
(3 )  The fin a l se ttlem en t consisted 
o f  the  paym ent by the  A. B. C. co rpora ­
t io n  o f $1,000.00 to  A , $500.00 to  B, 
and $500.00 and ten shares o f stock in  
th e  c ity  d a iry  co rp o ra tio n  (p a r va lue  
$100.00 per share, book va lue  $210.00 
pe r share) to  C, who was re ta ine d  as 
m anager o f the p la n t, A . and B. r e t i r ­
in g  e n tire ly  fro m  the  business.
(4 )  F ro m  fun ds  o f the  new owners, 
th e  m ortgage indebtedness o f $20,317.- 
43 and accrued in te re s t o f $118.32 was 
pa id  on A ug us t 1, 1928.
(5 )  C a p ita l stock a m o u n tin g  to  255 
shares pa r va lue  $100.00 per share, was 
issued A ug us t 1, 1928.
(6 ) A u th o rize d  ca p ita l s tock o f the 
co rp o ra tion  ( in co rpo ra ted  in  O hio) 
am ounts to  $50,000.00, cons is ting  o f 
500 shares w ith  a pa r va lue  o f $100.00 
per share.
T r ia l balance before  c los ing  o r ad­
ju s tm e n t a t J u ly  31, 1928, is as fo l­
low s:
J U L Y  31, 1928
D e b it  C red it
C ash  on  h a n d ..................  $66.58
P e t ty  c a sh  .........................  65.00
B a n k  ......................................  1,600.68
A ccou n ts rec e iv a b le  . . .  9,727.21  
In v e n to ry  d a ir y  prod­
u c ts  ...................................  826.20
L an d  ......................................  13,000.00
B u ild in g s  ............................  19,300.00
D ep rec ia tio n  reserv e
b u ild in g s  ....................... $1,795.75
F u rn itu re  and  fix tu r es . 1,959.42
D ep rec ia tion  rese rv e
fu rn itu re  an d  fix tu res 261.47
M ach in ery  and  eq u ip ­
m e n t ................................. 15,254.18
D ep rec ia tion  rese rv e
m a ch in ery  and  eq u ip ­
m en t ................................. 4,127.46
A u tos and  t r u c k s .......... 824.00
D ep r ec ia tio n  reserv e—
A u to s  ....................... .. 342.21
C on ta in ers  in  s e r v ic e  . . 2 ,136.82
P re p a id  s ta t io n e r y  an d
p r in tin g  .......... ............... 250.00
P rep a id  in su r a n c e  ____ 341.86
N o te s  p a y a b l e .................. 500.00
V o u ch ers  p a y a b le  . . . . 10,993.93
M o rtg a g e  p a y a b le  . . . . 20,317.43
A ccru ed  t a x e s .................. 250.00
P a r tn er  A — C a p ita l . . . 14,355.69
P a r tn er  B — C a p ita l . . . 7,177.85
P a r tn er  C— C a p ita l . . . 7,177.85
P a r tn e r  A — D r a w in g  . 207.23
P a r tn er  B — D r a w in g  . 40.00
P a r tn er  C— D r a w in g  . 40.00
68,514.19
P u rc h a se  d isc o u n t . . . . 21.14
M isce lla n eo u s  in c o m e . . 2 ,006.22
P rofit an d  lo s s  .......... 157.46
R a w  m a ter ia l— M ilk  . . 54 ,688.54
P la n t  lab or  ....................... 3 ,298.06
P la n t  s a la r ie s  ............... 1,329.85
P la n t su p p lies  ............... 1 ,464.43
P la n t  rep a irs  .................. 363.29
851.51
L ig h t an d  p o w e r ............. 745.05
P la n t  in su ra n c e  ............. 64.49
P la n t  ta x e s  ....................... 65.48
D e liv e r y  ren t— G a ra g e . 60.00
W a te r  u sed  ....................... 86.85
D e liv e r y  l a b o r .................. 873.00
D e liv e ry  ex p en se  .......... 361.07
In su ra n ce— D e liv e r y  . . 263.13
T a x e s — D e liv e r y  .......... 31.91
P a r tn e r s ’ s a la r ie s  . . . . 4,200.00
Office sa la r ie s  .................. 480.00
Office su p p lies  an d  e x ­
p e n se  ................................. 586.87
A d v e r tis in g  ....................... 149.20
T elep h on e and te le ­ 176.49
grap h  .............................. 176.49
T a x es— A d m in is tr a t iv e . 55.13
T ra v e lin g  ex p e n se  . . . . 74.31
P o s ta g e  .............................. 21.55
S ta tio n e r y  u se d  _ ___ _ 112.50
I n te r e s t  p a id  .................... 771.95
M em bersh ip  d u e s  a n d
a s se ss m e n ts  .................. 117.00
In su ra n ce  —  A d m in is -
tr a t iv e  ............................  32.00
O ver an d  sh o r t  a cco u n t 19
S a le s  d i s c o u n t ............. .... 721.08
137,841.38 137,841.38
In c id e n ta l ad ju s tm e n ts  p rov ided  d u r­
in g  the  a u d it were as fo llo w s :
D ep rec ia tio n  o f  b u ild in g s  a t  3 per
cen t .................................................................. $337.75
D e p rec ia tio n  o f  fu r n itu r e  a n d  fix ­
tu res  ...............................................................  109.65
D ep rec ia tio n  o f  m a ch in ery  and
eq u ip m en t ...................................................  886.10
D ep rec ia tio n  o f  a u to s  an d  tr u ck s  . .  114.92  
In su ra n ce  ex p e n se  ( to  b e ch arged  60 
per c en t to  p la n ts , 10 p er c en t d e ­
liv ery , and  30 p er cen t office) . . . .  82.91  
S ta tio n e r y  prepa id  in v e n to ry  7-31-22  330.50  
In v e n to ry  d a ir y  p rod u cts  fo r  sa le
7-31-28  ..........................................................  434.27
B a d  and  d ou b tfu l a c c o u n t s ..................  200.00
A c cru ed ta x e s  w ere  le s s  b y ..................  69.97
A n d  w ere  d is tr ib u te d  in  th e  sa m e  
m a n n er  a s  th e  in su ran ce .
D e p rec ia tio n  o f  c o n ta in ers  ............. 501.57
P ro f it  and loss account represent 
charges app licab le  to  p r io r  periods.
F ro m  th e  fo llo w in g  da ta you  w i l l  
prepare—
(Ite m  1 can be prepared in  pencil, 
the  re m a in in g  item s in  in k .)
(1 )  A d ju s tm e n t en tries  and w o rk ­
in g  t r ia l  balance fo r  the  pa rtn e rsh ip . 
, (2 )  C losing jo u rn a l en tries  to  com­
p le te ly  close the  pa rtn e rsh ip  books.
(3 )  O pening jo u rn a l en tries  fo r  the  
c o rp o ra tio n  books cove ring  the  data 
g iven.
(4 )  P ro  fo rm a  balance sheet o f the  
co rp o ra tio n  A u g u s t 2, 1928.
(5 ) S ta tem ent show ing  the  p ro fit  o r 
loss as to  fed e ra l incom e ta x  o f the  
th ree  pa rtne rs  fro m  the  fo reg o ing  
transactions.
CO M M ERCIAL L A W
Thursday, October 11, 1928— 1.30 
P . M. to  3.30 P . M.
Do n o t repea t questions, b u t desig­
nate them  by  num ber. A nsw er as 
b r ie fly  as possib le, and g ive  yo u r rea­
sons fo r  each answer.
1. G ive a d e fin itio n  o f a con tra c t 
and state the essentia l requ irem en ts . 
H ow  m ay th e y  be discharged?
2. U nder the  s ta tu te  o f frauds, w h a t 
con tracts  m ust be in  w r it in g ?
3. A  do in g  business in  Colum bus 
sold o u t to  B  and agreed n o t to  en te r 
the  same lin e  o f business fo r  10 years. 
C ould B  enforce such an agreem ent? 
Suppose A  had agreed n o t to  engage in  
such business in  Colum bus, Ohio, fo r  
the  same pe riod , w h a t w o u ld  the  effect 
be?
4. A , B and C are engaged as p a r t­
ners in  the  coal business. A  dies and 
bequeaths h is  e n tire  estate to  h is  son. 
The son desires to  come in to  the  f irm  in  
h is fa th e r ’s place. W h a t are h is 
r ig h ts?
5. A  and B decided to  d issolve th e ir
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pa rtn e rsh ip , B  con tinued  in  th e  same 
business and used the  same office, on 
the  door of  w h ich  A ’s name rem a ined, 
and also con tinued  to  use the  f irm ’s 
s ta tio ne ry , a l l o f th is  w ith  A ’s k n o w l­
edge. Concerns w ith  w hom  the y  dea lt 
were no t no tifie d  o f any change 
and upon B ’s fa ilu re  they  sough t to 
h o ld  A  liab le . C ould they?
6. Y ou accept 100 shares, pa r va lue 
$100.00 each, o f the cap ita l stock o f a 
co rp o ra tion  instead o f cash in  paym ent 
o f invo ice  fo r  $5,000.00 cove ring  serv­
ices rendered.
(a ) Is the  issuance o f such stock 
proper?
(b ) Do you in c u r any l ia b i l i t y  by 
y o u r acceptance?
7. A  co rp o ra tion  w h ich  was in  fin a n ­
c ia l d ifficu ltie s  de te rm ined  to  cease 
business. I t  proceeded to  se ll ce rta in  
assets, the  proceeds o f w h ich  were d is­
tr ib u te d  pro  ra ta  am ong the  s tockh o ld ­
ers as a d iv ide nd  in  liq u id a tio n . L a te r, 
on the  p e tit io n  o f the  c red ito rs , the  
co rp o ra tion  was declared b a n k ru p t. 
Can the trus tee  in  b a n k ru p tcy  recover 
the  am ounts d is tr ib u te d  in  th is  m an­
ner?
8. W h a t are the  necessary re q u ire ­
m ents to  m ake an in s tru m e n t ne g o ti­
able?
9. A  made the fo llo w in g  p rom isso ry  
note to  B :
Decem ber 29, 1893, I ,  A , hereby 
acknow ledge m y indebtedness to  B  fo r  
services rendered by  h im  fo r  w h ich  I  
prom ise to  pay B the  sum  o f five  th o u ­
sand d o lla rs ; and in  the  event o f m y 
death I  d ire c t the  paym ent o f th is  sum 
o u t o f the funds o f m y estate.
(S igned) A.
P r io r  to  A ’s death, B made demand 
fo r  paym ent w h ich  was re fused and B 
b ro u g h t s u it to  recover. Can B re ­
cover?
10. W h a t is the  effect w hen a ho ld e r 
o f a check procures its  c e rtif ic a tio n  by 
the  ba nk  on w h ich  i t  is draw n?
11. The w o rk  o f exa m in ing  bank 
sta tem ents and re tu rn e d  cancelled 
checks was delegated to  A ’s secretary, 
who neglected to  do so u n t i l  a year 
a fte r  the  s ta tem ent and checks were in  
h is possession. He fou nd  th a t the bank 
had pa id  a fo rged  check and upon re ­
quest the  bank re fused to  m ake good 
the loss and A  sued. D id  the  bank have 
any defense?
12. A  drew  a check on the  F irs t  
State B ank to  the  o rd e r o f B in  pay­
m en t o f invo ice  rendered. B he ld  the  
check m ore th a n  s ix  m onths and 
learned th a t the  bank had fa ile d . A  
had, however, w ith d ra w n  h is  fun ds  be­
fo re  the  fa ilu re . W as A  released fro m  
l ia b i l i t y  on the  check?
13. H ow  m ay agencies be created? 
W h a t is m eant by ostensib le agent?
14. W h a t are the  du ties  o f p r in c ip a l 
and agent?
15. W h a t is m eant by the  te rm  
“ B u lk  Sales A c t? ”  Is  the re  such an act 
in  effect in  the  State o f Ohio?
SP E A K IN G  OF “FIG G E R S”
(C o n t in u e d  fr o m  p a g e  140)  
w e r e  y o u n g  a g a in .  I t  i s  f u n  b e i n g  a  
p io n e e r ,  b u t  I  t h i n k  t h a t  t h a t  w o u ld  
b e  f u n ,  t o o .
In  the  m eantim e, we can establish 
ourselves in  business and earn fro m  
five to  ten  thousand do lla rs  per annum . 
I t  takes a l i t t le  t im e  to  do i t  and i t  
takes a lo t  o f courage and p le n ty  o f 
h u m ili ty .  I t  has been done, i t  can be 
done and some sunny day the  m en in  
the  la rg e r firm s  o f accoun ting  w i l l  seek 
and compete fo r  the  services o f wom en. 
T hey w i l l  le a rn  th a t in  m any s itu a tio n s  
a w om an ’s ta c t and p e rso n a lity  added 
to  he r techn ica l experience w i l l  ac­
com plish  m ore in  a qu ie t, p leasant w ay 
th a n  m en can ever hope to  a tta in . Be­
sides they  w i l l  f ind  us less fe a r fu l a f­
te r  they  le a rn  th a t  business has con­
fidence in  us.
In  seeking a sen io r accoun tan t fo r  
m y business, I  had an a p p lica tio n  fro m  
a m an who a fte r  le a rn in g  th a t  the 
ow ner o f the business was a wom an, 
w ro te :
“ I  find  th a t the re  is a decided fe e lin g  
w ith  c lien ts  h a v in g  la rge  business 
aga inst fem ale accountants . . . ”
In  s tud y ing  E n g lis h  in  h ig h  school,
I  never could ass im ila te  the  figu res o f 
speech. Somewhere in  m y ve ry  sketchy 
m em ory is a vague reco lle c tion  o f m y 
teacher repea ting  the  te rm  “ m isap­
p lied  e p ith e t.”  I  canno t rem em ber 
w h a t i t  defined b u t I  th in k  I  now  un ­
derstand w h a t she m eant.
W IL D  A U D IT O R S I H A V E  
K N O W N
(C o n t in u e d  fr o m  p a g e  145)
t r o l le r ’s fu n c tio n — in  fac t, I  doub t i f  
the re  is a c o m p tro lle r in  th e  house who 
rea lizes ju s t  w h a t a l l  o f h is  va rie d  and 
w e ig h ty  du ties are. W hy, I  don ’t  sup­
pose th a t one o f you can even te l l  w h a t 
a c o m p tro lle r is. B u t as n e a rly  as I  
can figu re  he is p u t on the  jo b  to  w a tch  
the aud ito r— see the significance? The 
a u d ito r  aud its  the  c le rks, the  co m p tro l­
le r  aud its  the a u d ito r— b u t who aud its  
the  com p tro lle r?  Some day the  p ro ­
cesses o f evo lu tio n  m ay produce a w a tch  
dog who w i l l  check up on h im , b u t 
u n t i l  th a t happy day a rrives  we w i l l  
have to  get a long w ith o u t h im , and 
besides, even w hen he does a rr iv e  he 
w i l l  be o n ly  ano the r bu rden  on the  pa­
t ie n t shoulders o f the  o p e ra tin g  de­
p a rtm e n t. So you see w h a t w e’re  up 
against.
REM OTE CONTROL
(C o n t in u e d  fr o m  p a g e  142)
7-place am ounts to  them . Or, on the 
o th e r hand, i f  ce rta in  ca tego rica l figu res 
— cross references, etc.— are desired 
on the sa te llite  machines, 11-bank, or 
even 17-bank m achines m ay be used. 
In  a w ord , the te lephone connecting ap­
pa ra tus can be u tiliz e d  fo r  any desired 
com b ination , so lo ng  as the  “ hook u p ”  
is p ro p e rly  made.
Consider fo r  y o u rse lf any ana lyz ing  
o r seg regating  p ro p o s itio n  th a t m ay 
come to y o u r m in d  and endeavor to  f i t  
i t  to  the present descrip tion, a rr iv in g  a t 
y o u r ow n num ber o f segregations. B u t 
m ay we f irs t  consider costs th a t yo u r 
m in d  need no t h o ld  any adverse c r i t i ­
cism  on th a t score to  the  exclusion o f 
the  m a in  p o in t o f the  benefits derived. 
A  b a ttle  ro y a l is on in  the  add ing  m a­
chine in du s try , and h igh  - class product 
fo r  the  purpose here considered m ay be 
purchased a t $50.00 upwards, accord­
in g  to  the  num ber o f banks o f colum ns. 
A nd  the  prices sub ject to  q u a n tity  d is­
coun t w hen ten  o r m ore m achines are 
bought.
Suppose we assume you w ish  to  use 
ten segregations, we have then $500 
in i t ia l  cost fo r  the ten  adders to  
w h ich  we add the  cost o f the  m aster ad­
ders; and th e  cost o f the  s h a ftin g  to  
tra n s m it pow er to  actua te  in d iv id u a l 
sa te llite  adders; and f in a lly  the  cables, 
co ils  and e le c tr ic  keyboard  w ith  w h ich  
to  c o n tro l. I f  you w ish  one hundred  
segregations, the in i t ia l  cost is  $5,000 
less the q u a n tity  discount. F if ty  segrega­
tions fo r  $2,500 and so on.
In  com parison to  the  cost o f some o f 
the  fine, b ig  cash re g is te r d is tr ib u to rs  
now  in  fa m il ia r  use, th is  m u lti-a d d e r 
p ro po s ition  ho lds its  ow n w ith  nu m er­
ous advantages in  its  favo r. A nd  le t us 
no t ove rlook  th e  fa c t th a t sa te llite -ad - 
ders are fed w ith  add ing  tape and no t 
w ith  cards, w h ich  ru n  in to  m oney to  
purchase and to  perforate.
The m aster-adder is a t one side o f 
the operator’s desk, w h ich  m ay be any­
one o f the  w e ll-k n o w n  styles o f d isap­
pea ring  ty p e w r ite r  desks upon w h ich  is  
bo lted  the  cab ine t encasing ce rta in  
(s lig h t ly  a lte re d ) telephone and p ipe- 
o rgan e le c tr ica l equ ipm en t hooked-up 
fo r  the  rem ote  c o n tro l o f adders; and 
topped by  c o n tro l keys. A  10-key a r ­
rangem ent fo r  selections and a separate 
10-key a rrangem en t fo r  am ounts, p lus 
certa in  o ther con tro l keys in  conform ­
i ty  w ith  the  sty le  o f adders used, as 
“ non-add,”  “ repeat,”  “ subtota l,”  etc.
The va rious  s a te llite  adders w i l l  be 
in s ta lle d  on conven ien t shelves fo r  the  
purpose and w i l l  rem a in  each in  its  
ow n niche, and be governed by its  in ­
d iv id u a l code-num ber, as 4, 7, 16, etc. 
The ope ra to r h a v in g  before he r vouch-
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ers, en tries , o r groups o f item s w h ich  
she is to  “ analyze,”  proceeds w ith  he r 
ta s k  by “ se lecting ”  the  f irs t  item . I f  
i t  be “ 16”  a “ 1”  key  and then  a “ 6”  
is  depressed. T h is  sets up these figu res 
o n  the  m aster-adder and s im u ltan eou s ly  
“ tunes in ”  sa te llite -add e r 16, and when 
the  am oun t has been set up and the 
“ P r in t ”  key depressed, bo th  the  m aster- 
adder and the sa te llite -add e r fu n c tio n . 
T he  m aster adder w i l l ,  a fte r  the  o rd i­
n a ry  m anner o f th e  lis tin g -a d d e r, l is t  
and to ta l a l l item s. Each separate 
sa te llite -a d d e r w i l l  accum ulate its  own 
l is t  and to ta l.
T yp e w rite rs  can be connected in  th is  
p la n  and used fo r  b i l l in g  and the  au­
to m a tic  analysis o f sales. M any o the r 
s im ila r  com b inations are e le c tr ic a lly  
possib le. The accoun tant is now asked: 
“ In  yo u r present con d ition , w h a t do 
you  m ost desire?”
Q UESTIONS A N D  ANSW ERS  
D E P A R T M E N T
(C o n t in u e d  fr o m  p a g e  136)
notes o f C. As these notes are now held 
by in terests outside the consolidation they 
are fo r  p rac tica l purposes Notes Payable 
and should be so shown on the consoli­
dated balance sheet. The same is true  
of Notes Payable of A  discounted by B.
I t  is  unnecessary to  make any ad just­
m ent on account o f the inc lus ion  in  C’s 
in ven to ry  of January 1, 1927, o f goods 
purchased fro m  B on w h ich  B made a 
p ro fit of $10,000, as these goods were p u r­
chased before B was a subsid iary o f A. 
P ro fits  earned p r io r  to  a ffilia tio n  are not 
in te rcom pany pro fits. The $20,000 of 
p ro fit made by A  on goods included in  
C’s in ven to ry  o f January 1, 1927, is an 
in tercom pany p ro fit th a t w ould be taken 
in to  account in  p reparing  a consolidated 
p ro fit and loss statement.
In  connection w ith  the various ac­
counting  b ills  w h ich  have been before 
the New Y o rk  Leg is la ture  du rin g  the last 
s ix  years, the holders o f C. P. A. c e rtif i­
cates, p ra c tic in g  in  New Y ork , who had 
received th e ir  certificates from  other 
states were unable to  exert such a group 
influence as th e ir  numbers jus tified . The 
New Y ork  law, as o rig in a lly  passed and 
as f irs t  amended, under w h ich  the  Board 
o f Exam iners has been opera ting fo r  
m any years, lim ite d  the recogn ition  o f 
certificates issued by other states to  those 
who had practiced under them  in  the 
State of issue fo r  a period of three years. 
Persons fa m ilia r  w ith  the movable qua li­
ties o f the pub lic  accountant realize th a t 
th is  p rov is ion  p ra c tica lly  operated as an 
absolute b a rr ie r  to  the  recogn ition of a 
large num ber o f certifica te holders.
The New Y ork  State Society based 
membership the re in  on the possession of 
a C. P. A. certificate, e ith e r o r ig in a lly  ob­
ta ined from  New Y o rk  or recognized by 
New Y ork , so th a t these outside holders 
were au tom atica lly  e lim inated from  con­
s idera tion  fo r  m embership by the New 
Y ork  State Society.
T h is  year the New Y o rk  State Society 
decided to  present a b i l l  to  the Legis la­
tu re  w h ich  should be am endatory in  
character ra th e r than regu la tory, bu t 
w ith  such amendments as tha t, i f  passed, 
i t  w ould be possible fo r  the recogn ition 
of certificates granted by other states, 
subject to  academic and professional 
qua lifica tions required of applicants in  
New Y o rk  State, to  those who had prac­
ticed fo r  three or m ore years in  one or 
more of the states or p o lit ic a l subdi­
v is ions o f the U n ited States.
In  v iew  of th is  prospective type o f 
leg is la tion , i t  was fe lt  advisable th a t a 
m eeting of holders o f certificates from  
other states now p ra c tic in g  in  New Y o rk  
should be called fo r  the purpose of pre­
senting a group e ffo rt on beha lf o f such 
a measure. The in fo rm a l organ iza tion  
com m ittee called a m eeting fo r  January
12, last. A t  th a t m eeting the  In te rs ta te  
C. P. A. Society was organized and the 
fo llo w in g  officers were elected: President, 
H a ro ld  B. B a rn e tt; V ice Presidents, 
Theo. I. Schneider, A n thony  B. M anning, 
and K nox B. Phagan; Secretary, Jos. J. 
M itc h e ll; Treasurer, Guy H . Brockelbank. 
The Board of Governors consists o f Aus­
t in  L . Beauhon, A n th ony  F. B. Becker, 
W ill ia m  J. Greenwood; H a rry  Le fker, 
Charles J. Nasm yth, A r th u r  H . Sanders, 
Samuel T a rte r, Lo u is  T o ll, C. W ill ia m  
Wannen, George C. W illiam s .
The second m eeting was held on Janu­
a ry  18, a t w h ich  tim e the top ic fo r  dis­
cussion was “ 1929 Accountancy Legis la­
tio n .”
In  the organ iza tion  of th is  Society care 
was taken to  include on ly  those who were
THE INTERSTATE C. P. A.
SOCIETY
C O M P A N Y  A  A N D  S U B S ID IA R IE S  
C o n s o lid a te d  W o rk in g  S h ee t  
D ecem b er  31, 1927
A cco u n ts  C o n so lid a ted  E lim in a tio n s  an d  C on so lid a ted
T ria l B al. A d ju stm en ts B a la n ce
D E B IT S a fter -c lo s in g D e b it C red it S h eet
C a sh  ............................................................................ . . $311,000 (1 ) $7,000 $318,000
N o te s  R ece iv a b le  .............................................. 113,000 (2 ) $90,000 23,000
A cco u n ts  R ece iv a b le  ...................................... 605,000 (1 ) 9,000 ( 3 ) 76,000 538,000
In v en to ry , D ecem b er  31 .............................. 610,000 (1 ) 15,000 (5 ) 22,200 602,800
B u ild in g s  .................................................................. . . 1,710,000 (4 ) 13,600 1,696,400
M ach in ery  an d  E q u ip m en t ......................... 784,000 (1 ) 10,000 794,000
D iv id en d s  P a id  ..................................................... 390,000 (6 ) 390,000
I n v e s tm e n ts :
F ir s t  M ortgage B on d s o f C om pan y A
(p a r  $300,000) ................................. 306,000 (7 ) 306,000
C ap ita l S tock  o f  C om pan y B .......... 850,000 (1 ) 180,000 (8 ) 1,030,000
C a p ita l S tock  o f  C om p an y  C .......... 330,000 (8 ) 330,000
G ood w ill .................................................................. 100,000 (1 ) 2,000
(8 ) 34,000 136,000
6,109,000 4,108,200
C R E D IT S
N o te s  P a y a b le  ..................................................... 195,000 (2 ) 55,000 140,000
A ccou n ts  P a y a b le  .............................................. 286,000 (3 ) 76,000 (1 ) 20,000 230,000
A ccru ed  L ia b ilit ie s  ........................................... 66,000 66,000
N o te s  R ece iv a b le  D isco u n ted  ..................... 40,000 (2 ) 35,000 5,000
D iv id en d s R ece ived  ........................................ . . 162,000 (6 ) 162,000
F ir s t  M ortg a g e  B o n d s  .................................... . .  800,000 (7 ) 300,000 500,000
R e se r v es  fo r  D e p r ec ia tio n :
B u ild in g s  ....................................................... . .  285,000 285,000
M ach in ery  an d  E q u ip m e n t .................. . .  157,000 (1 ) 3,000 160,000
R e serv e  fo r  D o u b tfu l A c co u n ts  ............... 33,000 33,000
M a jo r ity  I n te r e s ts :
C a p ita l S tock , C om pan y A  ............... . . 2 ,000,000 2,000,000
C ap ita l S tock . C om p an y B  ............... 450,000 (8 ) 630,000 (1 ) 180,000
C a p ita l S tock , C om p an y C ............... 240,000 (8 ) 240,000
Su rp lus, C om pan y A ............................... ( 4 ) 16,000
(5 ) 15,000
(6 ) 200,000 224,000
S u rp lus, C om p an y B  ............................ . .  450,000 (5 ) 7,200
(8 ) 360,000 82,800
Su rp lus, C om p an y C ............................... . .  264,000 (7 ) 4,800 ( 4 ) 2,400
( 8 ) 96,000 165,600
M in o r ity  I n t e r e s t s :
C a p ita l Stock , C om p an y B  ............... 50,000 (1 ) 20,000 70,000
C a p ita l S tock , C om p an y C ............. 60,000 60,000
S u rp lu s, C om pan y B  ................................. 50,000 (6 ) 10,000 40,000
66,000 (6 ) 18,000
(7 ) 1,200 46,800
6,109,000 4,108,200
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no t e lig ib le  to  jo in  the New Y o rk  State 
Society, i t  being the a im  of the officials 
to  w o rk  in  harm ony w ith  th a t organiza­
tio n  fo r  the purpose of securing a u n i­
fied profession in  the State. Conferences 
were held between leg is la tive  committees 
representing the In te rs ta te  Society and 
the New Y o rk  State Society, and the b i l l
C A L IF O R N IA  
A  m ee ting  o f the  San F rancisco Chap­
te r  o f the  C a lifo rn ia  State Society o f 
Certified Pub lic Accountants was held 
at the Engineers Club on F rid a y  eve­
n ing , A p r i l  5, 1929.
R eyno ld  E . B lig h t, C. P. A ., and new ­
ly  appo in ted C a lifo rn ia  State F ranch ise  
Tax Com m issioner, was the  speaker o f 
the  evening, and expla ined the  de ta ils  
o f the  new state franch ise  tax  la w  and 
th e  req u ire m en ts  covered by the  re ­
tu rn s  to  be made. The c e rtif ie d  pub­
l ic  accountants who had ju s t received 
th e ir  ce rtifica tes were guests a t the  
m eeting .
M ISSO U RI 
The M isso u ri Society o f C e rtified  
P u b lic  A ccountan ts w i l l  h o ld  its  annua l 
m ee ting  in  Kansas C ity  on F rid a y , June
14, 1929.
N E W  JE R S E Y  
The th ir ty - f irs t  annual m eeting of 
the  Society o f C e rtified  P u b lic  A ccoun t­
an ts o f the  State o f New Jersey w i l l  be 
he ld  a t the  E lks  Hom e, N ew ark , New 
Jersey, Tuesday evening, M ay 14, 1929, 
im m e d ia te ly  fo llo w in g  the  usua l d in ­
ner. A fte r  the custom ary business and 
e lection  o f officers the  m ee ting  w i l l  be 
addressed by Judge W ill ia m  C la rk  o f 
the  U. S. D is tr ic t  C o urt o f New Jersey 
and  H on. Guy G. G abrie lson, Speaker 
o f the  House o f Assem bly o f the  State 
o f New  Jersey.
N E W  Y O R K  
B ack in  the  o ld  days the  New Y o rk  
State Society o f C e rtified  P u b lic  A c­
coun tan ts  used to ho ld  one and some­
tim es tw o  m eetings a year a t the  Ya le  
C lub. These m eetings were u su a lly  the  
best attended and m ost en joyed. The 
psychology o f the  in fluence o f change 
o f scene was one of the  ch ie f reasons, 
and i t  operated acco rd ing  to  schedule 
a t the  A p r i l  m ee ting  o f the  Society, he ld  
a t the  H o te l Roosevelt. I t  was the  best 
a ttended fo r  m any m onths. M r. A f ­
fe ld e r, c o m p tro lle r o f Thom pson-S ta rre t, 
Inc ., led  a m ost in te re s tin g  discussion 
on con tra c to rs  accoun ting , w h ich  m ig h t 
have gone on t i l l  m id n ig h t w ith  no 
egresses had no t P res iden t G love r re ­
m inded  the  audience th a t the y  were due 
a t the  recep tion  a t the  A ccountan ts
sponsored by the  New Y o rk  State Society 
was h e a rtily  supported by the member­
ship of the In te rs ta te  Society. T h is  re­
sulted in  a un ited fro n t being presented 
to  the New Y o rk  Leg is la tu re  by the Cer­
tif ied  P ub lic Accountants in  New Y ork  
State fo r  the firs t tim e and was an im p o r­
ta n t fac to r in  securing the  new law .
C lub. So the m ee ting  was ad jo u rne d  
upon M r. A ffe ld e r ’s p rom ise to  re tu rn  in  
the  near fu tu re  and con tinue  th e  d is ­
cussion.
R o u tin e  business in c lud ed  the re p o rt 
o f the  new le g is la tio n , a welcom e to  tw o 
v is it in g  Canadian C. A ’s, and a b r ie f  
ta lk  by Past P res iden t K lie n , on the  
e tym o logy o f the  words, A ccountan t, 
A u d ito r  and C o m p tro lle r.
The annua l m ee ting  o f the  New  Y o rk  
S tate Society o f C e rtified  P u b lic  A c­
coun tan ts  w i l l  be he ld  a t the  Bu,ilders 
C lub, 2 P a rk  Avenue, New  Y o rk  C ity , 
on  M onday evening, M ay 13, 1929, fo l­
lo w in g  the  usua l d inn e r. A f te r  the  reg­
u la r  business m ee ting  a t w h ic h  th e  an­
n u a l repo rts  w i l l  be g iven  and  the 
officers and d irec to rs  fo r  the  ensuing 
year elected, the  sub ject o f In te rd e p a rt­
m en ta l P ro fits  w i l l  be presented by E r ic  
A . Camman.
N O R T H  C A R O L IN A
The fo llo w in g  is an e x trac t fro m  a 
le tte r  fro m  George E. W ood, present 
secre ta ry o f the  N o rth  C a ro lina  Asso­
c ia tio n  o f C ertified  P u b lic  A ccountan ts  
and im m ed ia te  past p res iden t o f th a t 
A ssociation. M r. W ood is also d irec­
to r  in  The A m erican  Society fro m  the  
S ix th  D is tr ic t.
“ W hen I  go t ou t o f the  P res ide n t’s 
cha ir la s t October, one o f m y good 
fr ie n d s  (? ) said, ‘T han k  Heavens! the  
re ign  o f the  Georges is o v e r ! ’
“ E v id e n tly  no t, fo r  a t the  la s t m o n th ­
ly  m eeting  o f the  Accountan ts  C lub o f 
C h a rlo tte  the fo llo w in g  sat down to  
luncheon, each w ith o u t any know ledge 
o f the  o the r be ing in  tow n , and on one 
side o f the tab le, in  the  o rd e r nam ed: 
Geo. E. D om bhart, Geo. H . E m ery, Geo.
H . Adam s, Geo. H . T e rry , Geo. G. Scott 
and Geo. E. W ood .”
“ By G eorge!”
The A ccountan ts  C lub o f C h a rlo tte  
had as its  guests a t a banquet Sa tu rday 
evening, A p r i l  27, A r th u r  C. U p leger, 
P res iden t o f The A m erican  Society, and 
H e n ry  J. M ille r ,  a D ire c to r. The a ffa ir  
was arranged by a com m ittee  consist­
in g  o f George E. W ood, C h a irm a n ; 
O rion  N eely H u tch in son , P res iden t o f 
the  C lub ; W m . H . Z im m erm an, P res i­
dent o f the  N o rth  C a ro lina  A ssociation, 
and George E. D om bhart.
The banque t was he ld  a t the  C har­
lo tte  H o te l w ith  m ore tha n  s ix ty  persons 
present, M r. H u tch in son  ac ting  as toas t­
m aster. P res iden t U p leger in  h is  ad­
dress stressed the  necessity fo r  S tate 
societies m a in ta in in g  a keen in te re s t in  
loca l a ffa irs  and pledged The A m erican  
Society to  assist in  a l l ways possible.
The P res iden t o f th e  N o rth  C a ro lina  
A ssocia tion  fo llow e d  h is rem a rks  by in ­
tro d u c in g  M r. M ille r ,  o f New  O rleans. 
M r. M il le r  ca lled a tte n tio n  to  the  fa c t 
th a t the sou the rn  states had been in  
the  lead in  the  passage o f re g u la to ry  
laws, M a ry land , Lo u is iana , Tennessee, 
N o rth  C aro lina , F lo r id a , and V irg in ia  
fa ll in g  in to  th a t c lass ifica tion  as aga inst 
M ich igan , I l l in o is  and Iow a in  the  
n o rth e rn  group . (The E d ito r  has a l­
ways considered M ary land  as an eastern 
State and since the  las t e lec tion  he is 
no t qu ite  ce rta in  abou t some o f the  
o th e rs .)
The banquet was fea tu red  by ve ry  en­
jo yab le  m usica l en te rta in m en t.
The date o f th e  te n th  sem i-annua l 
m ee ting  o f the  N o rth  C a ro lina  Associa­
t io n  o f C e rtified  P u b lic  A ccountan ts  to  
be he ld a t the  Oceanic H o te l, W rig h ts - 
v il le  Beach, N. C., has been changed to  
June 28 and 29, 1929.
O HIO
The sp ring  m ee ting  o f the  Ohio So­
c ie ty  o f C e rtified  P u b lic  Accountan ts  
w i l l  be he ld  a t th e  O hio S tate U n iv e r­
s ity , Colum bus, on M ay 17 and 18, 1929. 
The F r id a y  p rog ram  w i l l  be in  charge 
o f  u n iv e rs ity  offic ia ls.
One o f the im p o rta n t item s on the  
S a tu rday p rog ram  w i l l  be a re p o rt fo l­
lo w in g  a questionna ire , w h ich  has been 
sent ou t to  a l l the O hio members to be 
re tu rn e d  w ith o u t any s igna tu re  so th a t 
an im persona l answer; can be secured, 
cove ring  the  subjects o f O rgan iza tion  
and Personnel, Fees Charged, Income, 
M ethod o f S taff Com pensation and Clas­
s ifica tion  o f Expense. The resu lts  o f 
th is  questionna ire  w i l l  be presented and 
shou ld  be provoca tive  o f a liv e ly  discus­
sion.
P H IL A D E L P H IA  
The re g u la r m o n th ly  m eeting  o f the 
P h ila d e lp h ia  C hapte r o f the  P ennsy l­
van ia  In s t itu te  o f C e rtified  P u b lic  A c­
coun tan ts  was he ld  on W ednesday, 
A p r i l 17, 1929, a t the A r t  Club.
John J. S u lliva n , m em ber o f the P h il­
ade lph ia  B a r and P ro fessor o f Business 
Law  a t the  U n iv e rs ity  o f P ennsylvania, 
gave a ta lk  on “ Accounting  fo r Estates 
off Decedents.”
I t  was the  annua l m ee ting  o f the  
chapter and officers elected fo r  the  en­
su ing  year w ere : C ha irm an, Edw . P. 
M oxey; secre tary, John C. P a rry , J r .;  
treasu re r, R obe rt N. R iss inger. Mem­
bers o f E xecu tive  C om m ittee : C larence 
L . T u rn e r, D. V in ce n t Johnston, John
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Hood, J r., W m . R. M ain , w ith  Horace 
P. G riffith , J. K . M ath ieson and W . C. 
B u tscher co n tin u in g  as members.
P IT T S B U R G H
The e igh th  annua l m ee ting  o f the  
P itts b u rg h  C hapte r o f  the  P ennsylvan ia  
In s t itu te  of C e rtified  P u b lic  A ccoun t­
ants was he ld  in  th e  Cham ber o f Com­
m erce on T hursday  noon, A p r i l  1 8 ,  1929.
O fficers elected fo r  the  ensuing year 
were: Chairm an, J. M. C um m ing; vice 
p res iden t, M. D. B achrach ; secre tary, 
A d r ia n  F . Sanderbeck; treasu re r, W . W . 
Colledge. Executive Com m ittee: E rnest 
C row the r, R icha rd  H . M oh le r, F ra n k  A . 
W ill is o n  and David A . A lle n .
V IR G IN IA
The annua l sp rin g  m ee ting  o f the  
V irg in ia  Society o f P u b lic  A ccountan ts  
w i l l  be he ld  a t V irg in ia  Beach on F r i ­
day and Satu rday, M ay 17 and 18, 1929.
W A S H IN G TO N
A t  the  re g u la r m o n th ly  m ee ting  of  
the  W ash ing ton  Society o f C e rtified  
P u b lic  Accountan ts, he ld  on A p r i l  3,
1929, the  fo llo w in g  re so lu tio n  was 
passed:
“ W H E R E A S , th is  Society has he re to ­
fo re  endorsed the  p rin c ip le s  and p rac­
tice  o f A rb itra t io n  and the  w o rk  o f the  
A m erican  A rb itra t io n  A ssoc ia tion  fo r  
the  estab lishm en t o f the  A rb itra t io n  o f 
C om m ercia l D isputes th ro u g h o u t the  
U n ited  States and in  fo re ig n  coun tries  
th ro u g h  coopera tion  on the  p a r t o f 
trade , p ro fessiona l, and o th e r o rg a n i­
zations, and has created and m a in ­
ta ined  a com m ittee  fo r  coopera tion  in  
th a t  w o rk ; the re fo re ,
“ R E S O LV ED , T h a t the  P res iden t be 
and hereby is au tho rized  and requested 
to  com m unica te to  the  A m erican  A rb i­
tra t io n  Associa tion  the  desire o f th is  
Society to  estab lish  th e re w ith  a re la ­
tio n sh ip  o f a ff ilia tio n , to  c a rry  ou t any 
fo rm a lit ie s  w h ich  m ay be necessary 
the re to , and to  in fo rm  the  members o f 
th is  Society o f the  accom plishm ent o f 
such re la tio n s h ip .”
Lakeside, June 14. T h is  is an a ll-d a y  
socia l fu n c tio n  g iven over to  the  desire 
on the  p a r t o f everybody to  have a good 
tim e . A n  a tte m p t w i l l  be made on the
p a rt o f several c e rtif ie d  m en to  ta ke  
aw ay the  J. B. T ann er G o lf Cup fro m  
C arl E . D ietze, who also ho lds bo th  o f 
The A m erican  Society troph ies.
ANNOUNCEMENTS
W ile y  &  Zum  B runnen, C e rtified  P ub­
lic  A ccountan ts, announce the d isso lu ­
t io n  o f th e ir  pa rtn e rsh ip  as of M arch
15, 1929. Sam uel H . W ile y  w i l l  con­
tin u e  in  p ractice  a t 109-110 Arcade 
B u ild in g , S a lisbury , N . C., and Thos. P. 
Zum  B runnen, w i l l  con tinue  in  practice  
a t 617 W allace  B u ild in g , S a lisb u ry , 
N . C.
M ax Grossman, C. P. A . and a tto rn e y  
a t law , has become associated w ith  
George L io n  Cohen and George W . 
Bacon, a tto rneys, w ith  offices a t 10 
E ast 40 th  Street, S u ite  2306, New Y o rk  
C ity .
J. S. W ilso n , J r., &  Co., Bankers, Cal­
v e r t  B u ild in g , B a ltim o re , M ary land , an­
nounce th a t H a r la n  Johnson, C. P. A ., 
has become a genera l p a rtn e r o f the  
firm .
Chas. W . Todd, C. P. A ., is now  lo ­
cated a t 820 W ide ne r B u ild in g , P h ila ­
de lph ia , Pa.
F rede ric  A . T ilto n , C. P. A ., D e tro it, 
M ich igan , has been appo inted a m em ber 
o f the  In d u s tr ia l Developm ent C o m m it­
tee of the  D e tro it B oard  o f Commerce. 
T h is  com m ittee  is made up o f men 
p ro m in e n t in  in d u s tr ia l and ba nk ing  
circ les, and its  ob jec t is “ to  fos te r, en­
courage, and a id  the  developm ent of 
commerce, trade , and in d u s try  w ith in  
the  D e tro it  M e tro p o lita n  A rea .”
A. L . Schneider, C. P. A ., announces the 
opening of offices in  the  V a n d e rg rift 
B u ild in g , P ittsbu rgh , Pa.
W ISC O N SIN  
The W isconsin  Society o f C e rtified  
P u b lic  A ccountan ts  m et a t the  C ity  
C lub, M ilw aukee , the  evening o f A p r i l
15, 1929, w ith  a la rg e  attendance.
The Le g is la tive  C om m ittee  repo rted  
th a t the y  an tic ip a ted  the  passage o f an 
a rb itra t io n  b i l l  by the  L e g is la tu re  and 
th a t i t  had been decided n o t to  in tro ­
duce any am endm ents to  th e  C. P. A . 
la w  a t th is  session. The n a tu ra l busi­
ness yea r and m ethods w h ich  cou ld be 
taken  by the  Society to  secure a m ore 
genera l use was the specia l top ic  o f 
considera tion .
The annua l p icn ic  w i l l  be he ld  a t
S p ra d ling  &  C a rte r, C e rtified  P u b lic  
Accountan ts, announce the  rem ova l o f 
th e ir  offices, on M arch 30, to  307-314 
Peoples B ank B u ild in g , Ind ian ap o lis , 
Ind ian a .
o f the M ich igan State Board o f Ac­
countancy.
P a u l Joseph Esquerre , C. P. A ., was 
the  speaker fo r  the  December m eeting  
o f the  New Y o rk  C hapter o f th e  N a­
tio n a l Conference o f B ank  A u d ito rs  and 
C o n tro lle rs . H is  sub ject was “ C losing 
the  P ro f it  and Loss A ccount on a Cash 
o r A ccu ra l Basis.”
S toy and R oberts  Company, C e rtified  
P u b lic  A ccountan ts , announce the  re ­
m ova l o f th e ir  offices fro m  1437 K  
S tree t N . W ., to  742-746 Inve s tm e n t 
B u ild in g , F if te e n th  and K  S treets N. 
W ., W ash ing ton , D. C.
W . H . B a ll, C. P. A ., is now  located 
a t 1925 F irs t  N a tio n a l B ank  B u ild in g , 
D e tro it, M ich igan .
The name o f the  f irm  o f P a u l L . 
Lo ew enw arte r &  Com pany, 551 F i f th  
Avenue, New Y o rk  C ity , has been 
changed to Loew enw arte r, Te ich &  
Company.
H a m ilto n  H ow ard , C. P. A ., who has 
been connected w ith  L yb ran d , Ross 
Bros. &  M on tgom ery in  New Y o rk  C ity , 
to o k  up h is  du ties  the  f irs t  o f the  yea r 
as c o m p tro lle r and assistant tre a su re r 
o f the  R ossv ille  C om m ercia l A lco ho l 
C o rpo ra tion , G raybar B u ild in g , N ew  
Y o rk  C ity .
A nnouncem ent is made o f the  con­
so lid a tio n  o f the  P itts b u rg h  offices o f 
M ille r ,  F ra n k lin ,  Basset and Company, 
Inc., In d u s tr ia l Eng ineers, and the  W il­
lison  A u d it  and System Company, Cer­
tified  P ub lic Accountants, U n ion Bank 
B u ild in g , P itts b u rg h .
Homes and Davis, C e rtified  P u b lic  A c­
countants, announce the  rem ova l o f 
th e ir  offices to  521 F if th  Avenue, New 
Y o rk  C ity . ----------
E. E. Rossmoore &  Company, Inc ., 
and I ra  B. R obb ins Com pany announce 
th a t the y  have u n ite d  th e ir  accoun ting  
practices under the  nam e o f Rossmoore, 
R obbins &  Com pany, Inc ., w ith  offices 
a t 551 F i f th  Avenue, New  Y o rk  C ity .
C ro w the r and W ilso n , C e rtified  P ub­
lic  A ccountan ts, announce the adm is­
sion to  the  f irm  o f R icha rd  H . M oh le r, 
C. P. A ., and the  change in  the  f irm  
name to  C row the r, W ilso n  and M oh le r, 
C e rtified  P u b lic  A ccountan ts, F irs t  Na­
tio n a l B ank  B u ild in g , P itts b u rg h , Pa.
A nnouncem ent is made o f the  o rg a n i­
za tion  o f R obe rt D avidson &  Company, 
Inc., fo r the ha nd lin g  o f stock and bond 
issues a t Suite 2049 U n ion T ru s t B u ild ­
ing, D e tro it. M r. Davidson is  a Certified 
P ub lic  Accountant, a member o f The 
Am erican Society and a fo rm er member
G riffin , Bag ley &  Company, C ertified  
P u b lic  A ccountan ts, announce the re ­
m ova l o f th e ir  offices to  1203 S tate 
B ank B u ild in g , Chicago, I ll in o is .
M eyer Coon, C. P. A ., is  now a u d ito r  
o f the  P itts b u rg h  B rid g e  and Iro n
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W o rk s , w ith  offices in  the  F u lto n  B u ild ­
ing , P itts b u rg h , Pa.
James B a rr  &  Com pany, C e rtified  
P ub lic  Accountants, announce the re ­
m ova l o f th e ir  offices to  10 E ast F o r t ie th  
Street, New  Y o rk  C ity .
Theodore J. Feiveson, C e rtified  P ub­
l ic  A ccountan t, announces the  rem ova l 
o f h is  office to  the  M id la n d  B u ild in g , 
176 W est Adam s S treet, S u ite  1540, 
Chicago, I ll in o is .
L u n s fo rd , Barnes &  Company, C e rti­
fied P u b lic  A ccountan ts, announce the  
r em oval o f th e ir  W ic h ita , Kansas, office 
fro m  213 Beacon B u ild in g  to  523 
F o u r th  N a tio n a l B ank  B u ild in g .
nounce a change in  the  f irm  name to 
H u tch in son , S m ith , P rin ce  and H a rr is , 
w ith  offices a t 1306 Santa Fe B u ild in g , 
the  f irm  now  be ing composed o f Loyd
B. S m ith , W ill ia m  D. P rin ce  and Joseph
C. H a rr is .
Joseph G. D ing le , C. P. A ., announces 
the  rem ova l o f h is offices to  the  F irs t  
N a tio n a l B ank B u ild in g , L a  Salle and 
M adison Streets, O ttaw a, I ll in o is .
Samuel L ippm an , C. P. A ., announces 
the  rem ova l o f h is offices to  342 M ad- 
ison Avenue, New Y o rk  C ity .
R obert M. H o ltzm an , C. P. A ., is now  
located a t 604 P ro v id e n t T ru s t B u ild ­
ing , Seventeenth and C hestnu t Streets, 
P h ila de lph ia , Pa.
STATE BOARD NEWS
CONNECTICUT 
E m il J. Monde, C. P. A., of New 
Haven, has been appointed to  the Con­
necticu t State Board o f Accountancy to  
succeed H. F. Seward.
K E N T U C K Y  
J. S. Petot, C. P. A., o f Lou isv ille , has 
been appointed to the State Board of Ac­
countancy of K entucky.
OHIO
Sidney J. Collins, C. P. A., Youngstown, 
has been appointed to the State Board of 
Accountancy o f Ohio to  f i l l  the unexpired 
te rm  of the la te Roy T. Bell.
LEGISLATION
C olorado. The Colorado L e g is la tu re  
rece n tly  passed an am endm ent to  the  
p r iv ile g e d  com m un ica tion  clause o f the 
Colorado sta tu tes  g ra n tin g  to  ce rtifie d  
p u b lic  accountants the  same status as 
doctors and law yers  now  have.
I l l in o is .  A  b i l l  has been in tro du ced  
in  the  I l l in o is  L e g is la tu re  p ro v id in g  fo r  
the  re g is tra t io n  as p u b lic  accountants 
w ith o u t exam ina tion  o f  persons who 
m ay be serv ing  the  State in  an account­
in g  capacity.
Iow a . E lsew here we p r in t  the  new 
Iow a la w  re ce n tly  enacted. T h is  la w  is 
a re s u lt o f some com prom ises reached 
between rep resenta tives o f the  ce rtifie d  
p u b lic  accoun tants and th e  p u b lic  ac­
coun tan ts  o f th a t State. The b i l l  was 
in tro d u ce d  and sponsored by the  non- 
ce rtif ie d  men, and p rov ided  re g u la to ry  
fea tu res. A side fro m  the  re g u la to ry  
p ro v is io n , coupled w ith  an annua l reg is ­
tra t io n , th ree  o th e r fea tu res should be 
noted. A  p ro v is io n  was inserted  by 
w h ich  those p u b lic  accoun tants who 
were in  p ractice  in  1915, w hen the  o r ig ­
in a l C. P. A . la w  was passed, and who 
d id  n o t ge t a C. P. A . ce rtif ica te  by 
w a ive r, are g ran ted  such a ce rtifica te  
now  i f  the y  have been in  con tinuous 
p rac tice  since th a t  date. T h is  w i l l  g ive 
fo u r  new  C. P. A . ce rtifica tes. In  the  
second place, p u b lic  accountants who 
have been in  practice fo r  seven years or 
m ore, the  la s t five  o f w h ich  sha ll have 
been in  Iow a, are p e rm itte d  to  take  an 
o ra l o r a w r it te n  exam ina tion . In  case 
o f an o ra l exam ina tion  the  questions 
and answers s h a ll be recorded by a 
sho rthand  re p o rte r. The th ird  fea tu re  
requ ires  ou ts ide  f irm s  com ing in to  the  
S tate te m p o ra r ily  to  re g is te r w ith  the  
Iow a  a u th o ritie s . T h is  p ro v is io n  is 
cum bersom e and shou ld  be c la rifie d  by 
a board ru le  o r  by an am endm ent a t 
the  f irs t  o p p o rtu n ity .
O klahom a. The O klahom a Society 
hopes th a t w ith  th e  conven ing o f the  
specia l session o f th e  L e g is la tu re  an 
o p p o rtu n ity  w i l l  be presented fo r  the 
passage of th e ir  accoun ting  b ill.
M a ttison , Davey and W in te rs  an­
nounce the rem ova l o f th e ir  office to  the 
C han in  B u ild in g , 122 E ast Forty-second 
S treet, New Y o rk  C ity .
O ste rw e il &  O shrin , C. P. A ., an­
nounce the  rem ova l o f th e ir  offices to  
320 F if th  Avenue, New Y o rk  C ity .
R o thm an  &  Moses are now  located a t
11 East F o rty -fo u rth  Street, New Y o rk  
C ity .
J. M itc h e ll &  Company, C e rtified  P ub­
l ic  A ccountan ts, announce the  rem ova l 
o f th e ir  offices to  the  E q u ita b le  L ife  
A ssurance B u ild in g , 393 Seventh A ve ­
nue, New Y o rk  C ity .
D av id  B erdon  &  Company, C e rtified  
P u b lic  A ccountan ts, 1440 B roadw ay, 
N ew  Y o rk  C ity , announce the  adm ission 
to  m em bersh ip in  the  f irm  o f N orm an
S. Siegel, C. P. A.
The P itts b u rg h  office o f M a in  and 
C om pany w i l l  be located a f te r  June 1st 
in  the  F irs t  N a tio n a l B ank  B u ild in g .
W m . C labaugh &  Com pany, C e rtified  
P u b lic  A ccountan ts, announce the re ­
m ova l o f th e ir  W ash ing to n  offices to  the  
C hand le r B u ild in g , 1427 I  S tree t N . W ., 
W ash ing to n , D. C.
Law rence Scudder &  Com pany, an­
nounce the  rem ova l o f th e ir  New Y o rk  
office fro m  50 P ine  S tree t to  120 B road­
way.
A lts c h u le r, M e lvo in  and Company, 
C e rtifie d  P u b lic  A ccountan ts, announce 
th e  rem o va l o f th e ir  offices to  S uite  
2008, M e tro p o lita n  B u ild in g , 134 N o rth  
L a  Salle S treet, Chicago, I l l in o is .
H u tch in son  and S m ith , C e rtified  P ub­
lic  A ccountan ts  o f D a llas, Texas, an­
C arne iro , Chum ney and Company, 
C e rtified  P u b lic  A ccountan ts, a fte r  M ay 
1st, w i l l  be located in  the  S m ith -Y oung  
T ow e r, San A n to n io , Texas.
Announcem ent is made o f the  fo rm a ­
t io n  o f the  f irm  o f Rom an R. Sevenich 
and Company, C e rtified  P u b lic  A ccoun t­
ants, w ith  offices in  the  Dorsen B u ild in g , 
774 T h ird  S treet, M ilw aukee , W isconsin .
A n d re w  H . Blass and Com pany, Ac­
countants and A ud ito rs , and The Wm. 
A . W ood Company, C e rtified  P u b lic  A c­
countants, announce the consolidation 
of th e ir  respective professional prac­
tices unde r the  f irm  s ty le  o f Blass, W ood 
and Company, Accountants and A u d i­
to rs , Law  and F inance B u ild in g , P it ts ­
b u rgh , Pa.
F re d e ric k  L . Mead Son, A ccoun t­
ants and A u d ito rs , announce the  rem ov­
a l o f th e ir  o ffices to  523 Cooper S treet, 
Camden, N. J.
The f irm  o f Scharf &  Geist, C e rtified  
P u b lic  Accountan ts, w i l l  be located a t 
570 Seventh Avenue, New  Y o rk  C ity , 
on and a fte r  M ay 1, 1929.
Joseph L . C aba lle ro and H e n ry  J. 
M ille r ,  C. P. A ., announce the  consolida­
t io n  o f th e ir  p ractice  w ith  th a t o f M eyer 
B o tk o fs k y , C. P. A ., and the  open ing o f 
new  offices under the  name o f C aballero, 
M il le r  and B o tko fsky , P u b lic  A ccount­
ants, a t S u ite 508-509 Pere M arque tte  
B u ild in g , New O rleans, La .
S. Berson &  Company, C e rtified  P ub­
l ic  A ccountan ts, w i l l  be located a t 853 
B roadw ay, New  Y o rk  C ity , a fte r  M ay
1, 1929.
Lu d v ig  C. N ielsen, C. P. A., an­
nounces the  r emoval o f h is  offices to  715 
C ity  N a tio n a l B ank  B u ild in g , B a ttle  
Creek, M ich igan .
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The Education and Training of An Accountant
Several years ago an e igh t-ye a r-o ld  
boy asked me w h a t I  ta u g h t a t the  U n i­
v e rs ity , and w hen I  said “ A cco u n tin g ,”  
he re p lie d  “ H u h ! I  can coun t,”  in  a 
tone w h ich  in d ica ted  c le a rly  how  low
I  had sudden ly fa lle n  in  h is  esteem.
In  v ie w  o f possib le m isunders tand ­
ings perhaps the  f irs t  step shou ld  be to  
present de fin itio n s  o f the  sub ject. H o w ­
ever, tim e  does no t p e rm it and the  p u r­
pose o f th is  ta lk  is no t to  define ac­
coun ting , b u t to  g ive you  some idea o f 
the  educa tion  and t ra in in g  w h ich  the 
School o f Business A d m in is tra tio n  a t 
the  U n iv e rs ity  o f M ich iga n  requ ires o f 
its  graduates.
F o r  several years the  business men 
of the country  have been setting  ever 
h ig h e r educa tiona l standards. T hey 
are lo o k in g  to  the  colleges and u n iv e r­
s ities o f the  co u n try  to  send them  
graduates who no t o n ly  have the best 
possible t ra in in g  in  business ad m in is ­
tra t io n , b u t w ho also have a broad 
c u ltu ra l background .
The h ig h  educa tiona l requ irem en ts  
be ing established by the  C e rtified  P ub­
l ic  Accountan ts  fu rn is h  o n ly  one ex­
am ple o f the  demands, w h ich  are be ing 
made upon the  un ive rs itie s  by the  bus i­
ness m en o f the  cou n try . A t  the  la s t 
annual convention of The Am erican So­
c ie ty  o f C e rtified  P u b lic  Accountan ts  
the  re p o r t o f the  com m ittee  on edu­
ca tion  con ta ined the  fo llo w in g  pa ra ­
graph :
“ Y o u r com m ittee  f irm ly  believes in  
college educa tion  as a m ost desirable 
means o f e n te rin g  the pro fession. W e 
believe th a t o u r Society shou ld  in te re s t 
its e lf  ve ry  d e fin ite ly  in  the  type o f edu­
ca tio n  and t ra in in g  w h ich  is be ing 
g iven those s tu d y in g  accountancy. A l l  
too fre q u e n tly  the  m ere voca tion a l as­
pects o f the  w o rk  are covered w ith o u t 
cons idera tion  o f the  necessity fo r  a 
broad basic tra in in g  in  the  so-called 
genera l c u ltu ra l courses, in  economics, 
finance and o th e r re la ted  fie lds .”
The estab lishm en t o f Schools o f B us i­
ness A d m in is tra tio n  in  colleges and u n i­
ve rs ities  has been in  response to  the  
demands o f the  business executives fo r  
h ig h e r standards o f educa tion  fo r  those 
who are en te rin g  business as a p ro ­
fession.
The M ich iga n  School o f Business A d ­
m in is tra t io n  requ ires  five years o f co l­
lege w o rk  fo r  g ra du a tion . A t  the  pres­
en t t im e  a s tuden t e n ro llin g  in  the  
School o f Business A d m in is tra tio n  m ust 
presen t c red its  fo r  th ree  years ’ w o rk  in  
the  L ite ra ry  College o f th is  U n iv e r­
s ity  o r eq u iva le n t c red its  fro m  o the r
B y  F . E . ROSS, C. P . A ., A n n  A rb o r, 
Michigan.
T a lk  g iven over W C X -W JR  on Decem­
ber 13, 1928.
colleges. W ith  the  exception o f tw o  
courses d u r in g  h is  th ir d  year in  the 
L ite ra ry  College the  School o f Business 
A d m in is tra tio n  sets no pre requ is ites  
and the  s tu d e n t’s w o rk  u su a lly  covers 
such sub jects as H is to ry , N a tu ra l 
Science, M athem atics, E n g lish , Eco­
nom ics, and fo re ig n  languages.
In  lin e  w ith  the  th e o ry  th a t U n ive r­
s ity  tra in in g  shou ld  n o t develop men 
who are educated o n ly  w ith in  the  n a r­
ro w  lim its  o f one sub ject, the  School o f 
Business A d m in is tra tio n  requ ires  its  
f irs t year students, w ho expect to  spe­
c ia lize  in  accoun ting , to  elect courses 
in  F inance, S ta tis tics , M a rk e tin g  and 
P ersonnel, in  a d d itio n  to  tw o  courses in  
A ccoun ting  w h ich  m ay be taken. D u r­
in g  the  second yea r in  the  Business 
School, w h ich  o f course is the  f i f th  year 
in  th e  U n iv e rs ity , the  accoun ting  s tu ­
dent is p e rm itte d  to  concentra te m ore 
com p le te ly  on h is  f ie ld  o f specia liza tion . 
Am ong the  accoun ting  courses w h ich  
are g iven are A ccou n tin g  Theory, P ub­
lic  A ccoun ting , Cost A ccoun ting , R eal 
E sta te  A ccoun ting , and Incom e Tax 
P rocedure.
F o r some tim e  accoun ting  in s tru c to rs  
have fe lt  th a t ac tu a l practice  in  ac­
co u n tin g  was des irab le  as a supplem ent 
to  classroom  w o rk . W ith  th is  purpose 
in  v iew  the  School o f Business A d m in is ­
t ra t io n  is c a rry in g  on an experim ent 
w ith  the cooperation o f several firm s 
o f C e rtified  P u b lic  A ccountan ts  in  De­
t ro it ,  w h ich  gives accoun ting  students 
some p ra c tic a l experience in  p u b lic  ac­
coun ting . S tudents whose school w o rk  
is o f su ffic ie n tly  h ig h  grade to  ju s t i fy  
th e ir  absence fro m  classes, are em ­
ployed as ju n io r  accountants by the  ac­
cou n tin g  firm s  fo r  a pe riod  o f fro m  s ix  
to e ig h t weeks d u r in g  the  m onths o f 
Jan ua ry  and F eb ru a ry . A t  the  end o f 
th is  pe riod  they  re tu rn  to school and 
m ake up the  w o rk  w h ich  has been 
missed. T h is  p lan  has been in  effect 
fo r  th ree  years and in  sp ite  o f the  e v i­
dent inconvenience to  the  students, the 
accoun ting  firm s  and the  in s tru c to rs , 
the  p lan  is considered a success and 
w i l l  doubtless be con tinued .
The advantages to  the  s tud en t m ay 
be sum m arized as fo llo w s :
1. He has the  o p p o rtu n ity  before 
g ra d u a tio n  to  get a taste  o f the  actua l 
cond itions  unde r w h ic h  the  accoun tant
m ust w o rk  a t the  t im e  o f year w hen 
the  w o rk  is the  m ost strenuous.
2. He benefits by the  p ra c tica l ex­
perience and shou ld  be b e tte r able to  
coo rd ina te  the  va rious  courses w h ic h  
he is ta k in g .
3. I f  h is  w o rk  m akes a good im ­
pression on the  m em bers o f the  f irm  
to  w h ich  he is assigned, he w i l l  o ften  
be offered an o p p o rtu n ity  to  re tu rn  to  
them  a fte r  g ra d u a tio n  w ith  th e  as­
surance th a t the  connection w i l l  be a 
pe rm anent one. In  o th e r w ords he w i l l  
a lready  have passed the p ro b a tio n a ry  
pe riod  before g ra d u a tin g  fro m  the U n i­
v e rs ity .
M ost o f the  graduates o f the  School 
o f Business A d m in is tra tio n  who spe­
c ia lize  in  accoun ting , en te r the  em p loy 
o f C e rtified  P u b lic  A ccountan ts. O f 
these some take  the  sta te exam inations, 
receive certifica tes  as C e rtified  P u b lic  
A ccountan ts  and rem a in  p e rm a n e n tly  
in  th a t pro fession. There is, however, 
ano the r phase o f the  s itu a tio n  w h ich  
cannot be igno red . The in du s tries  o f  
the  c o u n try  are com ing to  lo o k  m ore 
and m ore to  the  C e rtified  P u b lic  A c­
countan ts fo r  young  m en to  f i l l  such 
pos itions as office m anager, w ith  th e  
p o s s ib ility  o f advancem ent to  the  office 
o f c o m p tro lle r and tre a su re r. As a re ­
s u lt m any pass fro m  the  pu b lic  ac­
cou n tin g  fie ld  in to  th e  em ploy o f in ­
d u s tr ia l com panies, w h ich  are c lien ts  
o f the  accoun ting  firm . T h is  tendency 
fo r  ju n io r  accountants to  leave th e  o f­
fices in  w h ic h  the y  have gained th e ir  
experience is a decided ha rdsh ip  to  th e  
accoun ting  firm s , b u t m ost C e rtified  
P u b lic  Accountan ts  consider th a t one o f  
th e ir  du ties  to  th e ir  c lien ts  is to  p ro ­
v ide  tra in e d  m en w hen requested.
I t  w o u ld  be n e ith e r f i t t in g  n o r ex­
ped ien t fo r  me to  advise prospective 
students to  specia lize in  accoun ting . 
A l l  th a t  I  w ish  to  do is to  c a ll a tte n ­
t io n  to  the  g ro w in g  need fo r  b e tte r  
t ra in in g  on the  p a r t  o f those w ho expect 
to  m ake business th e ir  l i fe  w o rk .
Law , M edicine, and o th e r professions 
have increased the  educa tiona l re q u ire ­
m ents fo r  m em bersh ip d u r in g  the  past 
few  years and have p ra c tic a lly  
abandoned th e  m ethod o f tra in in g  
th ro u g h  apprenticesh ip . A  s i m i l a r  
t ra n s it io n  has been ta k in g  place in  
A ccountancy and as evidence o f th is  I  
w i l l  close by q u o tin g  a pa rag raph  fro m  
an address by the  p res iden t o f the 
A ccountan ts. Speaking be fore  a m eet­
in g  of th e  A m erican  A ssocia tion  o f Col­
le g ia te  Schools o f Business in  W ash ing ­
to n  la s t December he sa id: “ The day is 
fa s t approach ing w hen we sha ll have n o
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one on o u r sta ffs  b u t men w ith  tho ro ug h  
g o in g  college educations. There  are a 
num be r o f firm s  in  the  c o u n try  w h ich  
m ake th is  an a lm ost unbreakab le  ru le  
a t  th is  tim e . The tendency w i l l  g row  
as the  years go by. W e w i l l  req u ire  
o u r  s ta ff m em bers to  have f u l l  courses 
in  com m erce and a d m in is tra tio n  w ith  
the  accoun ting  sub jects as o n ly  one 
p a rt th e re o f.”
P H IL A D E L P H IA  COST  
A C C O U N T A N T S
The P h ila d e lp h ia  C hapte r o f the  Na­
t io n a l A ssoc ia tion  o f Cost A ccountan ts, 
a t th e ir  M arch 15 m eeting , had as th e ir  
guests th e  P h ila d e lp h ia  A ssoc ia tion  o f 
C re d it Men. Tw o o f the  sub jects p re ­
sented a re  o f such in te re s t to  p u b lic  ac­
coun tan ts  th a t we are o ffe r in g  a resum e 
to  o u r readers.
The f irs t  speaker o f the  even ing was 
H a ro ld  M. Scott, T reasu re r o f the  B ank 
o f N o rth  A m erica  and T ru s t Company, 
on “ W hat is  Seen in  the Balance Sheet 
by the  B a n k e r.”  M r. Scott sta ted as a 
prem ise, th a t know ledge o f a balance 
sheet necessary to  the  banke r fro m  
the  s tan dpo in t o f le n d in g  th e ir  money, 
as w e ll as the  de po s ito r’s m oney, to  
le g it im a te  enterprises, and sta ted th a t 
the balance sheet is  the most im p o rta n t 
ite m  in  the  c re d it file .
In  cons idering  the v a lu a tio n  o f assets 
appearing  on the  balance sheet, the re  
are five  p r in c ip a l fac to rs : (1 )  In te g r ity  
o f the  b o rro w e r; th a t is  the  confidence 
th a t has been established by h is  conduct 
o f the  business. (2 )  The accuracy of 
the  accoun ting  m ethod be ing used. The 
books o f an o rg an iza tio n  shou ld  be au­
d ite d  by a rep u tab le  accoun ting  firm , 
especia lly  a t s ta tem ent tim e . (3 ) The 
tre n d  o f the  business. In  cons idering  
th is , th e  b o rro w e r’s capacity  to  keep his 
house in  o rd e r is a fa c to r. Businesses 
w h ich  are seem ingly in  good con d ition  
are som etim es im p e rce p tib ly  d is in te ­
g ra tin g . T h is  m ay be caused by decline 
in  the  a b il i ty  o f the  executives, o r the 
in a b il i ty  to  keep pace w ith  the  changes 
in  the  in d u s try . (4 )  C o nd ition  o f the  
in d u s try  on date o f sta tem ent. The in ­
ven to ries  m ay be g re a tly  in fla te d  due to  
a seasonable business, and w o u ld  re flec t 
a fa lse con d ition . A lso , such fac to rs  as 
price  c u tt in g  in  the  in d u s try , s tr ikes  
w ith in  th is  o r a llie d  in d u s trie s  m ust be 
considered. (5 ) R equ irem ents  o f the  
p a r tic u la r  type o f business. A  banke r is 
necessarily a J a c k -o f-a ll- t ra d e s ,  and 
m aste r o f none, bu t i t  is  incum bent 
upon them  th a t a banker fa m ilia r iz e  
h im s e lf w ith  the  b o rro w e r’s business 
w he reve r possible. Business is  now  so 
com plex th a t bankers find  i t  necessary 
to  d iv id e  th e ir  C re d it D epartm ents ac­
co rd in g  to  indus tries .
M r. Scott also stated th a t the  fo llo w ­
in g  ra tio s  are h e lp fu l in  cons ide ring  the
balance sheet. The f irs t  fo u r  ra tio s  are 
s ta tic  and the las t fo u r  m ay be te rm ed 
dynam ic: (1 ) R a tio  o f c u rre n t assets to 
lia b ilit ie s . T h is  is the  o ldest and p ro b ­
ab ly  ye t the  best. (2 )  Receivables to 
m erchandise. C o rrec tion  m ust be made 
in  o b ta in in g  th is  ra t io , by add ing  the 
m arg in  o f p ro fit  to  the  m erchandise. 
The Accounts Receivable shou ld  be 
aged. (3 )  N e t w o rth  to  fixed assets. 
T h is  shows the  banke r w h e the r any of 
the lines  are ty in g  up in  fixed assets. 
W here  an increase is shown in  the 
p la n t inves tm en t an increase should 
show like w ise  in  the  p ro d u c tio n  o f t he 
p lan t. The fa c t th a t an increased in ­
vestm ent has been made is  n o t a lways 
a h e a lth y  s ign i f  the  p ro d u c tio n  is no t 
increased. (4 ) D ebt to  w o rth . T h is  
shows who is fina nc ing  the  business,
i. e., w h e the r the  ow ner o r lender. (5 )  
T u rn o v e r o f sales to  accounts rece iv­
able. T h is  shows in  a ve ry  rou gh  way 
the accounts rece ivable as an average.
(6 ) Sales to  M erchandise. T h is  ra t io  is 
presum ed to  show the  tu rn o v e r o f m er­
chandise in ve n to ry . H ow ever, i t  is 
necessary to  add the  p ro fit  o f m a rg in  to  
the  in v e n to ry  to  o b ta in  i t  co rre c tly . (7 ) 
Sales to  P la n t Inves tm ent. T h is  shows 
how  o ften  the  in ves tm en t in  p la n t is 
be ing tu rn e d  over. (8 )  Sales to  W o rth . 
T h is  shows the tu rn o v e r o f the  in ves t­
m en t in  the  business.
M r. Scott sta ted th a t a banke r has a 
m uch na rro w e r m a rg in  to  w o rk  on than  
o th e r concerns g ra n tin g  c re d it;  th a t  is, 
th e ir  m a rg in  of p ro fit is  on ly  4 per cent 
to  6 per cent, whereas, in  some lines o f 
business, the  m a rg in  o f p ro fit  is  ve ry  
m uch g re a te r and m ay even be 100 per 
cent o f the  m a n u fa c tu rin g  cost. T here­
fo re , a banker m us t necessarily  take  
less r is k  than  an in d u s tr ia l concern 
w ith  a w id e r m a rg in  o f p ro fit.
The second speaker was E d w a rd  P. 
B a iley , P res iden t o f the N a tio n a l A ir -  
o i l B u rn e r Company. H is  sub ject was, 
“ W hat is seen in  the Balance Sheet by 
the In d u s tr ia lis t.”  He defined an in ­
d u s tr ia lis t  as one w ho m anufactu res, 
carries  on a m erchand is ing  business, 
g ran ts  c red it, buys ra w  m a te ria l, and in  
sho rt, is engaged in  a l l a c tiv itie s  o f 
business in  general. H e  had a balance 
sheet before h im , w ith  gross assets o f 
some $116,000, w h ich  he used as an ex­
am ple to  m ake an analys is  fro m . He 
stated th a t they use D un ’s fo r  th e ir  
f irs t  im pression. He then  analyzed the 
balance sheet on the  “ va lu a tio n  m e th ­
od”  basis, reducing the  adm issib le as­
sets to  $15,000, w h ich  was ju s t  the  
am oun t o f c re d it w h ich  w o u ld  be neces­
sary fo r  them  to  g ra n t.
M r. B a ile y  decided th a t th is  w ou ld  
be a good r is k  anyway, as c e rta in ly  no 
one who was about to  go b roke w o u ld  
w a n t to  buy new o il b u rn e r equ ipm ent 
anyhow.
NOTE
In  the  Jan u a ry  issue o f the  P U B L IC  
D O L L A R  an a rt ic le  appeared on “ B udg­
e tin g  and A ccou n tin g  in  N o rth  Caro­
lin a .”  A cco rd in g  to  th is  the  B udge t 
L a w  fo r  th a t S tate was d ra fte d  and the 
u n ifo rm  cou n ty  procedure was devised 
w ith  the  tech n ica l assistance o f H e rb e rt 
W ilson , C. P. A ., a m em ber o f the  sta ff 
o f the  In s t itu te  fo r  G overnm ent Re­
search o f W ash ing ton , D. C.
M r. W ilso n  made the  fo llo w in g  com­
m en t on the  f irs t  yea r’s experience 
under the  new system :
“ So w e ll have the  counties fun c tione d  
under the  new re g u la to ry  laws th a t sub­
s ta n tia l savings in  expend itu res have re ­
su lted , one coun ty  h a v in g  reduced its  
tax  ra te  8 cents per $100 the f irs t year.
“ C en tra l pu rchas ing  fo r  a l l a c tiv itie s  
has g iven the  counties the  advantage of 
q u a n tity  prices and has b ro u g h t about 
the e lim in a tio n  of useless artic les  and 
p e tty  extravagances.
“ P la c in g  the  counties unde r the  
budget system , as p rov ided  by law , has 
been an assurance to  the  bond buyers 
and taxpayers th a t  coun ty  governm ents 
w i l l  be opera ted w ith in  the  l im it  o f th e ir  
rece ip ts. T h is  fac t, and the l im ita t io n  
im posed upon the  issuance o f bonds, as­
sure the  buyers upon the  question  or 
secu rity  o f th e ir  bonds.
“ The s tre n g th e n in g  o f th e  c re d it 
s tand ing  o f N o rth  C a ro lina  counties 
w ith  the bond m arke ts  o f the  co u n try  is 
evidenced by the  fa c t th a t counties fo r ­
m e rly  pay ing  5 and 6 per cent on th e ir  
bonds have been successful in  se llin g  
bonds fo r  4.32 per cen t.”
ACCOUNTANTS
YOUR OFFICE PROBLEM SOLVED
New  Y o rk  A ccountants m ay now 
have complete office fa c ilit ie s , desk 
room , p r iv a te  conference room  p r iv i­
leges, lib ra ry , secretary, re p o rt ty p ­
is t, telephone service, lis tin g s  in  
telephone and b u ild in g  directories, 
etc., fo r  $10.00 pe r m onth , in  beau­
t i f u l ly  fu rn ished  accountants’ office.
Non-Resident Accountants
F o r $25.00 pe r annum  you can have 
a New  Y o rk  office w ith  a ll fa c ilit ie s  
m entioned above.
W rite , telephone o r ca ll fo r  fu l l  
p a rticu la rs
Accountants Exchange, Inc.
1776 Broadw ay, a t  5 7 th  St., New Y ork 
Telephone, Circle 6382
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UNDER THE CEASELESS 
TR EA D  OF FINGERS
I N D E X  cards, tab  cards, re- 
co rd  form s, le d g e r  form s, 
sta tem en t sh eets . . . r o w  after  
r o w  erect in  th e ir  files . . . th ey  
fo rm  th e  h ig h w a y s  o f  a th o u ­
san d  fingers.
B ack  an d  fo rth , day after day, 
y e a r  a f te r  y e a r , th e  c e a s e le s s  
tread  o f  fin gers . . .  d o  y o u r  
form s stan d  th e  g a ff? I f  th ey  are 
L .B . F orm s, th ey  d o . E ntries  
o f  a qu arter  cen tu ry  a g o  are  
s till read ab le  o n  L .B . F orm s  
. . . th ey  stan d  a lw ays at a tten ­
t io n , read y  fo r  fast fin g er in g . 
T h e y  are factors o f  e c o n o m y  in  
ev ery  u ser ’s office.
T h e r e  is a  g ra d e , w e ig h t , size  
and c o lo r  in  L .B . F orm s fo r  
ev ery  reco rd  req u irem en t. C o n ­
su lt th e  m a n  fr o m  R e m in g to n  
R a n d . H is  ex p e r ie n c e  is  a t y o u r  
d is p o s a l . . . o r  m a il th e  c o u p o n  
b e lo w .
 
 
Library Bureau Division 
R EM IN G TO N  R A N D  BUSINESS SERVICE Inc.
B u ffa lo , N . Y .
Sales Offices in  a l l  P r in c ip a l C ities
Rem ington Rand Business Service Inc., 
Rem ington Rand B u ild ing , Buffalo, N . Y .
Send me fu ll in fo rm ation  regarding L.B. Forms.
Name______________________________ _ ...--------------- F irm .
Address State.
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UNITED STATES CUSTOMS 
COURT DEDICATED
Tuesday afternoon, April 9, 1929, the 
new building occupied by the United 
States Customs Court and Appraisers 
Stores Organization in New York was 
dedicated.
The building, a twelve-story struc­
ture, occupies the entire block bounded 
by Varick, Houston, Hudson and King 
Streets, which was purchased from the 
Trinity Church Corporation, having 
been granted to them in perpetuity in 
1705 by the Duke of York, by whom it 
was confiscated in 1674.
The property was leased by Louis 
Adler from the Trinity Corporation with 
an option to purchase, after which he 
made a proposition to the United States 
Government to erect and sell upon com­
pletion the contemplated structure for 
a sum not to exceed $8,000,000, the 
building to be completed and ready for 
occupancy by January, 1929. The struc­
ture was completed and turned over to 
the Government ready for occupancy 
November 16, 1928, nearly two months 
in advance, and the cost to the Govern­
ment was but $7,600,000. This un­
usual exhibition of honesty in govern­
mental contracts deserves notice.
In the afternoon the exercises were 
held in one of the court rooms, the 
justices of the United States Court of 
Customs and Patent Appeals and the 
United States Customs Court sitting en 
bloc.
The United States Customs Court, 
which superseded the Board of United 
States General Appraisers established in 
1890, consists of Israel Fischer, Chief 
Justice; Justices Byron S. Waite, Chas. 
P. McClelland, Jerry B. Sullivan, George
S. Brown, George E. Weller, George M. 
Young, William J. Tilson, and Gene­
vieve R. Cline. As indicated by its 
name, its duties are confined to the 
judicial interpretation of cases arising 
under tariff acts. Its work centers 
chiefly in New York, through which 
port 56 per cent of our foreign com­
merce passes, and the collections of 
tariff revenue in connection therewith 
amount to an average of over $1,000,-
0 0 0  each week day of the year.
Appeals from decisions of this court 
are made to the United States Court of 
Customs and Patent Appeals, the pres­
ent members of which are William 
Graham, Chief Justice; Justices Oscar 
E. Bland, Chas. S. Hatfield and Finis 
Garrett.
At the dedication ceremonies, which 
lasted for a period of three hours, and 
in which ten different speakers partici­
pated, representing all the various 
groups having a relationship to the 
court in any manner such as importers, 
custom brokers, patent lawyers, steam­
ship owners, m anufacturers and atto r­
neys, the underlying theme consid­
ered was the work of the court treated 
by the different speakers in both a light 
and serious vein. The responses were 
made by Chief Justice Graham, repre­
senting the Appellate Court, and Chief 
Justice Fischer, representing the Cus­
toms Court.
In the evening a banquet was held at 
the Hotel Commodore commemorating 
the official opening and in honor of the 
justices of both courts. The U. S. 
Marine Band furnished music for the 
reception which preceded the banquet, 
following which Chas. W. Ferry, Chair­
man of the Banquet Committee, intro­
duced Henry Ward Beer, President of 
the Federal Bar Association for New 
York, New Jersey and Connecticut, who 
acted as toastmaster. Once again the 
list of speakers included ten, all of 
whom, however, had been properly in­
structed as to the time limit. Among 
the speakers were Phillip Elting, Col­
lector of Customs of the Port of New 
York, Chas. Tuttle, U. S. District At­
torney, Herman A. Metz, representing 
the importers, Hamilton Fish, Jr., mem­
ber of Congress from New York, and 
Samuel Shortridge, of California, who 
appeared not only as a representative of 
the U. S. Senate, but also as the per­
sonal representative of the President of 
the United States.
Table No. 104 was occupied by rep­
resentatives of The American Society of 
Certified Public Accountants, the Amer­
ican Institute of Accountants, the New 
York State Society of Certified Public 
Accountants, the Society of Certified 
Public Accountants of the State of New 
Jersey, the State Board of C. P. A. ex­
aminers of New York and the Jersey 
State Board of Public Accountants, the 
individuals being: Homer A. Dunn, 
James F. Farrell, Chas. L. Hughes, 
James F. Hughes, Martin Kortjohn, 
Henry E. Mendes, Maurice E. Peloubet, 
Durand W. Springer, Norman E. Web­
ster and James F. Welch.
BLUM’S SIMPLIFIED METHOD
For
Ascertaining Profit or Loss on Custom­
ers’ Stock Brokerage Accounts
A unique time-saving method which 
eliminates the bulk of the detailed an­
alysis which is necessary to ascertain 
profit or loss on customers’ stock broker­
age accounts.
Can also be used as a proof in cases 
where complete analysis of account is 
required.
Sent postpaid upon receipt of $1.00 
LOUIS D. BLUM, C. P. A.
M em ber of A m erica n  In s t i tu te  o f 
A cco u n ta n ts  
110 E ast Forty-second Street 
N ew York City
— indispensable new books on accounting procedure!
ELEMENTARY 
ACCOUNTING
B y  F R A N K  H A T C H  S T R E IG H T O F F
Professor of Business Adm inistration, 
Indiana University
A complete, fundamental course in ac­
counting, ideally suited for the student 
who wants a self-teaching text for home 
study, the business executive who wants 
to gain fam iliarity with accounting terms, 
methods, and records, and the accountant 
who wants a broad view for 
ready reference.
Approaching the subject 
through the trading state­
ment, the author explains the 
fundamental principles, illus­
trates each with a variety of 
typical problems at the ends 
of chapters, and shows prac­
tical applications to small 
businesses, partnerships, and 
corporations.
P ro fe sso r  H . A . IN G H R A M ,  
Colum bia  U n iversity , 
says :
“The chief m erit lies in its  
thoroughness and clearness. 
A most excellent handbook 
for advanced accounting stu ­
dents and practicing account­
ants having difficulty from  
time to tim e w ith elementary 
problems.”
Price $5.00
CORPORATION 
PROFITS
A Study of Their Size, Variation, Use and 
Distribution, in a Period of Prosperity  
By LAURENCE H. SLOAN
Standard S tatistics Company
Supplies indispensable information to 
all who prepare profit and loss statements 
—in showing how reports should be made, 
how analyzed, and what the figures really 
mean. Based on studies made for clients 
of the Standard Statistics Corporation, 
entitled, “Beneath the Surface of Cor­
poration Profits."
It offers a thorough study—based on 
official income reports and balance sheets 
of over 500 of America’s leading industrial 
concerns—of the actual size of business 
profits in recent years, how and why they 
vary from one industry and corporation 
to another, what type of report is best 
suited to individual needs, and how reports 
should be analyzed to determine financial 
soundness.
P ric e  $3.50
Free Exam ination Order Form   
HARPER & BROTHERS 
49 E ast 33rd Street 
New York, N. Y.
Gentlem en : Please send me, postpaid, for 
ten days’ Free Examination  one copy of 
( ) E l e m e n t a r y  A c c o u n t i n g , $5.00; ( ) 
C o r p o r a t i o n  P r o f i t s ,  $3.50. ( ) I agree
to remit $.......... within ten days of receipt
of book(s) or to return it (them). ( ) I 
enclose check. ( ) Send C. O. D.
N a m e ..........................
Address ......................
Business Connection 
( p l e a s e  f i l l  i n ) c p a - 3
 
T he Ronald[Press Company Announces a Revised, Enlarged E d ition  o f
A ccountants’ 
W orking Papers
W ith 156 Facsim ile Reproductions, Including a 
Full Set of Coordinated Papers for a  Typical A udit
By L e s l ie  E . P a l m e r  and W i l l i a m  H . B e l l
C ertified P ublic A ccoun tan ts; M em bers o f the F irm  o f H askins & Sells
F ROM its  first ed ition  in  1923, th is  volum e h as  been  a  recognized  source o f practical, au thori­ta tiv e  su g g estio n s  on th e  w hole procedure o f  
preparing w ork in g  papers fo r  an y  desired  purpose. 
A ccou n tan ts in  public and p rivate  practice u se  it  
con stan tly .
N ow  it has been revised and expanded through­
out, w ith many new form s, to bring it in line 
w ith the very la test requirem ents o f practice.
A  d istin g u ish in g  fea tu re  o f  th is  rev ision  is  a  com ­
p lete , correlated  se t  o f  papers fo r  a  rep resen ta tive  
audit, carried  th rou gh  to  a rough  d ra ft o f  th e  final 
report. Y ou w ill r e fer  to  it  over and over again  
fo r  gu idance. T here h ave been  added a lso  notable  
n ew  section s illu stra tin g  w ork sh eets  used  in  pre­
p aring  incom e ta x  retu rn s, and in  develop ing s ta te ­
m en ts to  be used in  new  financing operations.
O rganizes th e Experience of 
Successfu l A ccountants
T he authors exp la in  and illu stra te  flexib le m ethods  
fo r  h andling  all th o se  fea tu res  o f w ork ing  papers  
th a t can to  ad van tage be standardized. T heir recom ­
m endations h ave b een  draw n fro m  th e  accepted  
practice o f  th e ir  ow n and o th er  large firm s, as w ell 
as  from  th e ir  th orou gh  personal fa m ilia r ity  w ith  
every  deta il o f th e  m a tters  d iscussed .
On every  p a g e  you  w ill find keen  su g g estio n s th a t  
help  you  prepare w ork sh eets  th a t  g iv e  n e ither  too  
m uch in form ation  nor too  little— papers from  w hich  
can be read all needed fa c ts  a t  an y  fu tu re  tim e, 
y e t  are burdened w ith  no superfluous data.
E xplains W orking Sheets For 
A ll Ordinary S itu a tion s
W hile ca refu lly  a v o id in g  duplica­
tio n s, th e  book illu stra tes  a ll schedules, 
a n a lyses, and p ap ers called  fo r  in  th e  
ord in ary  audit, a s  w ell as m an y fo r  sp e­
c ia l purposes. I t  s ta r ts  w ith  prelim i­
n ary  in form ation  th e  accountant m u st 
g a th er  and develops th e  required pap ers  
a s  h e  w ould prepare and organize them .
T hese papers i t  p resen ts  in  156 facsim ile  p la tes, 
w ith  12 chapters o f  b rief, w ell pointed  com m ent from  
practice. T he reproductions include papers re la tin g  
to  th e  w ork to  be done, a d ju stin g  en tr ies, reconcile­
m en ts and su m m aries o f  accounts, an a lyses o f  in ­
com e, consolidation  sh e e ts  sh ow in g  elim ination  de­
ta ils , tr ia l balances, etc ., etc. E ach  sh ee t show s, in  
addition  to  th e  actual figures, n o tes  th a t  th e  auditor  
w ould m ake on sign ifican t p o in ts w h ich  require ex ­
p lanation  or are to  be em phasized  in  th e  report.
Examine the Book Yourself
T his n ew  ed ition  o f  P a lm er and B e ll’s 
A c c o u n t a n t s ’ W o r k in g  P a p e r s  g iv es  
ju s t  th e  p ractica l in form ation  you  
need. W ill you  exam in e a  copy  
i f  w e send  it , a ll ch arges p re­
paid? A ll you  need do 
is  fill out and m ail 
th e  fo rm  below .
318 Pages 
$6.00
T he R onald Press C om pany,
15 East 26th Street, New York, N . Y.
Send m e postpaid the new, revised Accountants’ W orking Papers, by  
Palm er and Bell. W ithin five days after  its  receipt, I w ill either  
send you $6.00 in  fu ll paym ent or return the book to  you.
N a m e______________________________________________________________ _ ...
( P le a s e  p r in t )
B usiness A d d ress ................................................... ................................................ .....
C i t y ____________ ______________________
J
Firm  __________________________________
State..
Position..
Use th is O rder Form M -144 SignatureO u tside  co n tin en ta l U. S . an d  Canada, o rd ers  cash  p lu s 25c fo r  sh ip p in g
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Typewriter
Bookkeeping Machine
Note These Nine Outstanding Burroughs Features—
Automatic tabulation between columns.
Automatic alignment of figures — dollars 
under dollars; cents under cents.
Errors in key depressions may be corrected 
before amount is printed or added.
Automatic punctuation of amounts.
Balances and totals printed by depressing a 
single key. (No copying from dials.)
 Credit balance automatically printed in red 
and designated with symbol "CR”.
Closed account automatically designated 
with symbol "O”.
A fast electric adding, listing and subtract­
ing machine fo r proof-listing, general 
adding, and so on.
Call the local Burroughs office for more infor­
mation or a demonstration on your own work.
A DDI NG  • B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
W H EN  A N SW E R IN G  A D V E R T ISE M E N T S MENTION THE C E R T IF IE D  P U B L IC  ACCOUNTANT
Electric return of carriage.
1.
2.
3.
4.
5.
6.
7.
8. 
9.
Burroughs
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MODERN AUDITING PRACTICE
a short advanced course offered  
to those who are qualified
IN th e  p rep ara tio n  o f o u r  new  tw enty-lesson course in  P u b lic  A uditing , o u r  E ducational 
Staff has k e p t one th o u g h t constan tly  in  m ind. 
T h a t is th a t th e re  is g rea t n e e d  fo r  th is  particu la r 
tra in in g  am ong accountan ts o f  p roved  ab ility  
w ho have prev iously  lea rn ed  th e  fundam entals 
o f accounting p rin c ip les  and  p rocedure.
As a resu lt, we are  p rep a red  to  offer th is 
tw enty-lesson course in  P u b lic  A uditing  as a 
separate u n it  to  app lican ts w ho are  already 
com petent accountants. N o a ttem p t is m ade to  
teach  general accounting  in  th is  course.
To those  accountan ts w hose aud iting  expe­
rience has been  confined to  th e  in te rn a l w ork 
of a  business organization, th is  course offers 
a th o ro  grasp o f aud itin g  tech n iq u e  and p roce­
d u re  from  th e  ex te rn a l view point.
To those  accountan ts w hose p u b lic  practice 
has been  som ew hat lim ited , th is  course offers 
an  excellen t opportu n ity  to o b ta in  exhaustive 
in fo rm ation  regard ing  P u b lic  A uditing , w hich 
m igh t n o t be eq u a led  th r u  years o f actual 
experience.
T o those accountants who have been  thoro ly  
seasoned in  p u b lic  p ractice, th is  course offers 
an  excellen t opportu n ity  to  " b ru s h  u p ” by 
check ing  th e ir  ideas o f th eo ry  and  p ractice 
against th is  la test com pilation of tex t m ateria l 
upon  th is  im p o rtan t subject.
T his tw enty-lesson course teaches A uditing  
as p rac ticed  by  p u b lic  accountan ts (as d is tin ­
guished from  th e  in te rn a l au d it b y  th e  com p­
tro lle r  and  his staff). T h e  au d it program s, ques­
tionna ires and  review  sheets p resen ted  in  the  
lessons contain  a w ealth  o f valuab le  detail.
T he  read e r is first given an  u n d erstan d in g  
o f th e  com plete field o f p u b lic  accounting p rac­
tice  an d  th e  details o f o rganization  o f  pub lic  
accounting  firm s. T h en  h e  is b ro u g h t d irectly  
in to  th e  w ork  in  th e  o rd e r in  w hich  h e  w ould  
m eet i t  in  p u b lic  prac tice ,first J u n io r  w ork , nex t 
S enior w ork, th e n  th e  w ork  o f th e  P rincipal.
H e is to ld  w hat to  expect w hen  h e  gets on 
h is  first aud iting  jo b  and  how  to  do th e  th ings 
h e  w ill have to  do. H e th u s  becom es acquain ted  
w ith th e  obstacles befo re  h e  m eets th em  and , 
as a  re su lt, is able to  hand le  th e  p rob lem s w hich 
usually  confuse th e  novice. T h e  successful p u b ­
lic  accoun tan t m u st progress th ru  these  th re e  
stages in  h is  P u b lic  A uditing  w ork  a n d  i t  is 
th e  purpose o f th is  course to  h e lp  th e  read er 
w o rk  t h r u  each  s tag e  su c c e ss fu lly  a n d  as 
rap id ly  as possible.
As a final step in  h is tra in ing , th e  read e r is 
led  th ru  a  com plete aud it, step  b y  step , and  
learn s  th e  th ings th a t a re  done and  how  th e  
p rob lem s th a t  arise are  solved.
T he  fee is $42.00.
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fu l l  inform ation  regard in g  this course, i f  yo u  w ill w rite  the In ternational 
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THE CERTIFIED
PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
“ The troubles o f today are the treasures o f to ­
m orrow . W ith  w ork, w isdom , and unw earied effort 
w e shall w in  through, fo r  the m orrow  is the heritage  
o f the bold .”  — E lb er t  H ubbard .
SEPTEMBER 5-14, 1929
A CCOUNTANTS from all sections of the world will be gathered in New York City in Septem­ber for the dual purpose of attending the 
meetings of The American Society of Certified Public 
Accountants and the International Congress on Ac­
counting.
Seldom does an opportunity of this sort present 
itself. Public accountants, corporation accountants, 
professorial accountants, cost accountants, and all 
other classifications which might be enumerated, will 
gather for an interchange of ideas.
Of course, accountants from the United States will 
naturally predominate, but it is anticipated that in 
the neighborhood of two hundred of our foreign ac­
counting friends will be with us. In our May issue 
we listed the names of the foreign delegates as they 
had been selected at that time. Most of the foreign 
delegates will appear on the program, either with pre­
pared papers or participating in the discussions.
The Board of Directors of The American Society 
will inaugurate its meeting with a session Wednesday 
evening, September 4, and the program proper will 
cover Thursday, Friday, and Saturday. The reports 
of officers and committees will be given Thursday 
morning. Reports of State Representatives will be 
given Thursday afternoon. Two technical papers and 
new business will occupy Friday morning. The 
formal presentation of the various legislative and 
organization angles will be given on Saturday morn­
ing and Saturday afternoon will be given over to a 
discussion of these problems, a special invitation be­
ing extended to each State Board and State Society 
to be officially represented. Friday afternoon and 
each evening will be filled with entertainment and 
special entertainment programs will be provided for 
the ladies when the regular meetings are being 
carried on.
During the week of the International Congress 
special entertainment features will be provided for 
each evening and each luncheon period will be in 
charge of a different American accounting organiza­
tion.
Representatives of the United States have been 
assigned places on the program as follows: On Mon­
day Col. Robert H. Montgomery will deliver the Ad­
dress of Welcome. Dean John T. Madden will give 
a paper on “Legislation and Education for the Ac­
counting Profession,” and James F. Behan will speak 
on “Educational Activity in Accounting and Statisti­
cal Work.”
Tuesday will find David Himmelblau discussing 
“The Annuity Theory of Depreciation,” and Allan
B. Crunden speaking on “Straight-Line Depreciation,” 
while Dr. Jos. J. Klein will introduce “Problems of 
Depreciation and Obsolescence” from the standpoint 
of taxation; John R. Wildman will speak on it as 
affected by reappraisals, and C. G. Jensen will discuss 
the subject as related to cost of production.
Wednesday, M. E. Peloubet will present the “Prin­
ciples of Valuation Relating to Current Assets,” and 
F. H. Hurdman will discuss the “Problem of Earned 
Surplus in the Case of No-Par Value Stock and the 
Availability of that Surplus for Dividends.” Profes­
sor Roy B. Kester will present a paper on the “S ta n ­
dardization of Balance Sheets.” Walter A. Staub will 
discuss “Consolidated Financial Statements.” George 
O. May will indicate the “External Influences Affect­
ing Accounting Practices,” while C. Oliver Wellington 
and C. B. Couchman will present “The Accountant’s 
Responsibility for the Inventory.”
Thursday will be given over to Cost Accounting.
C. R. Stevenson will present “Its Place and Influence 
in Modern Industry.” John F. D. Rohrbach will 
discuss “Accounting for Materials,” Professor T. H. 
Sanders, “Accounting for Labor,” and Walter S. Gee, 
“Accounting for Burden.” “The Fundamental Prin­
ciples of Standard Costs” will be presented by G. C. 
Harrison and “Installation and Procedure” by Eric 
A. Camman. “The Bases or Standards for Cost Com­
putations Relating to Distribution and Selling Costs” 
will be given by Howard C. Greer and Frank L. 
Sweetser will present “Special Problems Involved in 
Selling and Distribution Costs.”
Friday, Charles A. Heiss will give “The Present 
Status of Commercial Budetary Practice.” Seymour 
L. Andrew will discuss “Forecasting and Planning,” 
and Paul M. Mazur will present “The Financial Con­
trol Policies in Industry.” Chester E. Rightor will 
discuss the question of “Municipal and Local Govern­
ment Budgets.”
The closing session, so far as the program is con­
cerned, will be held on Saturday morning, Paul W. 
Pinkerton presenting “The Natural Business Year,” 
and Professor Irving Fisher discussing “The Thir­
teen-month Year Calendar Reform.”
All the papers will be printed in advance and the 
entire time will be given over to discussion. If you 
have not sent in your registration for the Interna­
tional Congress you are requested to do so at once.
AMENDMENTS PASSED
Acting under the authority of Article 11 of the 
Constitution, I declare the amendments to the By- 
Laws of the Society, mailed to the membership under 
date of March 20, 1929, duly effective.
A r t h u r  C. U p l eger ,
P residen t.
May 27, 1929.
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T he Controller And The C. P. A.; How Can
They
" A CTA, NON V E R B A ”  runs an 
 o ld  L a t in  m axim  in  em- 
 phasiz ing  the  im portance
of deeds as com pared w ith  m ere words. 
Neverthe less, words, by th e ir  d e riv a tio n  
and th e ir  lin g u is t ic  h is to ry , fre q u e n tly  
serve to  shed considerable l ig h t  on the 
n a tu re  and cha rac te ris tics  o f the  doers, 
th e  actors, who are labe led by specific 
w ords. E ty m o lo g ic a lly  speaking, as I  
re ce n tly  po in ted  ou t to  a New Y o rk  
audience, the  re la tio n sh ip  between the  
w ords “ c o n tro lle r ,”  “ accoun tan t,”  and 
“ a u d ito r ”  is fa ir ly  close, and ye t the  
d is tin c tio n  is  a clear and defin ite  one.
An Etym ologic In terlu d e
O rig in a lly , the  accoun tan t was a 
reckoner, a ca lcu la to r, and one respon­
sib le fo r  the  accoun ting  o f a s tew ard­
sh ip . D u r in g  th a t stage of E n g la n d ’s 
developm ent w hen i t  was m ost in ­
fluenced by N o rm an-F rench  cu ltu re , 
cou rt a ffectation resu lted in  the  adoption 
o f a spe llin g  fo r  accoun tant w here in  the  
“ n t ”  o f “ cou n t”  became the  correspond­
in g  “ m p t”  o f the  F rench  eq u iva len t 
“ com p t.”  The te rm  “ a u d ito r”  was of 
som ewhat la te r  o r ig in , and a t one tim e  
m eant, li te ra lly ,  an a u d ito r, a lis te ne r, 
a person to  w hom  the  accoun tant read 
h is  s ta tem ent a loud, so th a t its  co rre c t­
ness m ig h t be passed upon. In  its  o r ig ­
in a l use, the  te rm  “ con tro lle r,”  w h ich  is  
de rived  fro m  the  L a t in  “ co n tra ”  m eant 
a check— lite ra lly  the  user o f a check 
ro l l —  and a con tro lle r was thus a 
checker, an overseer— a t one tim e  even 
a spy. In  h is  e a rly  developm ent, the  
c o n tro lle r  d id  n o t necessarily  have any­
th in g  in  com m on w ith  th e  accountant. 
T h is  was tru e  even a t the  tim e  w hen the 
c o n tro lle r  in  E n g lish  h is to ry  became 
the  gu a rd ian  o f the  expend itu res o f th e  
ro y a l household. Due to  the  N o rm an- 
F rench influence already alluded to, 
someone erred in  assum ing th a t the  
w o rd  “ c o n tro lle r ”  was de rived fro m  the  
same stem or ro o t as “ com p t”  w ith  the  
re s u lt th a t the  w o rd  assumed the  spe ll­
in g  “ com ptro lle r,”  in  w h ich  fo rm  i t  is 
associated w ith  m any E n g lis h  o ffic ia l 
pos itions th ro u g h o u t a num ber o f cen­
tu rie s . A t  the  tim e  o f th is  erroneous 
change in  spe lling , the re  was no doub t 
th a t the  noun  re la ted  to  a person who 
res tra ins , d irects, and manages, instead 
o f one who is responsib le fo r  accounts 
and prepares them , o r who au d its  o r re ­
views them. The m odern spe lling o f 
“ c o n tro lle r ”  is a reve rs ion  to  type, a re ­
tu rn  to  i ts o r ig in a l de riva tio n .
W ith  th is  qu a s i-h is to rica l in tro d u c -
Best Serve The
By DR. JO SEPH  J . KLEIN
Address before the  C o n tro lle rs ’ Con­
gress o f the N a tio n a l R e ta il D ry  Goods 
Association, D rake  H o te l, Chicago, I l l ., 
M ay 20, 1929.
tio n , le t  us proceed to  o u r appo inted 
task. W e address ourselves to  the  ques­
t io n : H ow  can th e  ce rtifie d  p u b lic  ac­
coun tan t and the  c o n tro lle r, in  coopera­
tive  and jo in t  service, best m eet the 
present needs o f the  store? The query 
calls fo r  a dua l analysis. W h a t are the 
needs and problem s o f the  m om ent, and 
w h a t type of services have we in  m ind?
The “Independent” Store
As a p re lim in a ry  to  th is  analysis, le t 
us f irs t  re s tr ic t  the  scope o f o u r in q u iry  
to a s ing le  type o f store. R e ta ilin g  is 
conducted by independent departm ent 
stores, by chain departm ent stores (over
1 0 0 ,0 0 0  separate u n its ) ,  by independent 
spec ia lty  shops, by cha in specia lty  
shops, and by m ail-o rder houses w ith  
th e ir  g ro w in g  d ire c t ou tle ts , no t to  m en­
t io n  countless ne ighborhood shops. W e 
sha ll concern ourselves p r im a r ily  w ith  
the  prob lem  o f the  independent store 
and spec ia lty  shop, a lth o u g h  i t  is no t 
ou r in te n tio n  to  s lig h t the o th e r m em ­
bers o f the  re ta i l fa m ily .
M any an ow ner o f an independent 
store o r shop is ready to  c ry  w ith  H am ­
le t th a t “ the tim e is ou t o f jo in t . ”  W ith  
some no tab le  exceptions fro m  am ong 
stores w h ich  m ake ava ilab le  sum m aries 
o f th e ir  op e ra ting  resu lts  (as w e ll as 
those w h ich  do n o t p u b lish  such d a ta ), 
the experience o f the  past h a lf  decade 
ind ica tes th a t an ir re s is t ib le  sales re s is t­
ance has been encountered, th a t ne t 
p ro fits  have been approxim ate ly  halved, 
and th a t operating expenses have in ­
creased about 10 per cent. T h is  you 
know  as w e ll as I ,  so I  sha ll no t ca rry  
coals to Newcastle by de ta iling  H arvard  
study sta tistics, Federal Reserve Board 
data, and U. S. Departm ent o f Commerce 
figures, a ll of w h ich  bear out the above 
facts.
The R e ta ile r’s N ightm are
M any a store owner wonders w hat i t ’s 
a l l about. W h ile  aw are o f the  w onder­
fu l  progress th a t some ou ts ta nd ing  in ­
dependent stores are co n tin u in g  to  
make, he sees a ll abou t h im  the  g ro w th  
of the chain-store movement, and the 
spread o f d ire c t ou tle ts  o f the  m a il­
o rde r house. He knows, o f course, th a t
Store?
mergers and consolidations are ram pant 
th ro u g h o u t in d u s try , commerce and 
b a n k in g ; and who can b lam e h im  fo r  
fe e lin g  despondent, especia lly a fte r  
“ f l i r t in g ”  w ith  a banke r who m ay have 
decided th a t h is  s tore was ava ilab le  
n e ith e r fo r  s tree t financ ing  no r fo r  
am algam ation w ith  a chain? W ould i t  be 
su rp ris in g , then, i f  the  re ta i l m erchan t 
were to  have h is  sleep d is tu rbe d  by the  
v is ita tio n  o f a H ydra-headed Medusa­
lik e  m onster, each one o f whose heads 
presented a s t i l l  m ore d isq u ie tin g  and 
h o r r ify in g  aspect tha n  the  next? T h is  
m onster, except “ ne t p ro fits ,”  m ig h t ap­
pear as fo llo w s :
Head A —Volum e of sales static. . . .
Head B— Expense of operation up 10 
per cent. . . .
Head C— N et p ro fits  down 50 per 
cent. . . .
Head D — G row th  o f the  cha in 
store. . . .
Head E — Spread o f d ire c t ou tle ts  o f 
m a il-o rd e r houses. . . .
A Q uotation from  th e  A ssistan t Secre­
ta ry  of Commerce
M y d is ting u ish ed  namesake in  W ash­
in g to n  (D r. J u liu s  K le in , now  A ss is tan t 
Secretary o f C om m erce), rece n tly  dea lt 
w ith  the  p rob lem  o f the  independent 
m erchant and w ith  h is  status and func­
tio n . Said the  m ore il lu s tr io u s  D r. 
K le in :
“ The resource fu lness and freedom  o f 
ac tion  o f the  in d iv id u a l w i l l  a lways go 
fa r  to w a rd  o ffse ttin g  th e  advantage o f 
large-scale opera tions o f the  m ore com­
p lica ted  organ iza tions . In  fac t, these 
cha rac te ris tics  are the  m ost im p o rta n t 
factors in  m a in ta in in g  A m erican busi­
ness . . . the  vast m a jo r ity  o f indepen­
den t business m en w ith  na tive  a b ility ,  
w ith  a w illin g n e ss  to  w o rk , to  u til iz e  
new  m ethods, and to  take  advantage 
o f new cond itions, and w ith  a reason­
able m a rg in  o f cap ita l, have as g rea t op­
p o rtu n itie s  fo r  success today as ever be­
fo re— in  fac t, a g rea te r o p p o rtu n ity , be­
cause of the  steady advance in  ou r l iv ­
ing standards and b u y in g  power. . . . 
The independent m erchan t w ho fu n c ­
tions  in te ll ig e n t ly  as pu rchas ing  agent 
fo r  h is  com m u n ity  has a d is tin c t oppor­
tu n ity  to  rende r a re a l social service. . . . 
The p r in c ip a l in n o v a tio n  in tro du ced  by 
the  la rg e  co rp o ra tio n  is  b e tte r m anage­
m ent and the recognized va lue o f la rge - 
scale economies; b u t b ig  business has 
no copyrigh t on pro fitab le  methods, and 
mere b u lk  is by no means necessarily 
synonym ous w ith  efficiency. Evidence
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is  beg inn ing  to  accum ula te  to  show th a t 
the  answer to  some o f our gravest 
p rob lem s o f d is tr ib u tio n  lies in  the  c u r­
ta ilm e n t o f unnecessary costs in  the  pe r­
fo rm ance o f the  re ta il m e rch an t’s fu n c ­
t io n . O ur stud ies have dem onstra ted 
th a t in  m any cases the  p ro fits  in  h is  
fie ld , w h ich  is the  la s t and o fte n  the  
m ost c ru c ia l stage in  ou r d is tr ib u tio n  
process, are be ing  los t th ro u g h  waste­
f u l  and unnecessary practices, such as 
th e  accum u la tion  o f “ dead”  stock, the  
s o lic it in g  o f u n p ro fita b le  custom ers, the  
s tr iv in g  fo r  vo lum e o f business w ith o u t 
re g a rd  to  costs, the  use o f uneconom ic 
c re d it p ractices o r excessive d e live ry  
service. These are w a s te fu l practices 
w h ich , as a ru le , the  la rg e r opera tors 
avo id . There are m any examples w h ich  
show  th a t the  independent m erchan t 
w ho w i l l  adapt these p rinc ip le s  to  h is 
ow n business, re ta in in g  a t the  same 
tim e  those fea tu res w h ich  m ake h is  
s tore  p e c u lia r ly  a service in s t i tu ­
t io n  . . . does not need to  fear com peti­
t io n  fro m  any source. . . . T h ere  is in  
the  m aintenance o f th is  type o f m er­
chand is ing  a socia l p rob lem  o f g re a t im ­
portance. Our na tion  is b u ilt  upon the 
in d iv id u a lis m  o f ou r people— upon th e ir  
in it ia t iv e  and th e ir  service to  the  com­
m u n ity . There is a recognized place in  
the  com m u n ity  fo r  the  independent 
business m an who consc ientious ly  
s tr ive s  to  m eet th is  need. . ."
I  fee l abou t the  m a tte r unde r discus­
s ion as does the  o ffic ia l D r. K le in . M any 
fr ie n d s  in  the  depa rtm en t store fie ld  are 
o f the  same m in d  as w e ll.
We now proceed to  discuss the solu­
t io n  in so fa r as store co n tro lle rs  and cer­
tif ie d  p u b lic  accountants can c o n trib u te  
the re to , fu l ly  re a liz in g  the  ra p id ity  o f 
econom ic changes and n o t u n m in d fu l 
th a t yeste rday ’s sh ibbo le ths (vo lum e 
and m ore vo lum e, a t any cost, fo r  ex­
a m p le ), w h ich , b u t a sh o rt w h ile  ago, 
seemed the  open sesame to  eve r-m oun t­
in g  p ro fits  m ay seem dishonored and 
fo o lis h  g ibbe rish  today.
Some m easure o f sanely-tem pered 
enthusiasm  is essentia l to  success. U n­
less the  s tore  c o n tro lle r  and the  c e r t i­
fied pu b lic  accoun tant se rv ing  the  store 
are th o ro u g h ly  im bued w ith  the  b e lie f 
th a t the independent store should con­
tin u e  to  fu n c tio n  and unless th e y  are  
convinced th a t  such a  store can be con­
duc ted  p ro fita b ly , the y  shou ld  res ign  
bo th  as a m a tte r o f self-respect and in  
fairness to  the owner who wishes to  
c a rry  on. A nd  how  can th e  c o n tro lle r  
and the ce rtified  p u b lic  accoun tant best 
serve such a store?
The A ccountant and  th e  C ontro ller
A t  the  ve ry  ou tse t o f o u r in q u iry  we 
m ust appreciate the  fa c t th a t the  c lie n t 
or p rinc ipa l, w h ile  co n s titu tin g  a single 
group , by no means requ ires  the  same
so rt o f service in  every case. To i l ­
lu s tra te : Hum an beings on occasion 
requ ire  the services o f physicians. Some 
go th ro u g h  l i fe  h a rd ly  aw are o f the  
existence o f an M. D. O thers re q u ire  
h is  services c o n tin u a lly — or a t least 
th in k  they  do. Some re q u ire  h is  serv­
ices in  the  rem ova l o f an append ix a t  
least once! O thers m ay re q u ire  a tte n ­
tio n  fo r  a m isplaced septum . Y ou can 
f i l l  in  th e  res t o f th e  p ic tu re  fo r  y o u r­
selves.
One o th e r ana logy occurs to  me a t 
th is  po in t. The C. P. A . is in  the posi­
tio n  o f the  physic ian , who diagnoses the 
p a tie n t’s con d ition , and prescribes the  
course o f tre a tm e n t necessary. B u t no 
w h it  less im p o rta n t to  the  w e ll-b e ing  o f 
the  p a tie n t is the  constant, w a tc h fu l 
m in is tra t io n  o f a tra in e d  nurse— the 
c o n tro lle r. T rue , the  ana logy is no t 
a lto ge th e r happy. The con tro lle r-nu rse  
does m ore th a n  m ere ly  nurse the  pa­
t ie n t back to  hea lth . H e tr ie s  to  keep 
h im  h e a lth y  in  the  f irs t  place. A nd  i f
I  m ay be p e rm itte d  to  pursue the  
ana logy s t i l l  fu r th e r ,  the  p a tie n t should 
no t depend upon the  presence o f the  
con tro llex-nu rse  to  keep in  the  p in k  o f 
con d ition , b u t to  m ake assurance doub ly  
sure, he should ca ll in  the  C. P. A. 
doc to r a t pe rio d ic  in te rv a ls  to  sound h is 
h e a rt and lungs and o th e r equa lly  v ita l 
organs, so as to  head off, i f  possible, any  
dangerous! tendencies th a t  m ig h t m ake 
fo r  subsequent o rgan ic  derangem ent. 
Som etim es th e  c o n tro lle r  m ay be re a lly  
too close to  h is  job .
Now  as to  specific types o f service. 
These are those w ho assert th a t system 
in s ta lla tio n  and system revam ping are 
p r im a r ily  the  fu n c tio n s  of the  ce rtifie d  
pu b lic  accoun tant ra th e r  than  o f the 
c o n tro lle r. I t  depends on the  store  and 
on the  c o n tro lle r. I f  the  store is served 
by a K a tz , a C la rk , an Ig la ue r, i t  is 
qu ite  presum ptuous fo r  the  pu b lic  p rac­
t i t io n e r  to  unde rta ke  such service. B u t 
no t ne a rly  a l l stores are served by such 
o u ts ta n d in g ly  successful and accom- 
plished executives. E ven w ith  respect 
to  those stores w h ich  are no t n e a rly  so 
w e ll served, i t  is  m y  o p in ion  th a t the 
ce rtif ie d  p u b lic  accoun tant w i l l  p rove 
m ost h e lp fu l i f  he advises and co- 
operates w ith  the  c o n tro lle r  in  the  m a t­
te r  o f system w o rk , instead o f a tte m p t­
in g  to m onopolize th is  fu n c tio n , fo r  tw o 
reasons: (1 )  Successful procedure de­
pends on a tho ro ug h  fa m il ia r i ty  w ith  
the c le rica l personnel p rob lem  o f the 
store, on o th e r cond itions  p e cu lia r to  
the  store, and on the  com plete and 
fr ie n d ly  cooperation o f the  c o n tro lle r ;
( 2 ) m ere in s ta lla t io n  is fu t i le  w ith o u t 
a tra in e d  force to  operate it .  A ccord ­
in g ly , as the  success o f p rocedura l de­
vices depends, in  f in a l analysis, on th e ir  
e ffective em p loym ent, i t  seems to  me 
th a t the  engineer (here  the  c o n tro lle r ) ,
w ho is to  opera te the  m achine, shou ld  
p lay  an essentia l p a rt in  its  crea tion . 
M in d  you, I  am addressing m yse lf to  
cond itions  o f today. One o f the  ou t­
s tan d in g  c o n trib u tio n s  o f the  C o n tro l­
le rs ’ Congress is  the  spread o f techn ica l 
know ledge am ong a ll o f its  serious- 
m inded m em bers so th a t today no  one 
has a m onopo ly o f th e  essentia l in fo r ­
m a tio n  in  th is  fie ld . Ten years ago 
the re  was in f in ite ly  g re a te r need fo r  re ­
ta il store system specia lists.
D octor and  N urse
N a tu ra lly , except on an em ergency 
engagement, the  ce rtifie d  p u b lic  ac­
cou n tan t and the  m em bers o f h is  s ta ff 
shou ld  n o t a tte m p t to  rende r ro u tin e  
service to  th e  store. Such ro u tin e  ac­
t iv i t y  inc ludes no t o n ly  the  reco rd in g  o f 
transactions in  the  subs id ia ry  books, 
b u t also genera l ledger w o rk , in te rn a l 
a u d itin g , p re pa ra tion  o f de pa rtm en ta l 
c u rre n t op e ra ting  repo rts , p re pa ra tion  
o f op e ra ting  budgets, expense con tro ls , 
etc., etc. F a ilu re  to  observe th is  in ju n c ­
t io n  is analogous to  the  case o f a phy­
sic ian accepting a jo b  o f n u rs in g — a 
l i te ra l exam ple o f “ n u rs in g  the  jo b .”  
The s tore  is n o t w e ll served by the  cer­
tif ie d  p u b lic  accoun tant unless he de lib ­
e ra te ly  s trives  to  d ig n ify  the  po s itio n  o f 
s tore  co n tro lle r. The C. P. A . shou ld  
f irs t  m ake sure th a t the  c o n tro lle r  on 
the  jo b  is capable o f ren de ri ng in  f u l l  
m easure the  a d m in is tra tiv e  and super­
v is o ry  services cha rac te ris tic  o f th e  
m odern c o n tro lle r, o r  th a t he is a t least 
capable o f deve lop ing in to  such an exec­
u tive , and then  the  C. P. A . shou ld  s e ri­
ous ly  endeavor to  p re v a il upon the  store 
ow ner to  a v a il h im s e lf fu l ly  o f such 
services.
The Im portance of th e  A udit
B u t the re  is a store  service w h ic h  be­
longs p e c u lia r ly  and exc lus ive ly  to  the  
ce rtif ie d  p u b lic  accountant. The o r th ­
odox a u d it is  h is  p re roga tive . The 
p r im a ry  purposes o f such an a u d it, as 
a l l o f you know , is to  assure the  ow ner 
o f the  in te g r ity  o f the  en te rp rise  and o f 
its  personnel, som etim es to  survey and 
re p o rt on the  o rg an iza tio n , and a lm ost 
in v a r ia b ly  to  fu rn is h  statem ents fo r  the 
use o f banks and o th e r g ra n to rs  o f 
cred it. I t  is becom ing in c rea s ing ly  rare  
fo r  p ro p rie to rs h ip  to  depend on the cer­
tif ie d  pu b lic  accoun tan t’s re p o rt fo r  an­
nual and com parative operating results. 
T h is  is as i t  shou ld  be, because the 
p re p a ra tio n  o f such reports  is and 
shou ld  be w ith in  the  prov ince o f the  
con tro lle r, an executive on whom the 
store shou ld  re ly  fo r  th is  in te re s tin g  
and essentia l data. A s m any a store 
ow ner has learned, the  ce rtifie d  pu b lic  
accoun tant m ay be exceeding ly va luab le  
in  discussions based on these annua l r e ­
po rts , w h e the r o r n o t m od ified  by the  
au d it. A n d  r ig h t  here I  should lik e  to
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in te rp o la te  an observa tion  w h ich  is pre­
d ica ted on an in fo rm a l com p la in t 
aga inst a pu b lic  accoun ting  f irm  made 
to  me by one o f yo u r younger m em bers 
w h ile  I  was p res iden t o f the  New  Y o rk  
State Society o f C e rtified  P u b lic  A c­
countan ts. I  can re fe r  to  th is  in c id e n t 
w ith o u t v io la t in g  any personal o r p ro ­
fessiona l confidence. T h is  accoun ting  
f irm  was new to the  engagement. I ts  
re p o rt gave no c re d it to the  c o n tro lle r  
whose own s ta tis tic a l data com prised 
the  on ly  va luab le  p a rt o f the  account­
a n t’s report. N ot on ly  tha t, bu t a few  
inconsequential c l e r i c a l  erro rs —  
E V E R Y O N E  OF W H IC H  T H E  CON­
T R O L L E R  H A D  H IM S E L F  BR O U G H T 
TO T H E  A T T E N T IO N  OF T H E  IN ­
CHARGE SENIOR— were emphasized 
in  the  re p o rt as re fle c ting  d isc re d it on 
the con tro lle r and his  staff. As a m a t­
te r  o f fac t, the  c o n tro lle r  in  question, a 
young  m an o f rea l prom ise, zealous, 
lo y a l and en thus iastic , deserved recog­
n it io n  and com m endation . The in te res t 
o f th is  s tore w o u ld  have been best 
served by the  accoun tant had he made 
know n to  the owners o f the  store  th a t  
the  c o n tro lle r  on the  jo b  was p re ­
e m in e n tly  able and th a t th e  m anage­
m en t w o u ld  no t o n ly  be safe in  do ing 
so, b u t w o u ld  g re a tly  p ro fit  by e n tru s t­
in g  g re a te r a u th o r ity — the m odern en­
lightened tendency— to the con tro lle r. 
As i t  was, I  am confident, and I  so as­
sured m y young fr ie n d , th a t  h is  in te r ­
ests had n o t been pe rm an en tly  in ju re d  
by the  unw ise a tt itu d e  o f th e  account­
ant.
The p o in t w h ich  I  w ish  to  il lu s tra te  is 
th a t the  ce rtifie d  p u b lic  accoun tant in  
such an instance— and the re  are m any 
m ore th ro u g h o u t the  la nd— does no t 
serve the best in te rests  o f the  store, and 
does n o t e x h ib it en ligh tened  selfishness 
w hen he misses an o p p o rtu n ity  to  se ll 
the  c o n tro lle r  to  h is  own concern. In  
too m any s itu a tio n s  the  know ledge and 
the  a b il i ty  o f the  c o n tro lle r  are d is­
counted ; bu t, then, i t  is s t i l l  tru e  th a t 
a p rophe t is no t w ith o u t honor, save in  
h is  own country  and in  h is  own house.
Specialized Service
In  a d d itio n  to  th e  tech n ica l services 
a lready  b r ie fly  a llud ed  to , the  indepen­
dent store m ay re q u ire  incom e and 
o th e r ta x  services. Even tho ugh  the  
revenue law s are becom ing b e tte r 
know n , i t  is p ro ba b ly  w ise in  m ost in ­
stances to e n tru s t the  p re p a ra tio n  o f tax  
re tu rns  to the certified pub lic  account­
ant. T h is  is tru e  despite the  fa c t th a t 
some o f the  members of th e  C o n tro lle rs ’ 
Congress have achieved a rem arkab le  
degree o f fa m il ia r i ty  w ith ,  and un de r­
s tan d in g  of, the  revenue laws.
W hen a d d itio n a l assessments and 
possible re funds  are invo lved , the  need 
of the store is  best served when the m at­
te r  is  delegated to  the  p ro fess iona l ac­
coun tan t, som etim es in  associa tion w ith  
an a tto rn ey . B u t w h ile  the  actua l 
p re pa ra tion  o f the  c la im  and the  hand­
lin g  o f the  issue before the  ta x in g  
a u th o ritie s  should be in  the  hands o f 
the  ta x  specia list, i t  is undo ub te d ly  tru e  
th a t the  c o n tro lle r ’s assistance is f re ­
q u e n tly  o f ines tim ab le  va lue .
The C ontroller’s Congress as a  M odem  
U niversity
The R e ta il D ry  Goods A ssoc ia tion ’s 
in fluence has been extended in  fu lle s t 
measure th rough  the C ontro lle rs ’ Con­
gress, an o rg an iza tio n  w h ich  reveals 
m any o f the  cha rac te ris tics  o f the  m od­
e rn  u n ive rs ity . I f  I  were to  select the  
one ou ts ta nd ing  achievem ent o f the  As­
socia tion, I  w o u ld  say th a t  i t  is the  les­
son o f profitable cooperation w h ich  i t  
has ta u g h t the  re ta i l m erchan ts o f the  
cou n try . T h a t lesson has its  p ra c tica l 
application to the needs o f the moment, 
so fa r  as concerns the re ta il m erchant 
who wishes to continue to  ca rry  on as 
an independent store. I t  is essentia l 
th a t the cooperative measures w h ich  
have produced a b e tte r un de rs tand ing  
o f the  science and a r t  o f re ta ilin g , o f th e  
m any problem s w h ich  are pe cu lia r to  
th is  type o f d is tr ib u tio n , o f the  meas­
ures essentia l to  th e ir  so lu tio n , should 
be m ore fu l ly  u t iliz e d  than  ever before. 
Here the c o n tro lle r  is an indispensable 
agent. T h rou gh  groups w h ich  find  a 
close p a ra lle l in  the  u n iv e rs ity  sem inar, 
o p e ra ting  and o th e r da ta  m ay be safe ly  
exchanged c u rre n tly , com m on problem s 
evolved and solved, and sane, p ro te c tive  
and com petitive  devices created. The 
sym pa the tic  cooperation o f the  ce rtifie d  
p u b lic accountant, w ho m ay be in  the  
confidence o f independent stores and in  
whose in te g r ity  there is unquestioned 
fa ith ,  m ay be th e  in s tru m e n ta lity  w here­
by the  independent stores m ay secure 
a ll o f the  undoubted advantages o f the  
la rg e r cha in and s t i l l  m a in ta in  th e ir  in ­
dependence, t h a t  c h a ra c te ris tic a lly  
A m erican  t ra it ,  w h ich  the  A ss is tan t Sec­
re ta ry  o f Commerce g lo rie d  in , in  the  
q u o ta tio n  w h ich  I  presented to  you a 
few  m om ents ago. A nd  r ig h t  here is 
to  be found , in  m y op in ion , the  so lu tio n  
to the independent s to re ’s prob lem . 
T h rou gh  en ligh tened  cooperation , w ith  
a poo ling  o f those fu n c tio n s  w h ich  can 
be pooled to the  m u tu a l advantage of 
the  p a rtic ip a n ts , the  independent store 
m ay be assured o f the  economies neces­
sary  in  o rder to  safeguard existence, to 
prom ote  h e a lth fu l g ro w th , and to  as­
sure necessary p ro s p e rity ; so th a t the  
new er com p e titio n  m ay w e ll be, fo r  the  
independent m erchan t, on a happ ie r and 
a safer basis. On one hand, la rge bu lk  
managed by a cen tra lized  a u th o r ity , 
w h ich , even w here i t  is  possessed of 
pa ram oun t a tta inm en ts , is neverthe less
dependent in  its  fa r  ou t-s tre tches on 
necessarily  less com petent lieu te n a n ts ; 
on the  o th e r hand, se lf-con ta ined  in ­
dependent u n its  m anaged by owners 
w ho have w eathered the  in d u s tr ia l 
s torm s o f the  past, w ho kno w  th e ir  own 
lo ca litie s , who are tra in e d  in  the  needs 
and requ irem en ts  o f those lo ca litie s , 
and w ho are su rrounded  by executives 
(c o n tro lle rs , m erchandise men, and gen­
e ra l m anagers), in  in tim a te  touch w ith  
the  owners and responsive to  the  needs 
o f the  com m un ity .
P ublic  F inancing
N ow  i t  goes w ith o u t saying th a t the 
ow ner o f an independent store m ay w ish 
u lt im a te ly  to  a rrange fo r  a p u b lic  fina n ­
c ing. Such a desire m ay be pred ica ted 
on a Wish to  im p rove  the  cap ita l s tru c ­
tu re , to  secure a g rea te r measure o f in ­
terested and lo y a l service fro m  exec­
u tives  and employees, to  g ive th e  buy ing  
p u b lic  a fin a n c ia l in te re s t in  the  store, 
to  a rrange  fo r  a p a r t ia l w ith d ra w a l 
from  the enterprise, to  give an in te rest 
(o r a la rge r in te rest) to  members of 
the owner’s fa m ily , to  arrange m a t­
ters w ith  an eye to  the inevitab le  ac­
cou n tin g  w ith  the  in he ritance  tax  
a u th o ritie s . O f course, m ore tha n  a 
s ing le  one o f the  above-m entioned m o­
tives m ay exist. H ow  can the  c o n tro l­
le r and the certified pub lic  account­
an t best serve such a store?
So fa r  as its  needs are concerned, the 
c o n tro lle r  and the  ce rtifie d  pu b lic  ac­
cou n tan t w i l l  m eet its  c u rre n t techn ica l 
requ irem en ts  in  ways no t d iffe re n t fro m  
those a lready discussed. B u t here tw o 
essentia l needs sp ring  in to  being, to  w it,  
a g ro o m in g  o f the  o rgan iza tion  to  m ake 
possible a successful pu b lic  financ ing , 
and a tho ro ug h  un de rs tand ing  o f the  
im p lica tio n s  and consequences o f the  
contem pla ted step. I t  is a lm ost ax io ­
m a tic  th a t the  co n tro lle r, as a ru le , can­
n o t have prepared h im s e lf fo r  these es­
s en tia l tasks and needs, and th a t i t  is  to  
the  ce rtif ie d  p u b lic  accountant, w ho has 
specia lized in  these m atte rs , th a t the 
store m ust tu rn  fo r  advice and help. 
Space W ill n o t p e rm it d e ta ilin g  the  
s tandards w h ich  m ust be m et fo r  pu b lic  
fina nc ing  and the  p re lim in a ry  steps, 
som etim es in it ia te d  several years before 
the  fin a l cu lm in a tio n , w h ich  m ust be 
taken  to  assure a successful re su lt.
Tax P roblem s
Questions o f re s u lt in g  taxes, especial­
ly  F ede ra l incom e taxes, m ay also be o f 
m a jo r m om ent. W here th is  aspect o f 
the  s itu a tio n  is no t p ro p e rly  safe­
guarded, the  ta x  to l l  m ay be extrem e ly  
heavy; in  m any instances the  en tire  tax  
m ay be la w fu lly  avoided. F in a lly ,  in  
th is  connection, i t  m ay also be po in ted  
ou t th a t the  accoun tant m ay be in  a 
(C on tinued  on page 165)
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Regulation of Finance, Mortgage, and Related 
Companies in California
T H E  C a lifo rn ia  C o rp o ra te  S e c u r i­t ie s  A ct, a p p ro v e d  M ay 18,
19 27, as amended, provides 
fo r  the  re g u la tio n  and superv is ion  o f 
com panies, b rokers, agents and the sale 
o f securities.
L ik e  a ll acts o f a re g u la to ry  charac­
te r, the  act as o r ig in a lly  passed had its  
w eak po in ts , and am endm ents were 
fo u n d  necessary in  o rd e r th a t the law  
m ig h t fu l ly  safeguard the  investm ents 
o f the  pu b lic  in  bo th  C a lifo rn ia  corp­
ora tions  and fo re ig n  co rpo ra tions  o ffe r­
in g  th e ir  securities in  th is  state. The 
present C h ie f O fficer o f the C a lifo rn ia  
C o rpo ra tion  D epartm ent is H on. J. M. 
F rie d la n d e r, Com m issioner o f C orpora­
tions, who has a s ta ff o f h ig h ly  compe­
ten t assistants. The Commissioner has 
had a num ber o f vexing problems fo r 
so lu tion  since assuming office, most of 
w h ich  have been handled in  a most satis­
fac to ry  manner.
A  com p ila tion  shows th a t a substan­
t ia l  num ber o f F inance, M ortgage and 
R e lated Companies in  th is  sta te  e ith e r 
ceased business o r became in vo lve d  in  
f ina nc ia l d ifficu ltie s  d u r in g  the  fifte e n - 
m on th  pe riod  ended June 1, 1928, and 
p e rm its  p re v io us ly  issued to them  to 
se ll th e ir  securities were e ith e r sus­
pended o r revoked. In  o rd e r to  p re ­
ven t a re p e titio n , the  C om m issioner has 
prepared ce rta in  “ suggested cond i­
tio n s ”  w h ich  he now  has under con­
s id e ra tion , and under w h ich  pe rm its  to 
se ll secu rities  m ig h t be issued to corp ­
o ra tions , and has asked fo r  expressions 
o f op in ion  and cons truc tive  c r it ic is m  
fro m  C a lifo rn ia  C e rtified  P u b lic  Ac­
countants, a tto rneys, financ ie rs  and 
o thers, on these suggested ru les , w h ich  
a re  as fo llo w s :
Com panies should be cap ita lized  a t no t 
less tha n  $100,000. T h is  shou ld  be 
an irre d u c ib le  m in im u m .
P ro m o tio n  ra t io  shou ld  be n o t m ore 
tha n  10 pe r cent o f the  proposed cap i­
ta l.
Com m issions on stock sales shou ld  also 
be lim ite d  to  10 per cent, thus in ­
su rin g  a t least an 80 per cent d o lla r  
fo r  the  company.
T he  p ro m o to r to  invest no t less than  
$25,000 pe rsona lly , o f  w h ich  40 per 
cent m ig h t be in  cash, the  balance in  
notes payable w ith in  s ix  m onths.
T h a t the  com pany be re q u ire d  to  ac­
cum u la te  $25,000 in  cash before be­
g in n in g  business.
By C. EDW IN OYSTER, C. P . A.
T h a t the  com pany be req u ire d  to  m ake 
q u a rte r ly  fin a n c ia l repo rts  to the de­
pa rtm en t.
T h a t the  com pany be req u ire d  to  have a 
com plete a u d it made a n n u a lly  o f its  
a ffa irs  by a C e rtified  P u b lic  A ccount­
an t in  pu b lic  practice , approved by 
the  departm ent.
T h a t the  com pany be re q u ire d  to f ile  a 
copy o f said com plete a u d it w ith  the 
departm ent, im m e d ia te ly  upon its  
com ple tion .
T h a t the  com pany be req u ire d  to  send 
a copy o f its  ce rtifie d  balance sheet 
and p ro fit  and loss s ta tem ent fo r  the  
preced ing year to  a l l s tockho lders a t 
least tw o  weeks before the annua l 
m eeting  o f the  company.
I f  the  com pany is au thorized  to  issue 
inves tm en t ce rtifica tes o r savings cer­
tifica te s  o f any k in d , th a t i t  be re ­
qu ired  th e re a fte r to  create a special 
pe rm anent reserve b y  s e ttin g  aside
10 per cent o f the  annua l p ro fits  be­
fo re  paym ent o f d iv idends, i f  any, 
u n t i l  the reserve equals 25 per cent 
o f the  p a id - in  cap ita l.
T h a t the  certifica tes be fu r th e r  safe­
guarded, in  case o f issue, by the  crea­
t io n  o f a tru s t  fu n d  cons is ting  o f 
sound securities equal in  am oun t to 
110  per cent o f the  w ith d ra w a l va lue  
o f said certifica tes.
T h a t the  re g is tra r  and tra n s fe r agent 
cond itions be im posed on a l l com­
panies.
These proposed reg u la tion s  seem to 
meet w ith  the  hea rty  approva l o f fina n ­
ciers, a tto rneys, investors and account­
ants w ith  whom  I  have discussed them , 
and the consensus o f the  best op in ion  
is th a t th e ir  adop tion  w o u ld  adequate ly 
safeguard investm ents in  secu rities  o f 
such corpora tions, and as a re s u lt the 
o ffe rings o f such securities by a u th o r ity  
o f, and under the  re g u la tio n  o f the  
C a lifo rn ia  S tate C o rpo ra tion  D epart­
m ent, w ou ld  be m ore re a d ily  absorbed 
by investors w ith  an assurance th a t the 
enterprises, w ith  in te llig e n t m anage­
m ent, w o u ld  have b e tte r tha n  a fa ir  
chance o f success.
C ertified  P ub lic  A ccountan ts w i l l  see 
in  the  p ro v is io n  fo r  an annua l a u d it by 
C e rtified  P u b lic  Accountants, in  pu b lic
practice, ano the r fo rw a rd  step in  the 
developm ent and g ro w th  o f  p ro fessiona l 
accountancy, and a specia l acknow ledg­
m ent o f the  im portance  and va lue o f 
th e ir  services to  gove rnm en ta l agencies 
and the  pub lic .
I t  is to  be hoped th a t these suggested 
cond itions w i l l  be adopted in  the  in te r ­
est o f sound business, o f the  in ves tin g  
p u b lic  and the  state.
THE CONTROLLER AND THE 
C. P. A.
(C on tinue d  fro m  page 164) 
p o s itio n  to  he lp  select the  b a nk ing  
house, w h ich  w i l l  best serve the  needs 
o f a p a r tic u la r  store, and, perhaps m ore 
im p o rta n t s t i l l ,  be the  means o f avo id ­
in g  an a llia nce  w ith  an u n w o rth y  
banker.
T ransfer to  a  Chain
Instead o f w is h in g  to  con tinue  as an 
independent store o r to  a rrange fo r  
p u b lic  financ ing , the  owners m ay desire 
to  become th e  nucleus o f a chain, o r a 
m em ber o f an ex is tin g  cha in . The 
m otive  need no t de ta in  us. The ques­
t io n  in  w h ich  we are in te res ted  is, how  
can the  c o n tro lle r  and the  ce rtifie d  pub­
lic  accoun tant best serve such a store?
Q uestions o f financ ing , g room ing  and 
taxes loom  up in  th is  s itu a tio n  also. In  
ad d itio n , the  va lue  o f the  re la tiv e  con­
tr ib u tio n s  m ust be ascerta ined, weighed 
and ad justed, and ta c t fu l so lu tio ns  m ust 
be fou nd  fo r  the  p rob lem s o f o rg an i­
zation, the  question o f reassignm ent o f 
executives and o f co o rd ina tio n  o f th e ir  
endeavors. I t  m us t suffice to  say th a t 
ju s t  as the  ce rtif ie d  pu b lic  accoun tant 
m ay prove h e lp fu l in  connection w ith  a 
p u b lic  financ ing , so m ay h is  c o n trib u ­
t io n  be in va lu a b le  when the  u ltim a te  
goal is  the  chain.
In  th is  ta lk  I  have pu rpose ly  re- 
s tr ic te d  m y observations to  the  needs of 
the  independent store, and to  a discus­
sion o f  how  the c o n tro lle r  and the cer­
t if ie d  p u b lic  accoun tant m ay best serve 
such an en te rp rise . The problem s o f 
the  cha in  s tore  and o f the  m a il-o rd e r 
house— and they, too, have th e ir  p rob ­
le m s !— have n o t been a lto ge th e r over­
looked o r igno red. A  considerable p a rt 
o f the  discussion o f how  the c o n tro lle r  
and the  ce rtif ie d  pu b lic  accoun tant can 
best serve the  independent s tore is ap­
p licab le  to  the  o th e r tw o  types. A  de­
ta ile d  s tudy  o f th e ir  prob lem s fro m  the 
p o in t o f v iew  o f th is  paper is d is tin c t ly  
w o rth w h ile , and the  idea o f m ak in g
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such a s tudy  is h ig h ly  in tr ig u in g ;  b u t 
th a t  m ust be ano the r s to ry .
The Sword of Damocles
In  conclusion, none w i l l  deny th a t the  
independent store  appears to  be a t the  
p a rtin g  o f the  ways. W h e th e r i t  sha ll 
go the  w ay o f the  jo bb e r w ho proved an 
uneconom ic fa c to r in  the  pa th  o f com­
m erc ia l progress, o r w h e the r its  h is ­
to ry  of honorable and useful service 
sh a ll con tinue  u n in te rru p te d , depends 
less on the  cha in store and the  d ire c t 
o u tle t o f the  m a il-o rd e r house tha n  on 
the  independent s tore its e lf.  The sw ord 
o f Damocles appears suspended over the  
head o f ou r sub jec t; upon the  th rea d  
w h ich  suspends i t  are focussed, fro m  
tw o  sides, th e  b u rn in g  glances o f the 
tw o  com peting  forces w h ich  have re ­
cen tly  entered the fie ld ; m om en ta rily  i t  
w o u ld  seem th a t these in tru d e rs  were 
abou t to  sever the  th rea d— b u t between 
them  and i t  s tand the m u ltitu d e  o f in -
D A V ID  D O E , C. P . A ., h a d  h a d  a h a r d  t im e  in  s ta v in g  off M r. J o n e s ,  a n d  n o w  M r. J o n e s  w a s  
in  h is  office a n d  h a d  b e e n  fo r  n ig h  a  
h a lf - h o u r .  J o h n  J o n e s  w a s  th e  m a s te r  
s a le s m a n  o f th e  G re a t  A t la n t ic  & P a c i ­
fic H o m e  S tu d y  I n s t i tu te ,  a n d  in  r e ­
s p o n se  to  o th e r  s a le s m e n ’s r e p e a te d  
s ta te m e n ts  t h a t  C. P . A ’s w e re  th e  
h a r d e s t  p ro s p e c ts  to  la n d , M r. J o n e s  w a s  
o u t  sh o w in g  t h a t  i t  c o u ld  be  d o n e . M r. 
D oe w as  h is  u n w il lin g  v ic tim . M r. D oe 
h a d  m a n a g e d  to  p u t  h im  off th e  f ir s t  
tw o  t im e s  h e  h a d  c a lle d , b u t  to d a y  h e  
h a d  b e e n  tra p p e d .
O rd in a r ily , a t th is  tim e  o f th e  m onth , 
M r. Doe and h is  ju n io r  w o u ld  have 
been busy a u d itin g  th e  H . &  N. Nov­
e lty  Company. B u t the  week before 
C hris tm as the  la s t th in g  desired the re  
was the  a u d ito r ’s presence. Hence M r. 
Doe had to ld  h is  ju n io r  he m ig h t have 
the day off fo r  C hris tm as shopping, and 
he h im se lf was busy s tu d y in g  the  p ro ­
v is ions o f the  new ta x  le g is la tio n  and 
b ru s h in g  up, in c id e n ta lly , on some o f 
the less fa m ilia r  parts o f the old.
The stenographer had gone to  lu nch  
ea rly , w ith  perm iss ion to  stay la te , and 
M r. Doe was alone in  h is  office. M r. 
Jones had figu red  he w o u ld  be. T h a t 
was w h y  he was a m aste r salesman—  
one ju m p  ahead o f the  custom er.
A nd  so fo r  25 m inu tes  Doe had l is t ­
ened to  M r. Jones’ p resen ta tion , and 
adm ired  the  ready flow  o f M r. Jones’ 
language; the  ease w ith  w h ich  M r. 
Jones, dism issed ob jections and fo re ­
dependent store ow ners; each ow ner is 
surrounded by h is genera l s ta ff (con­
tro lle r ,  genera l m anager, m erchandise 
m en ). In  the  eyes o f  some, signs o f 
panic are  v is ib le ; the  g re a t m a jo r ity  
c le a rly  d isp lay  courage— courage fo u n d ­
ed on reco lle c tion  o f past v ic to ries , o f 
w o rth  w h ile  achievements, of successful 
m astery  o f m an-sized problem s. W h a t 
w i l l  the fina l s tory be? T ha t th is  re­
v ie w e r does no t unde rtake  to  say, b u t 
he does ven tu re  the  assertion  o f the  
b e lie f th a t bo th  the  sw ord  and its  sup­
p o r tin g  th rea d  w i l l  be la id  aside, and 
th a t the  independent store, u t i l iz in g  the  
guides and d irec tio ns  fu rn ish e d  by the  
co n tro lle r, w i l l  con tinue  to  fu n c tio n  
w ith  sa tis fa c tion  to  the  com m u n ity  
w h ich  i t  serves and w ith  p ro fit  and hon­
o r to  its e lf;  and th a t fo r  a lo n g  w h ile  
to  come the  ce rtif ie d  p u b lic  accoun tant 
and the c o n tro lle r  w i l l  be p riv ile g e d  to  
cooperate in  serving the best in terests 
o f the  store.
s ta lled  questions. F in a lly ,  M r. Jones 
made h is  fine p e ro ra tion , and he ld  ou t 
h is  fo u n ta in  pen fo r  M r. Doe’s s igna­
tu re . M r. Doe was qu ite  sincere when 
he said th a t n o th in g  w o u ld  please h im  
m ore tha n  to  subscribe. B u t facts 
were facts.
M r. Jones cou ld  see he w asn ’t  m ak­
in g  any m oney today. M r. Jones m ust 
kno w  the  s tra in  th a t C hris tm as g iv in g  
p u t on everyone’s pocketbook. Besides, 
M r. Doe had a p re m ium  on h is  b iggest 
l i fe  insurance due on Jan ua ry  f irs t,  and 
even tho ugh  M r. Jones’ te rm s were 
easy and the  f irs t  paym ent sm a ll, he 
ju s t  cou ld no t p u t i t  down now. A n y ­
how, he w ou ld  n o t th in k  o f con tra c tin g  
a $ 210 .00  o b lig a tio n  w ith o u t ask ing  his 
w ife .
M r. Jones was n o t a t a l l discon­
certed. “ F in e ,”  he said, “ I ’m  sure Mrs. 
Doe w i l l  approve. W hy, one o f m y re­
cent custom ers te lls  me th a t h is  w ife  
looked over ou r set o f 24 handsom e v o l­
umes and dipped in to  V o lum e IV  (B u s i­
ness o f p roduc ing  V o lum e IV  fro m  h is 
sales k i t  w ith  the  ease bo rn  o f long  
practice, w h ich  seemed p o s itive ly  m ag­
ica l to  M r. Doe) and by a p p ly in g  the  
p rinc ip le s  o f p la n t m anagem ent found  
there , had rea rranged h e r k itc h e n  and 
p a n try  so as to save herse lf any quan­
t i t y  o f tim e  and e ffo r t.”
M r. Doe was n o t fe ig n in g  h is  ex­
clam ation. “ B u lly ! I ’ve tr ie d  ever since 
w e ’ve been m a rrie d  to  get L a u ra  to  do 
som eth ing lik e  th a t, b u t she w o n ’t  lis te n  
to  me. W ith  servants ha rd  to  get a t
any p rice  and s t i l l  ha rde r to keep, she’s 
done n e a rly  a l l the  housew ork. B u t 
w h ile  she’s p e rfe c tly  w i l l in g  to  have me 
help he r w ith  it ,  she b it te r ly  resents 
any suggestion I  m ake abou t do ing i t  
d iffe re n tly  and be tte r. Maybe th is  w ou ld  
he lp .”
M r. Jones fa ir ly  beamed. As usual, 
he had fou nd  the  c h in k  in  the  pros­
pect’s arm o r of sales resistance. “ A ll 
r ig h t, M r. Doe, ju s t take th is  home and 
I ’l l  be in  to m o rro w  fo r  y o u r o rd e r.”  
Business o f pack ing  up h is sales k it .  
“ B y  the  way, do you know  M r. L ? ”  D id  
M r. Doe know  M r. L !  M r. L  generally 
reputed to  have one o f the five la rges t 
incomes o f a ll C. P. A ’s. C e rta in ly  he 
knew  h im .
“ W e ll, ”  w e n t on M r. Jones, “ He sub­
scribed to  o u r course some years ago. 
A n d  he app lied  business m ethods in  the 
home h im se lf, w ith  g rea t success. You 
kno w  (M r. Doe d id n ’t  know , b u t he 
kept s ile n t) ,  h is  practice  is such th a t 
he has m any la te  a fte rn oon  conferences, 
and as a re s u lt, he was con s tan tly  la te  
fo r  seven o ’c lock d inn e r. H is  w ife  was 
g rea tly  distressed, fo r  the  three servants 
com pla ined g re a tly , and con tinuous ly  
q u it th e ir  jobs. So M r. L  said he’d fix  
i t .  A n d  he d id , by the  ap p lica tio n  o f a 
sound p rin c ip le . O vertim e w o rk  de­
serves ove rtim e  pay. Now  every tim e 
he is la te  fo r  d inn e r, each servant gets 
a d o lla r. The re s u lt is th a t M r. L  no 
lo ng e r has to  w o rry  th ro u g h  the con­
ferences, the  servants rem a in , and M rs. 
L  is happy.”
M r. Doe tha nked  M r. Jones, and the 
la t te r  departed, never fo r  a m om ent 
d o ub tin g  th a t a signed subscrip tion  
b la n k  w o u ld  a w a it h is  re tu rn  on the  
m orrow .
M r. Doe th a t n ig h t w en t home and as 
no nch a la n tly  as possib le to ld  M rs. Doe 
a ll abou t h is  ca lle r. M rs. Doe was no t 
impressed. A f te r  d in n e r he b roke the 
long  a rm is tice  abou t the p rope r w ay 
to  wash dishes, and the  sc ien tific  w ay 
to  d ry  and stack them  to  accom plish 
the  w o rk  w ith  the  m in im u m  o f e ffo rt, 
and have them  m ost re a d ily  ava ilab le  
fo r  b re ak fas t in  the  m orn ing . H is  w ife  
countered w ith  acid rem arks  on m an ’s 
genera l in cap ac ity  in  the  k itche n , and 
he r husband ’s in  p a rtic u la r. Then M r. 
Doe played h is  tru m p  ace.
“ You seem to fo rg e t, m y dear, th a t 
the  b iggest fee I  ever earned was fo r  
la y in g  o u t the  Z Com pany’s office and 
ro u tin g  the  w o rk  s c ie n tif ic a lly . W h y  
shouldn’t  I  be able to  apply successful 
business m ethods to  the  hom e?”
M rs. Doe fa ir ly  pounced on h im . “ I f  
y o u ’d go out and earn m ore fees lik e  
th a t we m ig h t keep one servant instead 
o f the  th ree  you were saying M rs. L  
has, and then  n e ith e r o f us w o u ld  have 
to  bo the r w ith  the  dishes.”
M r. Jones did n o t get the order.
BUSINESS METHODS IN THE HOME
This sh o rt story  being 100 p e r  cen t tru e , except as to  nam es, th e  au th o r p refers
to  rem ain  anonym ous.
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Questions and Answers Department
D E F IC IT  R E S U LT IN G  FROM RE­
V IS IO N  OF D E P R E C IA TIO N
One of our readers has asked fo r  an 
answer to  the fo llo w in g  s itua tion :
“ The corpora tion w ith  w h ich  I  am em­
ployed has bu ild ings  and equipm ent 
w h ich  were purchased in  1907. No de­
p rec ia tion  was taken on th is  p roperty  
u n t il 1916, when an a u d ito r of the In te r­
na l Revenue Bureau checked up on the 
Income Tax Returns and called a tten tion  
to  the om ission of the depreciation 
charge. W hen a complete rev is ion  of the 
depreciation was made and reserves were 
set up, i t  resulted in  causing the books 
to  show a deficit. The present manage­
m ent objects to  show ing the de fic it on 
the balance sheet as the corpora tion has 
made p ro fits  consistently fo r  fifteen years 
bu t has pa id most of them  out in  d iv i­
dends. Is  there any proper method of 
e lim in a tin g  th is  de fic it account?”
T h is  de fic it is  apparently  the resu lt of 
losses in  early  years w h ich  have not been 
offset by p e rm ittin g  p ro fits  to  accumulate 
in  sufficient am ount to  e lim ina te  the  defi­
c it. The de fic it is  apparently  an actual 
statem ent o f the cond ition  and the e lim ­
in a tio n  of i t  does not depend upon ac­
counting  methods but upon the po licy  of 
the corporation. I f  the Board of D irec­
to rs  w i l l  adopt a po licy  o f accum ulating 
some of the  p ro fits  instead of d is tr ib u t­
in g  a ll of them, the de fic it can be e lim ­
inated as qu ick ly  as the accum ulation be­
comes large enough. So fa r  as the pres­
ent balance sheet is concerned the defic it 
is  a fac t and m ust be stated.
PROPERTY H E L D  BY  TRUSTEE
The fo llo w in g  question has been asked 
by one of our readers:
“ In  a u d itin g  the books of a corpora tion
I  asked fo r the deeds and abstract o f t it le  
to  the several parcels o f rea l estate on 
w h ich  the company’s m anufac tu ring  p lan t 
was located. T h is  p roperty  was carried 
on the books a t $200,000 fo r  the land, 
and bu ild ings $350,000. I  was in fo rm ed 
th a t the corpora tion had no deeds to  th is  
p rope rty  bu t th a t i t  was held by M r. 
B lank, the president o f the corporation. 
T h is  was confirm ed by the abstract of 
t i t le  and county records. M r. B la nk ’s 
exp lanation was th a t a ll of the stock of 
the corpora tion was held by h im se lf and 
members of his fa m ily  and tha t the bank, 
where i t  was necessary to  borrow  money, 
was w ill in g  to lend on M r. B la nk ’s note,
EDITOR, W. T. SUNLEY, C. P . A., 
(Mich.)
E d u c a tio n a l D ire c to r , I n te r n a t io n a l  A c ­
c o u n ta n ts  S o c ie ty ,  In c .
bu t objected to  m aking  loans to the cor­
poration. He ind ica ted th a t the t i t le  
w ould not, in  any case, be transfe rred  to  
the corporation. W hat I  desire to  know  
is w hether i t  is proper in  such c ircum ­
stances to  ca rry  th is  prope rty  on the 
books as an asset o f the corpora tion.”
In  answering th is  question i t  should 
be accepted th a t the prope rty  may belong 
to the corpora tion even though i t  is  held 
in  the name of some in d iv id u a l who is 
ac ting  as trustee fo r the corporation. 
F o r example, i f  t h is p rope rty  was pu r­
chased w ith  corpora tion funds the fact 
th a t the deeds are made to  an in d iv id u a l 
does not necessarily mean th a t the  cor­
pora tion  is no t en titled  to  the property. 
W here an in d iv id u a l is ac ting  as a tru s ­
tee and holds p rope rty  fo r  the corpora­
t io n  i t  is proper fo r  the corpora tion  to  
ca rry  th is  p rope rty  on its  books as an 
asset; bu t a no ta tion  should be made at 
the top of the account g iv in g  a descrip­
tio n  of the circumstances. I t  is  desirable 
th a t an agreement of trusteeship should 
be in  the possession of the corpora tion 
as evidence of the fact th a t the property  
re a lly  belongs to  the corporation. A n  
au d ito r in  p repa ring  a report should ca ll 
a tten tion  to  the fac t th a t the prope rty  
is held in  the  name of some in d iv id u a l 
and not in  the  name of the corporation. 
No balance sheet should be certified w ith ­
out a complete exp lanation of the c ir ­
cumstances embodied in  the balance 
sheet.
SOLUTION TO PRO BLEM  1, P A R T I I
P r a c t ic a l  A c c o u n tin g , M ic h ig a n  C. P . A .
E x a m in a tio n , N o v e m b e r , 1928
T H E  X  M A N U F A C T U R IN G  C O M P A N Y  
B a la n c e  S h e e t  
D e ce m b e r 31, 1S27
A S S E T S
F ix e d  A s s e t s s
L a n d  .......................  30,000
B u ild in g s  ............. 100,000
M a c h in e ry  a n d
E q u ip m e n t  . 68,000
168,000
L e s s — A llo w a n c e
fo r  D e p re c . . . 6,000 162,000
T o ta l  F ix e d  A s s e ts  ....................... 192,000
T o ta l  A ss e ts
L I A B I L IT IE S  
C u rr e n t L ia b i l i t ie s   
N o te s  P a y a b l e . .  
A ccts . P a y a b le .  . 
A c c ru e d  P r o p ­
e r ty  T a x e s  . . 
A c c ru e d  F e d e ra l  
In c o m e  T a x e s .
316,637
1 0 0 ,0 0 0
21,500
3,000 
1,368
T o ta l  L ia b i l i t ie s  .........................  125 ,868
N E T  W O R T H  
C a p i ta l  S to c k  . . . .  200,000
D e fic it :
N e t  P r o f i t  f o r
y e a r  .................. 10,769
L e s s — D iv id e n d s
P a id  ..................  20,000 9,231
T o ta l  N e t  W o r th  ....................... 190,769
T o ta l  L ia b i l i t ie s  a n d  N e t  W o r th .  316 ,637 
T H E  X  M A N U F A C T U R IN G  C O M P A N Y  
P r o f i t  a n d  L o s s  S ta te m e n t  
fo r  th e  y e a r  e n d in g  D e c e m b e r  31, 1927
S a le s  ........................................
C o s t o f  G o o d s S o ld :
M a n u f a c tu r in g  C o s t s :
(S e e  S c h e d u le  o f  U n it  
C o s t o f  G oods M a n u ­
f a c tu r e d )
T o ta l  M fg . C o s ts  . . . .  $343,000 
L e s s — G o o d s in  P ro c e s s
In v . D ec. 31, 1 9 2 7 . .  35,930
C o st o f  G o o d s M fd . . 307,070 
L e s s  —  F in i s h e d  G oods 
In v . D ec. 31, 1927 .
$328 ,500
C o s t o f  G o o d s S o ld .
G ro ss  P r o f i t  o n  S a l e s ____
S e llin g  a n d  A d m in . E x p . : 
S a le sm e n ’s  S a la r ie s  . . .
A d v e r t is in g  .........................
O ffice S a la r ie s  ..................
Office E x p e n s e s  ...............
S a le s  D is c o u n ts  ...............
B a d  D e b ts  ............................
D ir e c to r s ’ F e e s  . . . . . . .
30,707
12 ,0 0 0
5,000 
1 0 ,0 0 0
8 ,000
4,000
4,000
1 ,000
276,363
52,137
44,000
C u rr e n t A s s e ts :
C a s h  .......................
A c co u n ts  R e c e iv ­
a b le  ...............
I n v e n to r i e s :
$1,000
17,000
N e t  P r o f i t  o n  S a le s  ..........
O th e r  In c o m e  :
P u r c h a s e  D is c o u n ts  . . . .  
I n t e r e s t  E a r n e d  ..................
8,000
2,000
8,137
10 ,000
M a te r ia ls  . . . .  
G oods in  P r o ­
$40,000
D e d u c tio n s  f ro m  I n c o m e :
18,137
cess  ............... 35,930 I n t e r e s t  P a id  .......... ............ 6,000
1,368F in is h e d  G oods 30,707 106,637 F e d e r a l  In c o m e  T a x  . . . . 7,368
T o ta l  C u r r e n t  A s s e ts  .............$124,637 N e t  P ro f i t  f o r  y e a r 10,769
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THE X  MANUFACTURING COMPANY 
Schedule of Unit Cost of Goods Manufactured 
for the year ending December 31, 1927
Less—Inventory, Dec. 31, 1S27.
Material Used ...................................
Direct Labor .....................................
Burden (63% of Direct Labor) :
Superintendence ......................
Indirect Labor ...............................
Power and Light ........................
Depreciation ...................................
Repairs ............................................
Supplies ............................................
Taxes ................................................
Total Burden ............................
Totals .......................................
Mr. Blank, Accountant,
The X Manufacturing Co.
Dear Sir:
In the course of my audit of the X 
Manufacturing Company for the period 
ending December 31, 1927, I found that 
your calculation of the Cost of Goods 
Manufactured included a number of ex­
penses not properly chargeable to factory 
burden. In your calculation you took the 
net balance of $100,000 of the Expense 
Control Account as burden, whereas, the 
analysis of this account shows that $50,-
000 of the total was expended for office 
salaries and expenses, advertising, sales­
men’s salaries, sales discounts, director’s 
fees, interest and bad debts, none of 
which should be included in factory bur­
den. The elimination of these expenses 
and the inclusion of the charge of $3,000 
for accrued taxes, which had not been 
entered on the books, makes the net 
amount of expenses properly chargeable 
to factory burden $63,000.
The effect of these corrections is, of 
course, to reduce the goods in process in­
ventory and the finished goods inventory. 
The attached copy of the schedule of the 
unit cost of goods manufactured shows in 
detail how the corrected values for the 
inventories and the Finished Goods Sold 
are calculated.
In order to bring your books into agree­
ment with the Balance Sheet and Profit 
and Loss Statement of my audit report 
the following journal entry should be 
made:
Profit and Loss .................  $11,731
Goods in Process Inv. . . $4,070
Finished Goods Inventory 3,293
Accrued Property Taxes. 3,000
Accrued Federal Income
Taxes ..............................  1,368
To correct accounts as result of audit o f . . .  .
In future a separate burden account 
should be carried on the books and this 
burden account should include only
Finished Goods F inished
M anufactured Goods F inished
Total In (5,000 U nits) Inven­
tory
Goods
M anufac­
turing
P rocess Sold
Inven­
tory
U nit (500 (4,500
Costs Amount Cost U n its) U nits)
$220,000
40,000
180,000 $18,000 $162,000 $32.40 $16,200 $145,800
100,000 11,000 89,000 17.80 8,900 80,100
5,000 550 4,450 .89 445 4,005
5,000 550 4,450 .89 4 45 4,005
35,000 3,850 31,150 6.23 3,115 28,035
6,000 660 5,340 1.07 534 4,806
5,000 550 4,450 .89 445 4,005
4,000 440 3.560 .71 356 3,204
3,000 330 2,670 .53 267 2,403
63,000 6,930 56,070 11.21 5,607 50,463
343,000 35,930 307,070 61.41 30,707 276,363
charges that are properly classified as 
factory expense. It should not include 
any items that represent expenditure for 
the office, selling or general administra­
tive expense.
Very truly yours,
Signed) -------- , C. P. A.
INTERSTATE MEETING
In response to the invitation from the 
Kentucky Society of Certified Public 
Accountants, accountants from the 
states of Illinois, Missouri, Ohio and 
Tennessee joined with their Kentucky 
brethren in an in terstate meeting at 
Lexington on May 30 and 31, 1929. 
The meeting was planned for the pur­
pose of enlarging the acquaintanceship 
of the certified men in the neighbor­
ing states.
The idea was sponsored by W. A. Hif­
ner, Jr., of Lexington, President of the 
State Board of Accountancy and former 
President of the Kentucky Society of 
Certified Public Accountants, who acted 
as Controller General for the meeting, 
ably assisted by Mrs. Hifner, who acted 
as Chairman of the Ladies’ Committee.
Thursday morning the lobby of the 
Phoenix Hotel was the meeting place 
for registration, and just prior to noon 
the group started for the Ashland Coun­
try Club, where luncheon was served 
with the Kentucky Society as host. 
Following luncheon Sam Eskew, of 
Louisville, President of the Kentucky 
Society, welcomed the group informally 
and introduced Dr. Edward Weist, Dean 
of the School of Commerce of the Uni­
versity of Kentucky, who gave an ex­
tended welcome and commented on the 
increased educational requirements of 
certified men as compared with former 
years.
Following the luncheon those who 
were interested in golf had a qualifying
round at the Country, Club. A second 
group decided that other types of ath­
letic contests, including a good swim, 
were more to their liking, but forty of 
the party elected to visit the fine stock 
farms for which Kentucky is famous. 
During the afternoon the group made 
calls on Man O’ War, Crusader, Mars, 
Noah, American Maid, and several 
other of the noted Kentuckians.
In the evening the ladies busied them­
selves in bridge and the men indulged 
in a business meeting, which took the 
form of a question box round table un­
der the leadership of the Secretary of 
The American Society. Two hours and 
a half were spent in discussion grow­
ing out of questions which were asked 
as rapidly as the preceding one had 
been answered.
Friday morning the qualifiers in golf 
from the preceding day started out to 
better their scores in some instances 
and increase them in others. The larger 
part of the group were taken by auto to 
Shakertown Inn for lunch. A couple 
of hours were spent in visiting the 
home of one of the most noted attempts 
at community life in this country. After 
luncheon the group went on to the old 
Fort at Harrodsburg, from which Clark 
started on his famous trip  to the north­
west territory. This has been repro­
duced and most of the furnishings 
which the building contains hark  back 
to the date when it was originally 
established. A return was made 
through Danville, the seat of Center 
College, and by the Dix River Dam.
In the evening a banquet was held 
at the Phoenix Hotel. The speaker was 
Paul W. Pinkerton, of Chicago, who 
took as his subject “The Strange Case 
of the Accountant vs. Humor,” taking 
as his text the general statem ent that 
“The sole object of business is the mak­
ing of profits. Accounting is not an 
end in itself— it is only a means to the 
end of making profits. The books of 
account are not simply a place to store 
information, but their true purpose is 
as a place from which to obtain infor­
mation.” Pinkerton for an hour mixed 
humor with accounting wisdom in such 
a manner as proved to be not only 
profitable to the listeners but interest­
ing as well.
Following the program prizes were 
awarded by M. B. McMullen, of Louis­
ville. The bridge prizes went to Miss 
Rastert, of Cincinnati, Mrs. Rouse, of 
Covington, Kentucky, and a special 
prize to Mr. Dowell, of Louisville, who 
was the only man with sufficient cour­
age to enter the bridge contest.
In awarding the golf prizes, Mc­
Mullen called attention to the fact that 
while, without mathematical question, 
Messrs. Eskew and McMullen were en- 
( Continued on page 188)
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Talking Shop
A  DEPARTMENT CONDUCTED BY L . GLUICK, C. P. A.
CE R T A IN L Y , w e w e lco m e  la d ie s  to  o u r  sh o p . M iss M a r ia n  G lu e ck  sa y s  t h a t  w h ile  sh e  is  
n o t  a  C. P . A . h e r s e l f ,  sh e  w o rk s  fo r  
K le in , H in d s  a n d  F in k e  o f N ew  Y ork , 
a n d  sh e  is  a  m e m b e r  o f  P h i  B e ta  K a p p a  
f ro m  V a ss a r .  ( 1 9 2 0 ) .
A lb e r t  R ussell G riffith , C. P. A ., o f 
I l l in o is ,  also rep o rts  th a t  he is  a m em ­
ber o f P h i Beta Kappa, Denison U n i­
ve rs ity .
WE hope the pacifis ts  w o n ’t  ju m p  on 
th is  pa rag raph  as a h o rr ib le  ex­
am ple o f m ilita r is m . W e also tru s t  
th a t the  “ p a tr io t ic ”  societies w i l l  no t 
ho ld  i t  up as a specimen o f good w o rk  
fo r  a rig h teo us  cause. A l l  we w a n t is 
in fo rm a tio n , w h ich  we believe is o f in ­
te res t to  o u r readers. H o w  m any o f ou r 
profession are go ing to  serve th is  sum­
m er in  some fo rm  o f m il i ta r y  a c tiv ity ?  
W il l  they pa rtic ipa te  in  the Reserve Of­
fic e r ’s T ra in in g  Camps o r  N a tio n a l 
Guard maneuvers? W il l  they go fo r  a 
cruise w ith  the N aval M il i t ia  or Reserve? 
W il l  th e ir  ju n io rs  attend the C itizens’ 
M il ita ry  T ra in in g  Camps?
Please le t us kno w  o f any such a c t iv i­
ties  on th e  p a r t o f yourselves o r m em ­
bers o f y o u r s ta ff. A  posta l w i l l  suffice.
A N E N T  the  re la t io n  o f insurance to  
f in a n c ia l statem ents, no ted in  ou r 
F e b ru a ry  departm ent, the  case o f Sol­
om on A lb e r t  aga inst New  Y o rk  Loan & 
S ecu rity  Co., et. a l., in  the  A pp e lla te  
D iv is io n ' o f the  New Y o rk  Supreme 
C o u rt is  ve ry  in te re s tin g . I t  w i l l  p ro b ­
ab ly  be taken  to  the  C o u rt o f Appeals, 
the  h ighes t co u rt in  the  State o f New 
Y ork. Pending a fina l decision there­
fo re  we w i l l  n o t even a tte m p t to  sum ­
m arize  it ,  b u t advise those in te rested  to  
w a tch  it .
W E  acknowledge w ith  thanks a leaflet 
pub lished  by  the  A m erican  G uar­
a n ty  &  T ru s t Co. o f W ilm in g to n , Dela­
ware, dea ling  w ith  the  O rgan iza tion , 
A dvantages and Cost o f D e law are cha r­
ters. W e also no te  w ith  m uch in te re s t 
the  fo rm a tio n  o f the  N a tio n a l Land  
V a lue  R e fu n d in g  Co. o f New  Y o rk , 
whose purpose i t  is to  insu re  purchasers 
aga inst loss o f subd iv is ion  re a lty . I f  
on ly  i t  had been in  existence d u r in g
1926, when the  F lo r id a  and R ockaw ay 
booms were in  th e ir  g lo ry !
B Y  the  tim e  th is  gets in to  p r in t  the  fa te  
o f a b i l l  e n tit le d  “ To reg u la te  the  
au d its  o f c ities, counties and a ll o th e r 
p o lit ic a l subdivisions, House B i l l  413,”  
in tro du ced  in  the  c u rre n t session o f the 
F lo r id a  Le g is la tu re , w i l l  p ro ba b ly  have
been settled. I t  is abou t as in e p t hand­
lin g  o f a w o rth y  sub ject as cou ld  w e ll be 
im agined . T h a t these subd iv is ions 
shou ld  be re g u la r ly  au d ited  by C. P. A ’s 
is unquestioned. B u t the  m ethod  p re ­
scribed is  pern ic ious, ten d in g  to  ag­
gravate the abuses i t  is designed to  
prevent.
I T  seems th a t n o t enough tim e  has 
elapsed since th e  end o f the  ta x  sea­
son to  le t  o u r readers catch up w ith  
th e ir  book-to -read o r else they  have 
been so absorbed w ith  the  fine  sp ring  
crop o f li te ra tu re  th a t  they  have had 
no tim e to  w r ite  us about it ,  as requested 
in  the  A p r i l  issue. H ow ever, we have 
the  fo llo w in g  repo rts , w h ich  in d ica te  
a g rea t d iv e rs ity  o f taste as w e ll as 
sound ju d g m e n t. One has read w ith  
m uch loss o f sleep M E E T  G E N E R A L  
G R AN T, by W . E . W oodw ard  (H orace 
L iv e r ig h t,  In c .) A n o th e r fro m  Tennes­
see re p o rts  th a t T IN  W E D D IN G  by M ar­
ga re t Leech (B o n i &  L iv e r ig h t ) ,  proved 
an en joyab le  te n th  w edd ing  an n ive rsa ry  
g ift .  And another asserts th a t 14 
G R E A T  D E T E C T IV E  STO RIES (M od­
ern  L ib ra ry , In c .) ,  is a, good book to  
have in  the  a u d it bag to read w h ile  
going from  one engagement to  another. 
A  Canadian says th a t he does no t th in k  
his A m erican  ne ighbors kno w  a n y th in g  
abou t the  lite ra tu re  o f the  D om in ion , 
and suggests th a t C A N A D IA N  SHORT 
STORIES by Raym ond K n is te r  (M ac­
M il la n ) ,  w o u ld  m ake a fine  in tro d u c ­
tio n . As fo r  magazines, one w r i te r  who 
describes h im s e lf as a “ ju n io r  ju n io r , ”  
says he is  so busy s tu d y in g  such good 
textbooks as M on tgom ery ’s A u d it in g  
and M r. Sun ley ’s Q. &  A . D epartm ent, 
th a t he has tim e  o n ly  fo r  the  ARGOSY 
M A G A Z IN E , b u t th a t he never misses a 
copy o f th a t, and reads i t  com plete.
T H IS  le tte r  con ta ins a good idea about 
the  e th ica l m aintenance o f good w i l l  
as w e ll as a frequent bu t jus tified  com­
p la in t:
“ L ik e  m any C. P. A ’s, I  have m any 
c lien ts  w hom  I  never see fro m  one tax  
season to  ano the r, a t least in  a business 
way. Each year I  send them  a sim ple 
New Y e a r’s gree ting , w ith  a request 
th a t they  p ro m p tly  m ake an ap po in t­
m ent to  have th e ir  tax  re tu rn s  m ade up. 
T h is  u su a lly  b ring s  th ree  o r fo u r  re ­
sponses. Then abou t F e b ru a ry  10 th , I  
get ou t ano the r s trong  le tte r  to  the  rest, 
re c it in g  n o t o n ly  the  governm ent pen­
alties, bu t s ta tin g  th a t any last-m inute 
ru s h  w o rk  w i l l  add to  the  size o f m y fee. 
T h is  usua lly  brings in  a ll bu t a couple. 
These I  g ive a fin a l te lephon ic  rem inde r 
abou t M arch 5th.
“ T h is  year one o f these la s t m ade an 
ap po in tm en t fo r  the  a fte rn oon  o f the  
13th, and d id n ’t  keep it .  I  was up to  
m y ears in  a b ig  co rp o ra tion  re tu rn  
( la te  fo r  adequate reasons) w hen he 
dashed in , and w ith o u t apology de­
manded th a t I  make up h is re tu rn , re­
fu s in g  to  accept the  services o f one o f 
m y assistants. So I  d id  i t ;  fa s t; too  
fast.
“ Today th is  c lie n t comes back fu m ­
in g . I  made a m is take  in  h is  re tu rn ;  
he had to  pay $8.39 cents a d d itio n a l ta x , 
a sim ple e rro r in  a rith m e tic . I t  was, 
too ; I  fe lt  p ro p e rly  chagrined. A ccoun t­
ants sho u ldn ’t  m ake such m istakes. B u t 
th e re  was the  good excuse o f be ing 
ba d ly  pressed. A ccuracy requ ires  care­
f u l  a tte n tio n  and th a t in  tu rn  requ ires  
tim e . In  m y m ost apologe tic  m anner I  
exp la ined th is  to  m y c lie n t; I  showed 
h im  th a t  the  blam e was a t least h a lf  h is , 
in  n o t keep ing  h is  appo in tm en t, etc. 
T h a t seemed to  m ake h im  m ore an g ry  
tha n  ever, and he a c tu a lly  demanded 
th a t I  pay the  ex tra  tax. 
“ W e ll, I ’m  ou t one c lien t. I  don ’t  
th in k  he ’l l  do a n y th in g  about h a v in g  m y 
license revoked as he threa tened. He 
d id n 't  have to  pay one cent o f pena lty . 
I ’m  o n ly  hum an and I  m ade a m istake . 
I t  w o n ’t  be m y las t, e ith e r, b u t next 
year and henceforth, the c lie n t’s copy of 
any re tu rn  I  m ake a fte r  M arch te n th  
goes o u t w ith  an E. &  O. E. le t te r . ”
W e w i l l  hazard a guess th a t tw o - 
th ird s  o f o u r readers have had s im ila r  
experiences. B u t how  m any have cou r­
age enough to  confess it .  As fo r  the  
c lie n t, he ’s p ro ba b ly  the  same m an who 
sits in  the  s tad ium  every Novem ber, 
w ith  fre q u e n t gu lp ing s  fro m  a h ip -flask , 
and baw ls o u t the  coach, the  cap ta in  
and the  w ho le  team  because the  qu a r­
terback muffed a punt, a lthough he h im ­
self never played foo tba ll in  h is life . 
E V E R Y  State requ ires  corpo ra tions
cha rte red  by o r do ing  business w ith ­
in  i t ,  to  ren de r repo rts  as a basis fo r  
taxa tion , re g u la tio n  o r bo th . The offi­
c ia l (s ) to  w hom  th e  rep o rts  are to  be 
made u su a lly  have broad powers in  ask­
in g  questions, and w ith o u t exception 
m ake use o f i t .  B u t m any questions 
w h ich  an in te llig e n t C. P. A . (Voice 
fro m  the  g a lle ry  “ A re  th e re  any who 
a ren ’t? ” ) m ig h t ask to  ascerta in  fina n ­
c ia l cond itions are no t asked. A n d  on 
the  other hand, some th a t seem to  be 
u t te r ly  la c k in g  in  s ignificance are 
found .
W h a t the  average nu m be r o f persons 
em ployed has to  do w ith  the  le vy  o f 
“ 4 ½ pe r cent o f the  ne t p ro fits , o r  1 
m il l  on the  ou ts ta nd ing  cap ita l s tock ,”
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we never have been able to  f ig u re  out. 
Y e t New Y o rk  w ants to  know . (F o rm  
3 1 T ) .
One o f the  easiest th in g s  to  do is s it  
dow n and prepare a questionna ire— i f  
somebody else has to  answer the  ques­
tion s . W e are a t th is  w r i t in g  afflic ted 
w ith  a F ede ra l T rade  Com m ission docu­
m en t p e rta in in g  to  C hain Stores. One 
o f o u r c lien ts  to o k  one lo o k  a t i t ,  and 
“ passed the  b u ck ”  to  us. W e are no t 
go ing  in to  extensive c r it ic is m  o f th e  
document. We m ention i t  on ly  because 
i t  b ro u g h t us to  the  best s to ry  o f the  
ca lendar year. W e had  to  ge t m uch o f 
the  m a te r ia l fo r  answ ering  the  ques­
tio n s  by  d ire c t in te rro g a tio n  o f  depa rt­
m en t m anagers.
N e a rly  a l l o f them  looked upon th is  
“ in q u iry ”  as an o the r a tta ck  on the  
cha in  stores, w h ich  are v e ry  un po pu la r 
w ith  m erchants, especia lly  in  the  W est. 
A n d  one m anager, in  th e  so ft d ra w l o f 
h is  na tive  M iss iss ipp i, ab so lu te ly  n o t to  
be reproduced, to ld  th is  s to ry  to  show 
ju s t  how  cha in  stores were esteemed in  
h is  p a rt o f the  cou n try .
F  was S atu rday n ig h t in  the  l i t t le  
coun ty  seat. The s trang e r fro m  the 
N o rth , abou t to  s ta r t  on a h u n tin g  ex­
p e d itio n  fou nd  h im s e lf sh o rt o f am ­
m u n itio n . So he w e n t in to  the  cha in  
s to re  to  get some. The b rand  offered 
be ing u n fa m ilia r, he asked perm ission 
to  p u t a she ll in  h is  r if le  to  m ake sure i t  
was the  r ig h t  size, and in  do ing  so, ac- 
c id e n tia lly  d ischarged it ,  h i t t in g  the  
m anager o f the  s tore  in  the  chest. In  
conste rna tion , the  n o rth e rn e r rushed 
o u t in to  th e  square, where the  po lice 
force, in  h is  best u n ifo rm , was busy 
d ire c tin g  the  heavy tra ffic . “ O fficer, o f­
fice r, I  ju s t  shot the  m anager o f the  
cha in  s to re ,”  gasped the  exc ited  man. 
“ W a h t’s th a t, s tra n g e r? ”  “ O fficer, I  
ju s t  k il le d  the  m anager o f the  cha in  
s to re .”  “ Cahm yo 'se lf, s tranger, cahm 
yo’self. T h is  is Saturday n ig h t; Mon­
day mo’n in ’, when the co’t  house is  open 
you can go ro u n d  and c la im  the  
bo un ty .”
W H A T  cons titu tes  adequate cap ita l?
T h is  is an o ld  question  c o n tin u a lly  
freshened as business con tinues the  
tre n d  tow a rd  b igger, i f  n o t b e tte r, un its . 
F ra n k ly ,  we do n o t consider i t  an ac­
c o u n tin g  question ; i t  is  one o f eco­
nom ics, to  the  answ ering  o f w h ic h  the  
accoun tan t can c o n trib u te  m uch v a l­
uable data, b u t no fin a l conclusions. B u t 
some of the accountant’s in fo rm a tio n  
can be ve ry  in te re s tin g , and i f  m ore fre ­
quen tly  availed of m ig h t no ticab ly  re­
duce business m o r ta lity .  I t  has lo ng  
been o u r idea th a t the  m erca n tile  agen­
cies e r r  in  d is tin g u is h in g  “ la ck  o f cap­
i t a l ”  fro m  “ bad m anagem ent”  in  ascrib ­
in g  the  cause o f fa ilu re s . To us, the
w orst possible management is  en te ring  
upon a business w ith  insu ffic i en t cap ita l, 
o r c o n tin u in g  th e re in  i f  a  once adequate 
ne t w o rth  becomes im pa ired .
I t  is  a b it te r  dose fo r  m any am b itio us  
young  m en and once successful o ld  men 
to  sw a llo w . The accoun tant w ho can 
present aud ited  figu res to  show the  
dangers and costs o f la c k  o f ca p ita l is  a 
p u b lic  benefactor, tho ugh  h is  c lie n t m ay 
n o t th in k  so.
Trem endous energy and a w in n in g  
p e rso n a lity  are in ta n g ib le s  no t suscep­
t ib le  o f be ing p u t on a balance sheet, 
b u t are rea l assets none the  less to  a 
business man. W ith o u t them , a m il l io n  
do lla rs each is insuffic ient cap ita l. B u t 
in  m odern business th e y  are n o t enough. 
Jus t how  m uch ha rd  cash is re q u ire d  is 
a g rea t question, w h ich  m ust be solved 
fo r  each in d iv id u a l case. A n  account­
an t m ust be ca re fu l in  g iv in g  h is  op in ­
ion  as to  w h a t is  su ffic ien t cap ita l. U n­
less he is th o ro u g h ly  fa m il ia r  w ith  h is  
c lie n t ’s lin e  o f business, and the  lo c a lity  
w here  i t  is conducted, he w i l l  s tum ble. 
H is  ch ie f services are :
(1 )  A t  the o rg an iza tio n  to  see th a t 
a l l  ca p ita l stock issued represents va lue  
received, and i f  no t, w h y ; and
(2 ) D u r in g  opera tions to  w a tch  fo r  
and p ro m p tly  and fo rc ib ly  re p o rt any 
im p a irm e n t o f cap ita l, p o in tin g  o u t in  
p a rtic u la r the fluctuations in  w o rk in g  
ca p ita l as com pared to  to ta l cap ita l.
T h is  la s t is an im p o rta n t, tho ugh  
som ewhat overlooked p o in t. A  corpora ­
t io n  m ig h t ve ry  w e ll re p o rt an increased 
su rp lus  o u t o f opera tions; b u t i f  the  
p ro fits  a re  a l l t ie d  up in  “ frozen  as­
sets,”  w h a t ava ils  it?  The n e t w o rth  
is  la rg e ; the  w o rk in g  ca p ita l too  sm all. 
On the  o th e r hand, we have seen a case 
where the  w o rk in g  c a p ita l was too la rge . 
Cash in  bank a t 2½ pe r cent, and the  
com pany pay ing  la rge  re n ta l, w hen i t  
cou ld have owned its  ow n p lan t.
A nd  so on. I t 's  too  b ig  a sub ject fo r  
th is  departm ent. B u t perhaps one of 
o u r readers w i l l  w r ite  a f u l l  le n g th  
a r t ic le  o r series th e re o f on th is  top ic . 
D ID  you ever t r y  to  m ake up an incom e
ta x  re tu rn  fo r  a com pany th a t made 
a com ple te fo rm a l sem i-annua l c losing? 
B eastly  nuisance con so lida ting  the  tw o  
halves o f the  P. &  L .  accounts. B u t d id  
you ever ru n  across one o f  those re a lly
ingen ious schemes p ro v id in g  fo r  m o n th ­
ly  d is tr ib u tio n  o f no m in a l accounts to  
departm ents  o r  groups, and a m on th ly  
P. &  L . s ta tem ent based on a pe rpe tu a l 
in ve n to ry?  These are t r u ly  hyb rid s . A  
cost system  g ra fte d  on to  th e  genera l 
ledger. T hey are  good as fa r  as they  
go, b u t are dead ly fo r  incom e ta x  p u r­
poses.
W e stum b led  in to  one once in  an 
au tom ob ile  dea le r’s on the  13 th  o f 
M arch, and we ba re ly  go t the  accounts 
analyzed and p u t on the  annua l basis 
and c lass ifica tion  re q u ire d  by  F o rm  
1120, in  t im e  to  avo id  d e lin qu in cy . I t  
is  e m in e n tly  p ro pe r accoun ting , fo r  ex­
am ple, to  d is tr ib u te  th e  sa la ry  o f the  
p res iden t e q u a lly  between th ree  ac­
counts m arke d  “ F a c to ry  O verhead,”  
“ S e lling  Expenses”  and “ G eneral Over­
head.”  I t  is a l l  r ig h t  to  charge to  se ll­
in g  expense the  sa laries and com m is­
sions o f the  salesmen, the  licenses fo r  
th e ir  autos and the  cost o f th e ir  gaso­
lin e . B u t these item s m ust be repo rted  
a t d iffe re n t places on the  ta x  re tu rn . 
A n  analys is  o f th is  k in d  takes tim e  and 
is annoying.
A cco rd in g ly , a s im p le  m ethod of 
keeping the  figures clear fo r  ta x  pu r­
poses, and ye t g iv in g  the  m anagem ent 
its  m o n th ly  d is tr ib u tio n s  is a va lua b le  
th in g . H ere  is one shown us by W . E. 
P o rte r, o f  New  Y o rk , w h ich  he has used 
w ith  m uch success. I t  consists m ere ly  
o f h a v in g  tw o  de b it and tw o  c re d it co l­
um ns fo r  each no m in a l account in  the  
genera l ledger. The f irs t  o f each p a ir  
o f  colum ns is used in  the  o rd in a ry  way, 
w ith  cum ula tive  sub-totals and is  not 
closed t i l l  the  end o f the  fisca l year. A l l  
postings are made to  th is  co lum n. Then 
a t the  end o f the  m on th , the  postings 
fo r  th a t m on th  are to ta le d  and ex­
tended to  the  second colum ns, and in  
tu rn  d is tr ib u te d , fro m  and th ro u g h  
these second columns. The bookkeeper 
takes h is  m o n th ly  t r ia l  balance a fte r  
these d is tr ib u tio n  en tries  have been 
made, us ing  on ly  the  second colum ns, 
w h ile  the  a u d ito r, in  m a k in g  up h is  
q u a r te r ly  fin a n c ia l s tatem ents, d is re ­
gards the  grouped accounts and uses 
the  cu m u la tive  to ta ls  o f the  f irs t  co l­
umns. I t  is a fine scheme. A  condensed 
exam ple o f an account is reproduced 
here.
T E L E P H O N E  A N D  T E L E G R A P H
1929
J a n .  29 W . U ............ V . R . 3 $12.72
28 P o s t a l____V . R. 4 21.27
31 N . Y . T e l.. V . R. 5 27.21 $61.20
Feb. 26 W . U ...........V . R. 8 3.45
28 P osta l . . . .  V. R. 8 5.43
N . Y. T e l . . .V . R . 9 30.54 39.42
D ec. 31 N . Y. T e l.. V . R . 92 68.90 100.32
1929
J a n .  31 T o  s u n d ry  D e- 
p a r tm e n t  . . .
F e b . 28 S u n d r y  D e ­
p a r tm e n ts  . . .  J  
M ar. 6 R e fu n d  W . U.
O v e rc h g  . . . .  C 82 
D ee. 31 S u n d r y  D e ­
p a r tm e n ts  . . .  J  52 
P r o f i t  & L o s s .  J  62
J  3
12
572.84
$0.27
569.52
572.84
$61.20
39.42
100.32
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Are Certified Public Accountants Adequately 
Compensated For Their Services?
FROM a n  ex te n d ed  o b se rv a tio n  of th e  se rv ice s  re n d e re d  by  C ertified  P u b lic  A c co u n ta n ts , a n d  th e  com ­
p e n sa tio n  rece iv ed  th e re fo r , i t  is  e v id e n t 
t h a t  a n  e q u ita b le  re la tio n s h ip  b e tw een  
th e  tw o  h a s  n o t  y e t b een  e s ta b lish e d . 
C e r ta in  c la sses  of acc o u n ta n c y  w o rk  a re  
u su a lly  p a id  fo r  a t  r a te s  w h ic h  a re  com ­
p e n sa to ry , b u t  fo r  th e  g re a t  b u lk  o f th e i r  
w o rk  C ertified  P u b lic  A c c o u n ta n ts  a re  
n o t  a d e q u a te ly  co m p e n sa te d  in  com ­
p a r is o n  w ith  o th e r  v o c a tio n s  in  w h ich  th e  
v a lu e  o f th e  se rv ice s  re n d e re d  is  o ften  
le s s  a p p a re n t.
A  lack of proper legal recogn ition  of 
the Certified P ub lic  A ccountant t it le  
has handicapped its  holders and pre­
vented them  fro m  being granted pre fe r­
ence in  the hand ling  of m atters w h ich 
they are usua lly  w e ll qualified to  under­
take. N o t a ll persons who practise pub­
lic  accountancy are equally capable, any 
more than a ll lawyers or doctors are of 
equal a b ility , and i t  should be noted here 
th a t lawyers and doctors take cognizance 
of th is  difference in  a b ili ty  and base 
th e ir  charges upon the services rendered 
in  each in d iv id u a l case, whereas account­
ants qu ite genera lly  charge fo r  th e ir  
services upon a tim e  basis. I f  there is 
no objection to  the method employed in  
f ix in g  compensation by the fo rm er, there 
should be no objection to  its  adoption by 
the la tte r. I t  would be im possible to  
devise a more sa tis facto ry basis of com­
pensation fo r  professional services o f any 
k in d  and i t  is, therefore, d ifficu lt to un­
derstand w hy accountants d id  no t fo llow  
the precedent established by the older 
professions of law  and medicine.
W ith  the exception of the com parative ly 
few cases in  w h ich  the am ount ava ilable 
fo r  accountants’ fees is lim ite d  to  a fixed 
sum, the business and banking com­
m u n ity  would be bette r served i f  C e rti­
fied P ub lic  Accountants were asked f irs t 
to  perfo rm  th e ir  duties to  the satisfac­
tio n  of th e ir  c lients, and then to  render 
th e ir  b i lls  fo r  amounts w h ich  bore a d i­
rec t re la tio n  to the value o f the services 
w h ich  they had rendered.
W h ile  i t  is ra the r unusual fo r  c lients 
to  pay th e ir  accountants more than  the 
amounts asked fo r, an instance is known 
to  the w r ite r  in  w h ich  an accountant 
rendered valuable services to  substantia l 
in terests, and when asked to  send a b i l l 
fo r  h is  services, the life lo n g  ha b it of 
charg ing on a tim e basis was too strong 
to  be overcome, and he concluded, since 
he had spent so l i t t le  tim e  on the w ork, 
th a t he could not, conscientiously, make 
any charge, and he so in fo rm ed his
B y  R O B E R T  A T K IN S , C. P . A .
client. Im agine h is  pleasant surp rise  on 
a rr iv in g  a t h is office a few m orn ings la te r 
to  find there a le tte r from  h is  c lien t, ex­
pressing appreciation fo r  h is  services, 
together w ith  a check fo r  tw o  thousand 
dollars. Instances o f th is  so rt are not 
numerous bu t they emphasize the de­
s ira b il ity  o f the adoption by Certified 
P ub lic Accountants of a basis o f com­
pensation w h ich  sha ll adequately rew ard 
those who render valuable services and, 
a t the same tim e, be equitable to  those 
fo r  whom the services are rendered.
Successful men in  a ll wa lks o f l i fe  ap­
preciate high-grade w o rk  and they are 
always seeking a fte r men who perfo rm  
th a t k in d  o f w o rk . In  th is  connection 
there is  recalled an in c ide n t w h ich  s t r ik ­
in g ly  illu s tra te s  th is  po in t. A  repre­
sentative m anu fac tu ring  concern was 
seeking an outside a u d ito r fo r  the f irs t 
tim e, and hav ing  always purchased its  
m a te ria l requirem ents on a com petitive 
basis, i t  endeavored to  secure its  aud ito r 
in  the same way. Three firm s o f pub lic  
accountants were asked to  subm it bids 
on the w o rk  w h ich  i t  was proposed to  
have done. W hen received, they were 
found to  be in  the ra t io  2:3 :6 . The 
treasurer o f the corpora tion was an 
em inen tly  successful and p ractica l man 
and in  h is  judgm ent the  b id  represented 
by s ix  was nearer the am ount w h ich  they 
should pay fo r  th e ir  au d it than the other 
tw o bids, and he accord ing ly sent fo r  the 
Certified P ub lic Accountant who made 
th is  b id  and, w ith o u t d isclosing the fact 
th a t there was com petition, inqu ired  as 
to  h is qualifications to  pe rfo rm  the w o rk  
to  th e ir  satisfaction. I t  so happened th a t 
the man being in terview ed, was a special­
is t in  the lin e  of business fo r w h ich  the 
w o rk  was to  be done and he suggested 
to the treasurer th a t h is  statements be 
confirmed by a phone call, o r calls, to  
c lien t firm s  whose names and phone num ­
bers he subm itted. One such ca ll was 
made, w ith  the resu lt th a t a contract fo r 
a year was im m ed ia te ly  draw n up and 
signed and the bids of the tw o compet­
in g  firm s were, “ w ith o u t pre judice and 
in  s tr ic t  confidence,”  handed to the ac­
countant who had obtained the contract. 
The unsuccessful bidders were tw o  firm s 
of h igh  stand ing and a b ility , bu t th e ir  
representatives who made the survey of 
the  w o rk  were not su ffic ien tly  fa m ilia r  
w ith  the p a rtic u la r business to  name an 
am ount w h ich  w ould p rope rly  compen­
sate them  fo r  th e ir  w ork . The w r ite r
knows the  members o f a ll three firm s 
ve ry  w e ll and w ould place absolute con­
fidence in  the w o rk  o f anyone o f them, 
bu t i f  th e ir  m erits  were to  be judged by 
the estimates placed upon the w o rk  
w h ich  they proposed to  do in  th is  in ­
stance, the conclusion in e v ita b ly  would 
be th a t one o f the oldest and most re­
liab le  firm s  o f Certified P ub lic Account­
ants in  the coun try  was one to  be avoided 
since they could not do, and be properly  
compensated, fo r  a sum represented by 
three w ha t a less know n bu t equally 
capable C ertified P ub lic  Accountant asked 
fo r, and was granted, the contract a t six. 
Much in ju ry  is done to  the repu ta tion  of 
Certified P ub lic  Accountants by b idd ing  
on accountancy w ork . W ith  compara­
tiv e ly  few  exceptions, the nature  o f th is  
w o rk  does no t pe rm it o f sa tis fac to ry  esti­
mates o f the tim e  w h ich  i t  w i l l  require, 
even i f  no  unusual obstacles are en­
countered.
Certified P ub lic  Accountants are con­
t in u a lly  rendering  valuable services to  
the business and financ ia l w orld , p ro m i­
nent among w h ich  is the a id they give to 
honest business by certificates of condi­
t io n  and o f operation. F raudu len t bank­
ruptcies w ould be reduced to  a m in im um  
i f  the facts re la tin g  to  the cu rren t finan­
c ia l cond ition  o f firm s seeking c red it 
were required to  be made known.
F o r the year ended June 30, 1928, the 
A tto rn e y  General of the U n ited States 
reports th a t there were bankruptcies 
w ith  to ta l lia b ilit ie s  o f $829,157,940.32, 
o f w h ich  i t  is  estim ated th a t a t least 
$400,000,000.00 were fraudu len t. M anu­
fac ture rs ’ and C reditm en’s Associations 
are cooperating in  the development and 
execution o f plans fo r  a m ore efficient 
prosecution o f bankrup tcy  cases in  w h ich  
fraud  is present.
Preventive measures are always more 
effective than  p u n itive  ones, and usua lly  
more economical. The proverb “ an ounce 
of preven tion  is  w o rth  a pound o f cure,”  
can w e ll be applied in  th is  connection. I f  
cred itm en w ould in s is t upon having cer­
tif ied  statements o f cond ition  and of 
operation accompany a ll applications fo r 
cred it, and requ ire  revis ions of these 
statem ents to  be subm itted to them  a t 
regu la r in te rva ls , there is  reason to  be­
lieve th a t the  la rge yea rly  bankruptcy 
loss could be ve ry  m a te ria lly  reduced at 
a cost representing on ly  a sm all percent­
age of the am ount saved. I t  would be 
d ifficu lt to  suggest a w ay by w h ich  the 
fitness o f a f irm  to  continue in  business 
could be m ore sa tis fa c to rily  measured 
(C o n tin u e d  on  pa ge  184)
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Accounting Results From The Banker’s Viewpoint
"AN Y  accountant who re a lly  
knows and enjoys the  con­
fidence of tw o  bankers 
should have a practice th a t w i l l  g ive h im  
and h is staff em ployment the  year 
round.”  T h is  fro m  no less an a u th o r ity  
tha n  D urand W . Springer, the  ed ito r o f 
The Certified P ub lic  Accountant. H is  
observation was one of the m any good 
thoughts th a t were expressed a t the 
M arch, 1929, m eeting o f the  D is tr ic t  of 
Colum bia In s titu te  o f C ertified  P ub lic  
Accountants du rin g  the discussion of the 
re la tionsh ip  between accountants and 
bankers.
There is no group th a t is more in te r­
ested in  securing sound accounting re­
su lts than  the c red it g ra n tin g  executives 
o f com m ercial banks. Accountants’ re­
ports, p rope rly  prepared to  e xh ib it and 
in te rp re t business facts, are useful tools 
in  the hands o f any m anaging executive. 
To the  banker, who m ust pass on cred its 
and inves t the  funds o f others on the  
s treng th  of h is judgm ent, re liab le  finan­
c ia l statements are alm ost essential. 
There is no more pleasing p ic tu re  to  the 
bank c red it man than  a file  of complete 
a u d it reports, in  comparable fo rm , 
gathered together d u rin g  the business 
li fe  of h is c lien t, prepared year a fte r year 
by the same accountant, a fte r the Eng­
lis h  system. However, s tandard ization 
should no t be encouraged to  the  extent 
th a t new ly developed items, facts, tend­
encies, etc., are om itted because they did 
not appear in  the preceding report. The 
banker who is interested in  the con tinu­
ous and prosperous business existence of 
h is  c lien t examines in to  long tim e trends 
as w e ll as the cu rre n t ra t io  of the la test 
statement. B y u t il iz in g  such a series of 
comparable reports he is  able to  calcu­
la te  trends and ra tio s  th a t are in  fac t 
“ v ita l s ta tis tics.”  N a tu ra lly  such studies 
broaden his own outlook and add to  his 
general knowledge of trade conditions. 
A nd he does not keep the resu lts o f these 
studies to  h im self. Indeed he feels th a t 
he owes a du ty  to  the business com­
m u n ity  genera lly and to  h is customer es­
pec ia lly  in  p o in tin g  out weaknesses 
where they exist— in  encouraging favo r­
able developments. F o r th is  service the  
banker gets 6 per cent in te res t and the 
use of the depositors’ id le  funds. More 
accountants should endeavor to  construct 
h is to rica l data fo r  th e ir  c lients in  ex­
change fo r  th e ir  fees.
Our in s titu te  m eeting started the 
w r ite r  to  w ondering how m any account­
ants knew  w hat happened to  th e ir  re­
po rt a fte r i t  got in  the hands of the 
banker. B u t before we reach th a t po in t, 
how m any accountants have had the op-
ARTHUR  J . LINN, C. P . A., Com ptrol­
le r, F ed era l A m erican N ational Bank, 
W ashington, D. C.
p o rtu n ity  of exam in ing the  contents—  
re a lly  “ dissecting” — a c red it file  folder?
F irs t  as to  fo rm . The la rge r propor­
tio n  of c red it file  fo lders are made of 
pressboard, tabbed fo r  name of customer, 
to  take papers hav ing  dim ensions of
11 x  8  1-2. Dim ensions of the  folders 
themselves are 113-4 x  9 1-2. E xh ib its  
o f c red it file  fo lders displayed by the 
Robert M o rris  Associates at bankers’ con­
ventions ind ica te th a t th is  size is ju s t 
about standard. Hence a u d it reports 
on sheets other than  11 x  8 1-2 or 12 x 9 
are undesirable, fro m  th is  v iew po in t. Odd 
sizes generally undergo an operation on 
the  tr im m in g  board before filin g . Covers 
and extra  sheets o f p re tty  paper always 
go in  the waste basket.
As to  contents. The fo ld e r genera lly  
contains a series o f index sheets w ith  
stock tabs such as “ F ina nc ia l State­
ments,”  “ Agency Reports,”  “ Trade In ­
qu iries and Replies”  and “ General In ­
fo rm a tio n .”  Special guide sheets are 
added as required. A l l  of the contents are 
bound in  the fo lde r by the 11-inch side. 
On top of a ll o f th is  m a tte r— the firs t 
th in g  in  s igh t when the fo lde r is open—  
is  an analysis fo rm  fo r  com paring ba l­
ance sheets w ith  assets and lia b ilit ie s  
grouped and subtotaled in to  “ C urren t 
Assets,”  “ F ixed Assets,”  “ C urren t L ia ­
b ilit ie s ,”  etc., and con ta in ing  spaces fo r 
data on annual sales, p ro fits  and d iv i­
dends. Needless to  say, these groupings 
as determ ined by the  c red it man do not 
always fo llow  the  arrangem ent in  the au­
d ito r ’s report. A  typed sheet is clipped 
inside the fro n t cover of the fo lde r bear­
in g  the customer’s name, the  line  of 
c red it granted h im  and a ll actions of the 
discount com m ittee affecting h is  line , in  
chronological order. T h is  m aster sheet 
is the h is to ry  o f the bank’s business deal­
ings w ith  its  customer so arranged th a t 
any officer has a complete p ic tu re  o f a ll 
transactions w ith  study and research on 
h is  p a rt g rea tly  m in im ized. The en tire  
file  is cum ula tive and i t  is no t unusual 
to  find a ten-year record w ith in  one 
cover.
Of course au d it reports are not made 
solely fo r  the convenience of bankers, bu t 
inasm uch as there is an element of re la ­
tiv e  dependence, the  banker depending on 
the accountant fo r  a ll the facts— the ac­
countant depending on the  banker fo r  his 
influence in  an educational way, isn ’t  i t  
reasonable th a t the accountant conform , 
as nearly  as possible, to  the  standards set
by the com m ercial banker? As a general 
th in g , the in terests o f the borrow er and 
the lender are iden tica l. In fo rm a tio n  
he lp fu l to  the one is ju s t as he lp fu l to  
the other.
To give an example of w ha t the w r ite r  
considers bad practice, a report came to 
h is  desk fro m  a borrower, in  the fo rm  o f 
a copy of a Balance Sheet, showing a sub­
s tan tia l “ goodw ill”  where there had been 
no “ goodw ill”  in  previous years’ reports  
where as a m a tte r of fac t goodw ill d id  
no t exist, as the  business was losing 
ground. In q u iry  brough t ou t th a t the ac­
count “ goodw ill”  had been substitu ted 
fo r  accounts receivable th a t were taken 
out of assets as being worthless. The 
banker blue pencils the item , bu t w ha t is 
the effect on the m inds o f the owners of 
the business? The w r ite r  asserts th a t the 
effect is  bad.
A  report came in  to  the bank w ith  
w h ich  I  am connected, prepared by an 
accounting firm  th a t ev iden tly  expects 
recogn ition  by bankers (no t Certified 
P ub lic  Accountants, however), s ta ting  
“ Accounts Receivable”  as one of the 
la rgest item s in  the cu rre n t asset group. 
Inve s tiga tio n  revealed th a t the bu lk  of 
the  item  consisted o f the account o f an 
officer of the corpora tion, personally in ­
solvent. A  m islead ing report, pure and 
simple.
I t  is su rp ris in g  in  how m any instances 
bank c red it men m ust a ttem pt to  make 
consolidations o f balance sheets. N a tu ra l­
ly  on ly such accounts as are c learly  
shown to  be in tercom pany item s can be 
elim inated. In  cases o f a ffilia ted  in te r ­
ests, banks should be fu rn ished  w ith  
statements of the  separate corporations 
as w e ll as the consolidated statement.
Here is the  answer to  a question of 
ethics th a t o ften gives concern to  the 
bank c red it man. Some years ago, in  
order to  fo r t i fy  the op in ion of ce rta in  
o f our officers, I  w ro te  the  Com m ittee of 
Professional E th ics  of the Am erican In s t i­
tu te  of Accountants the le tte r w h ich  fo l­
lows, in  pa rt. The rep ly  expresses the  
op in ion  genera lly held by bankers:
“ F o r some years past, one of our bor­
rowers has fu rn ished  us w ith  financia l 
statements certified  by a member of the 
Am erican In s titu te . We have recently  
been in fo rm ed th a t the accountant is a 
stockholder and d irec to r in  the borrow ­
in g  corporation. I  w an t to  ask i f  the  in ­
s titu te  considers an au d it by one of its  
members who has a m onetary in te rest in  
the a ffa irs  of h is  c lie n t to  be the same 
value to  the cred ito rs  as the au d it by a 
member who has absolute ly no financ ia l 
in te rest in  h is  c lie n t’s business.”  
(C o n tin u e d  on page  184)
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Dominant Issues Created By Present Compet­
itive Conditions
CO M P E T IT IO N  f ro m  n e w  h o te ls  is  a  p ro b le m  fa c in g  a lm o s t  e v e ry  h o te l  m a n  to d a y . I t  is  a  re c o g ­
n iz e d  f a c t  t h a t  th e r e  is o v e rc o n s tru c tio n  
in  m a n y  c itie s . F o o l is h  p ro m o tio n s  m a y  
be  c u rb e d  to  so m e  e x te n t  by  g iv in g  th e  
s u b je c t  w id e  p u b l ic i ty ;  th e  la w  o f  s u p ­
p ly  a n d  d e m a n d  w ill, h o w e v e r , e v e n tu a l ­
ly  b e  th e  p r im e  m o v e r  in  b r in g in g  c o n ­
d i t io n s  b a c k  to  n o rm a lc y . B u t  in  th e  
in te r im  h o te l m en  m u s t n o t s i t  b ack  
a n d  s im p ly  b e m o a n  t h e i r  f a te .
O verproduction  has a lw ays been a 
g re a t s tim u lu s  to  efficiency. E ffic iency 
leads to  the  s u rv iv a l o f th e  f it te s t and 
to d a y  in  the  m id s t o f com p e titio n  and 
d e c lin in g  p ro fits  in  the  ho te l fie ld  we 
f in d  in d iv id u a l u n its — bo th  o ld  and 
new— w h ich  are m a k in g  h ig h ly  sa tis fac­
to r y  p ro fits . P resent com p e titive  con­
d itio n s  in  the  h o te l in d u s try  teach cer­
ta in  tru th s  w h ich  w i l l  benefit a l l who 
h eed them , and I  am  go ing to  t r y  and 
t e l l  you o f them  by c a llin g  y o u r a t­
te n tio n  to  a few  do m in an t issues created 
d u r in g  th is  cris is  th ro u g h  w h ich  the  
in d u s try  i s passing.
T he Econom ic Life of a  H otel is Becom­
ing  S horter
F irs t,  I  am go ing to  speak o f depre­
c ia tio n , obsolescence. The economic 
l i fe  o f a ho te l is  becom ing sho rte r. The 
ep idem ic  o f new  ho te ls  is, o f course, 
responsib le  fo r  th is . The u n fo rg iva b le  
s in  o f the  present tim e  is to  be a t r if le  
o u t o f s ty le— passe. Obsolescence has 
become the fa c to r w h ich  governs the 
usefulness o f every ite m  and ob jec t o f 
present-day life . A re m ilady ’s hats and 
even ing  gowns discarded because they  
are ever a c tu a lly  w o rn  out? H ad yo u r 
o ld  brass bed become w eak o r service- 
less w hen you re legated i t  to  the  ju n k  
m an? A nd was yo u r au tom ob ile  ou t of  
the  ru n n in g  when you traded  i t  in? 
N o — in  every case; o f course not. Each 
is  an exam ple o f c a rry in g  ou t ou r b ig  
prosperous, pecunious c o u n try ’s slogan, 
' ‘O ff w ith  the  old, on w ith  the  new .”
W ell, styles in  hotels are changing 
w ith  ju s t  about the  same p ro po rtiona te  
r a p id ity  as are styles in  clo thes and cars 
and  e ve ry th in g  else. W h ic h  is o n ly  an­
o th e r  way o f saying th a t the  use fu l li fe  
of a ho te l is sho rte r tha n  i t  has ever 
been. Eugene C. E pp ley as cha irm an 
o f the  D eprec ia tion  C om m ittee  o f the  
A m erican  H o te l A ssocia tion  has recom ­
m ended ce rta in  ra tes o f deprecia tion . 
H e  found , fo r  instance, th a t the  use fu l 
l i f e  o f a f ire p ro o f ho te l was o n ly  30
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years. H is  find ings are a ll based on 
past experience and, in  m y op in ion , i f  
anyth ing , the rates suggested are lower 
tha n  those th a t w i l l  be necessary in  the  
fu tu re  as p ro sp e rity  continues to  re ­
duce the useful l i fe  o f hotels. I  doubt 
se rious ly  i f  the  econom ic ( i.  e. p ro fit ­
ab le) l i fe  o f a h o te l b u ilt  under m odern  
com petitive  cond itions  is as m uch as 
t h ir t y  years.
E ve ry  ow ner o f a ho te l m ust rea lize  
th a t a new  h o te l renders an o ld  one ob­
solete in  m any cases lo n g  before the  
n o rm a l l i fe  o f the  o ld e r ho te l is ex­
hausted and un de r such cond itions  the  
usual reserve b u i l t  up th ro u g h  no rm a l 
deprec ia tion  ra tes based on the  physica l 
l i fe  o f a b u ild in g  is q u ite  inadequate.
D epreciation an  Im p o rtan t F ac to r
I f  p rom oters  o f new  ho te ls  w o u ld  
rea lize  th a t  the  use fu l l i fe  o f the  ho te l 
the y  propose to  b u ild  w i l l  be p ro ba b ly  
less tha n  th ir t y  years, and i f  they  w ou ld  
take th is  fac t in to  consideration in  
th e ir  fin a n c ia l budget, few e r ho te ls 
w o u ld  be b u ilt  today.
F re q u e n tly , however, the  o r ig in a l 
b u ild e r becomes the  lessor ra th e r than  
the op e ra to r o f the  ho te l and he re ­
ceives a re n ta l w h ich  includes an 
am oun t used to  m ake paym ents on 
bonded indebtedness. Thus is h is  eq u ity  
increased in  a degree som etim es in  ex­
cess o f deprec ia tion . T h is  fac t, to ­
ge ther w ith  the  p ro fit  made by h im  in  
p ro m o tin g  the  b u ild in g , p lus the  pos­
s ib le apprec ia tion  in  the va lue o f the 
land, m in im izes in  h is  m ind  the  im p o rt­
ance o f the  deprec ia tion  prob lem . A p ­
p re c ia tio n  in  the  va lue  o f the  land, how ­
ever, even i f  the  s ite  has been c a re fu lly  
and ju d ic io u s ly  selected, is  no t assured 
and is o n ly  speculative.
B u t anyw ay how  can you expect a 
prom oter to  take  deprec ia tion  in to  con­
s ide ra tion  when m any ho te l m en con­
s ider i t  o n ly  a “ book fig u re .”  Since the 
p rope r ap p lica tio n  o f the  fun dam e n ta l 
p rinc ip le s  o f deprec ia tion  plays such an 
im p o rta n t p a rt in  the  discussion o f the  
po ss ib ilitie s  o f new  hotels, I  believe 
every ho te l man shou ld  th o ro u g h ly  un ­
derstand the sub ject.
D epreciation Explained
W hen the  m a n u fa c tu re r bu ild s  and 
sells a new  car to  the  custom er who 
demands the  ve ry  la tes t, he se lls h is  
merchandise in  one transaction  and 
rea lizes h is  p ro fit  a t once; he does n o t 
have to w o rry  abou t deprecia tion .
W hen the  h o te l ow ne r bu ild s  and 
ren ts a room , he m ust, f ir s t  o f a ll,  co l­
le c t as re n t the  service and fixed charges 
on the room, and, depending upon 
the  probab le  num be r o f tim es th e  room  
w i l l  be ren ted  before  its  use fu l l i fe  is 
exhausted, he m ust, each tim e  i t  is  
ren ted, also co llec t a p o rtio n  o f the  
o r ig in a l cost o f the  room . H e is in  
re a lity  s e llin g  th e  room  th ro u g h  a nu m ­
ber o f sm a ll transactions.
The p o rtio n  o f the  o r ig in a l cost 
w h ich  m ust be collected each tim e  the  
room  is ren ted  is com m only ca lled de­
p re c ia tion . Owners o f ho te ls m ust no t 
ove rlo ok  n o r m ust the y  underestim ate  
th is  fa c to r  o f cost in  f ix in g  prices i f  the  
in d u s try  is to  rem a in  on a sound basis.
I f ,  because o f the  increasing demand 
fo r  o n ly  the  v e ry  la test, the  room  o f the  
fu tu re  is o n ly  go ing  to  be ren ted  o n ly  
one -ha lf o f the  num be r o f tim es a room  
fo rm e r ly  was ren ted  before  be ing d is­
carded, the users of the room m ust pay 
a h ig h e r p o rtio n  o f the  o r ig in a l cost 
each t im e  the y  occupy the  room .
Too m any h o te l ra tes today  are  based 
on ly  on service and c a rry in g  charges. 
A  few  years hence newer hotels w i l l  be 
b u ilt ;  by th a t  tim e  presen t-day owners 
should have recouped th e ir  investm en t 
th ro u g h  deductions fo r  deprec ia tion  and 
should be ready  e ith e r to  d iscard the  
o ld  b u ild in g  o r to  com p le te ly  rem ode l 
i t .
B ankers rea lize  the  ra p id  decrease in  
va lue o f h o te l b u ild in g s  and the y  ac­
c o rd in g ly  p ro te c t th e ir  in ves tm en t by 
re q u ir in g  ra p id  am o rtiza tio n . The 
tro u b le  is th a t a l l too fre q u e n tly  stock­
ho lde rs ’ in te res ts  are n o t likew ise  p ro ­
tected.
P ro p e r D epreciation W ill P rovide F o r  
R ehab ilita ting
I t  is  a recognized fa c t th a t p ro ba b ly  
the  m ost p ra c tica l s o lu tio n  to  the  v ita l ly  
im p o rta n t p rob lem  o f o v e rb u ild in g  to ­
day lies  in  the  in te llig e n t rem ode ling  
and red eco ra ting  o f o ld  ho te l p rope r­
ties. I  be lieve th a t a t least 50 per cent 
o f a l l ho te ls  in  th is  c o u n try  today w h ich  
are over ten  years o ld  are ready fo r  
m a jo r rem odeling operations of v a r i­
ous k inds . A nd  the re  is a d iffe rence
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between m a jo r and m in o r rem o de lin g  
opera tions. To spend a fe w  hu nd red  
do lla rs a room  m ay help, bu t i t  w i l l  no t 
effect a cure. A  com plete jo b  m ay cost 
$ 1 ,000 .00  a room , b u t I  have seen m any 
instances where the  inves tm en t has 
b ro u g h t re tu rn s  o f fro m  20 pe r cent to  
30 pe r cent.
One recent case w h ich  came to  m y 
a tte n tio n  was a 250-room  ho te l w h ich  
cost $1,250,000.00 to  b u ild  tw e lve  years 
ago. The o rig in a l owner is  s t i l l  in  pos­
session; h is  po licy  has been to  charge 
p ro fit  and loss each year w ith  deprecia­
t io n  e q u iva le n t to  2 ½ per cent o f the  
cost o f the  b u ild in g . D u r in g  the  tw e lve - 
year period the reserve fo r  depreciation, 
less a few  m in o r charges made to  it ,  
had accumulated to  s lig h tly  over $300,- 
0 0 0 .0 0 . 
A nd  how  fo rtu n a te  th a t in  th is  in ­
stance th a t p a rt o f the  $300,000.00 
w h ich  was no t used to  am ortize  the 
m ortgage had been set aside in  cash and 
consequently the balance needed fo r  the 
im provem ents  cou ld be easily  bo rrow ed. 
The ho te l was rem odeled ins ide  and ou t 
and i t  to o k  on a new lease o f l ife .  The 
investm ent o f $200,000.00 showed a d i­
rec t re tu rn  o f $50,000.00 pe r year in  
a d d itio n a l p ro fits , the re by  b r in g in g  the  
e n tire  ho te l to  a good ea rn ing  basis. 
No new  ho te l w i l l  be b u ilt  in  th a t  to w n  
fo r  some tim e . I  can ca ll to  m in d  a 
num ber o f o the r c ities  w here  likew ise  
no hotels have been b u ilt  d u rin g  th is  
age o f ho te l cons truc tion . W hy?  Be­
cause the old hotels have been rehab­
il ita te d  to  the  p o in t th a t the y  are lik e  
new.
The tro u b le  is th a t, when i t  becomes 
necessary to  re h a b ilita te  we fin d  m any 
ho te ls  n o t fin a n c ia lly  in  a p o s itio n  to  do 
so. I f  deprec ia tion  had been p ro p e rly  
deducted as an op e ra ting  expense, 
the re by  p re ve n tin g  the  paym ents o f 
d ividends out o f capita l, and i f  the 
am ounts w ith h e ld  in  excess o f m ortgage 
a m o rtiza tio ns  had been accum ula ted in  
cash o r nego tiab le  securities the  neces­
sary fun ds  w o u ld  be ava ilab le .
I t  is  ve ry  im portan t, then, th a t hotel 
men apprecia te the  fa c t th a t  deprecia­
t io n  is n o t ju s t a “ book fig u re ,”  b u t a 
ve ry  re a l one. I  hope every m an here 
today w i l l  fro m  now  on n o t o n ly  per­
sona lly  take  deprec ia tion  p ro p e rly  in to  
cons idera tion , b u t w i l l  spread the  gos­
pel so th a t bankers and o th e r investo rs  
w i l l  like w ise  in s is t upon recogn iz ing  i t  
as a cost o f do ing  business. I t  w i l l  p u t 
y o u r in d u s try  on a m uch sounder basis 
th a n  i t  is  on today.
New H otel Does Not Always Afford B et­
te r  Value th a n  Old
The next po in t I  w ish  to emphasize is 
th a t ho te l men m ust educate the  p u b lic  
to  the  fa c t th a t the  new  ho te l does no t 
a lw ays a ffo rd  b e tte r va lue  th a n  the  old.
I t  is  n o t even necessarily  sm arte r o r 
m ore m odern  fo r  a l l its  recentness.
The tra v e lin g  p u b lic  u s u a lly  flocks to  
a new  ho te l, ta k in g  i t  fo r  g ran ted  th a t 
the  new a ffo rds a be tte r d o lla r ’s w o rth . 
Y ou cannot evade th is  fa c t even tho ugh  
you o ften  kn o w  th a t the  tra v e lin g  pub­
lic  is w rong . T h is  p rob lem  can be 
m in im ize d  by concerted e ffo rt on the  
p a r t o f ho te l associations, th ro u g h  na­
t io n a l p u b lic ity  backed up by a po licy  
o f m a k ing  b e tte r m aintenance the  gen­
e ra l ru le  ra th e r  th a n  the  exception.
There  is an even g rea te r o p p o rtu n ity  
p ro p e rly  to  m a in ta in  th e  fu rn itu re  and 
fix tu re s  o f a h o te l th a n  the  b u ild in g . I f  
the  h o te l was p ro p e rly  financed and the  
fu rn itu re  was pa id  fo r  o u t o f the  funds 
received fro m  the  sale o f the  ca p ita l 
stock, i t  shou ld  be possib le to  set aside 
in  cash an am oun t equ iva le n t to  the  re ­
serve fo r  deprec ia tion  o f fu rn itu re  and 
fix tu res . A l l  o f the  fu rn itu re  and 
equ ipm en t cou ld the re fo re  be renewed 
as fa s t as i t  becomes obsolete w ith o u t 
the  necessity o f b o rro w in g  m oney fo r  
th is  purpose. O f course, i t  is  necessary 
th a t the  p roper ra te  o f de p rec ia tion  be 
used and I  believe th a t the  12 pe r cent 
as de te rm ined  by the  com m ittee  on de­
p re c ia tion  is no t too h igh .
I f  every hotel man would, a fte r the 
f i f th  year, com p le te ly  re fu rn is h  10 per 
cent o f h is  room s each year, and w o u ld  
every ten  years m ake such m a jo r a lte r­
ations to the  b u ild in g  as the  fo rw a rd  
m arch o f progress demanded, the re  
w o u ld  be few e r new ho te ls  b u ilt .
M erger P lan  an  E xpedient to  M eet P res­
en t Com petitive Conditions
N ext we discuss the  m erger p lan  as 
an expedient to  m eet present com peti­
t iv e  cond itions.
T h ir ty - f iv e  im p o rta n t m ergers con­
summated d u rin g  1928 and 1929 were 
recently  lis ted  by a p rom inen t business 
magazine. N o t one m erger in  the  “ N in th  
G reatest In d u s try ”  was inc luded .
W h ile  m ergers p ro v id e  no sub s titu te  
fo r  com petent business m anagem ent, 
o th e r in d u s trie s  have learned th a t a 
po o ling  o f resources and personnel con­
tr ib u te  to  b e tte r m anagem ent and in ­
creased efficiency. L a rg e r funds  are 
the reby ava ilab le  fo r  such expenditu res 
as ad ve rtis in g  and fo r  research in  the  
e lim in a tio n  o f waste. A n d  m any o the r 
advantages o f m ergers are obvious.
The h o te l in d u s try  bo th  in  sm a ll and 
la rge  c itie s  m ust g ive  serious th o u g h t 
to  the  m erger p lan  as an exped ient in  
present com p e titive  cond itions.
In  c itie s  o f less tha n  50,000 popu la ­
tio n  we seldom  find  m ore th a n  tw o  
ho te ls  th a t can be considered as re a l 
com petito rs  o f the  “ best h o te l”  in  tow n . 
In  m any instances none o f the  th ree  
ho te ls  is show ing fa ir  p ro fits . The tow n  
has p ro ba b ly  ju s t abou t the  r ig h t  nu m ­
ber o f room s fo r  the  season w hen to u r ­
is ts  are p le n tifu l,  b u t in  the  w in te r  bus i­
ness is so poor th a t  m uch o r a l l o f the  
p ro fits  earned in  th e  good season are 
lost. In  m ost o f these cases one o r tw o  
o f the  ho te ls  earn  o n ly  a su ffic ien t 
am oun t in  the  off-season to  pay the  
op era ting  expenses, b u t earn  n o th in g  
tow ards the  occupa tion  cost. B y  clos­
in g  these ho te ls  p a r t o f the  year, the  
ne t re s u lt o f th e ir  annua l opera tions 
w ould be the  same as i f  they had been 
ke p t open. The g re a t d iffe rence w o u ld  
be, how ever, th a t the  business w o u ld  be 
d ive rted  to  the  h o te l w h ich  rem ained 
open, and th a t  one w o u ld  show a p ro fit  
even d u r in g  the  w in te r  m onths.
One s o lu tio n  o f such a p rob lem  is, 
the re fo re , to  m erge the  th ree  hote ls 
under one m anagem ent, a t th e  same 
tim e  m a in ta in in g  the  id e n tity  o f each. 
Overhead expense is im m e d ia te ly  re ­
duced, even in  the  busy season. W hen 
business decreases one o r tw o  o f the  
sm a lle r houses can be closed w ith  g reat 
saving in  op e ra ting  expenses and a ll 
business d ive rted  to  one o r tw o  houses. 
C u t-throat com petition  is e lim inated 
and rates m a in ta ined . O f course, un ­
due advantage o f the  tra v e le r m ust no t 
be taken  unde r such cond itions  o r bus i­
ness w i l l  be d rive n  aw ay to  nearby 
towns. I t  is  a fa c t th a t in  o lden days, 
a m onopo ly a lways tended to  create bad 
w i l l  in  the  m inds o f the  p u b lic  and 
great care m ust be exercised to  m in i­
mize th is  tendency.
Results o f conso lida tion  in  o th e r in ­
dustries, however, have s lo w ly  d iss i­
pated the  fears aroused by the  spectacle 
o f enorm ous power and the  h e re d ita ry  
dread o f a n y th in g  approach ing m ono­
po ly.
P ub lic  pre jud ice against consolida­
tio n s  in  the  past was la rg e ly  based on 
the  fea r th a t the  e lim in a tio n  o f com­
p e titio n  w ould in e v ita b ly  be followed 
by h ig h e r prices. W h a t a c tu a lly  has 
resu lted  over a pe riod  o f years is ju s t 
the  opposite, acco rd ing  to  M. W . A le x ­
ander, president of the  N a tiona l Indus­
t r ia l  Conference B oard, Inc.
“The evidence on th is  p o in t is m ost 
s tr ik in g  and conclus ive ,”  says M r. A le x ­
ander. “ I t  m ust be rem em bered th a t the  
genera l p rice  leve l has on the  w ho le  ad­
vanced cons iderab ly  d u r in g  the  la s t 25 
years fo r  de fin ite  reasons no t in  any 
w ay re la ted  to  conso lida tions. Analyses 
o f p rice trends fro m  60 m a n u fa c tu rin g  
lines, however, shows th a t the  upw ard  
tre n d  o f prices has been m uch less p ro ­
nounced in  the  branches o f m anufac­
tu r in g  in  w h ich  conso lida tions existed 
to the extent o f being the most potent 
fac to rs  in  the  m arke t.
“ A  pe rs is ten t and pronounced tend­
ency has been shown on the  p a rt o f con­
so lida ted enterprises to  res is t the  gen-
( C o n t in u e d  o n  p a g e  178)
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What Price Accuracy?
T H E  a c c o u n ta n t, l ik e  h is  n e ig h b o rs , th e  b a n k e r  a n d  th e  b u s in e ss  m an , be lo n g s to  h is  b r id g e  c lub . In  
su c h  a  sm a ll c irc le  one’s  o ccu p a tio n  is  
l ik e ly  to  be  k n o w n  to  th e  h o s te s s  a n d  
g u e sts . N o so o n e r h a s  th e  a c c o u n ta n t 
w h e n  in  a tte n d a n c e  a t  a  c lub  m e e tin g  
fo u n d  h is  tab le  a n d  ta k e n  h is  se a t, r e ­
la x in g  a  l i t t le  b e fo re  th e  g am e s ta r ts ,  
w h e n  so m e one sa y s : “M r. S m ith , you 
m u s t  k eep  s c o re ; y ou  a re  so good a t  
f ig u res .” W h en  h e  m oves to  a n o th e r  ta b le  
th e  sam e  th in g  h a p p en s . I n  r a r e  in ­
s ta n c e s  he  m a y  n o t  be re q u ire d  to  k eep  
sco re  b u t  su re ly  h e  m u s t  “a u d i t” th e  sco r­
in g  of w h o ev er does. T h e  ev en in g  goes 
o n  in  th is  m a n n e r  u n t i l  th e  la s t  g am e  is 
fin ish ed . M r. S m ith  a g a in  re la x e s  a  l i t t le ,  
o r  ex p ec ts  to , b u t  i t  is  n o t to  be. B e in g  
so  “good a t  fig u res ,” i t  is  o n ly  n a tu r a l  
f o r  th e  h o s te ss  to  a sk  h im  to  to ta l  th e  
ta l l ie s  fo r  th e  g u e s ts . H e  m ay  e v en  r ise  
to  th e  h e ig h t  o f c o m p a rin g  sco res to  see 
w h o  w on th e  p rize s . Of co u rse  th is  a l­
m o s t i f  n o t a c tu a lly  sp o ils  a n  o th e rw ise  
e n jo y ab le  ev en in g . A n d  w h y  is  th e  ac ­
c o u n ta n t  a sk ed  to  do  th o se  th in g s ?  B e­
c au se  of h is  re p u ta tio n  fo r “a c c u ra c y ”—  
th e  k in d  of a cc u rac y  to  w h ich  th e  a c ­
c o u n ta n t  h im s e lf  p a y s  l i t t le  a t te n t io n  
n o w ad ay s . I  sh a ll  n o t u n d e r ta k e  to  sp eak  
f o r  o th e rs , b u t  th is  s o r t  o f ex p erien ce  is 
n o t  e n tire ly  to  m y  l ik in g .
I t  m ay be no fa u lt of ours th a t we 
have acquired th is  repu ta tion  fo r  fa c il­
i t y  in  dealing w ith  “  ’t its  de ta ils”  in  a 
mechanical way, bu t there can be no 
doubt th a t we have it :  I  have a sus­
p ic ion  th a t i t  is  som ething w h ich  the ac­
countant o f today has in he rited  along 
w ith  be tte r th in gs ; no t som ething he has 
earned.
“ W hat is to  be done about it? ”  you say. 
L e t’s see w hat is being done about it .  
B u t f irs t le t us have an understand ing of 
w ha t we mean by th is  “ accuracy.”  Ac­
curacy, i. e., reasonable accuracy, is some­
th in g  we a ll believe in . W hat we object 
to  is a repu ta tion  fo r being able to  de­
te rm ine  any sort o f resu lt expressible in  
numbers w ith  absolute accuracy— down 
to  the last cent, yes, even down to  a very  
sm a ll fra c tio n  of a cent in  some cases. 
R everting  back to  w hat I  meant to  be 
discussing at th is  po in t, le t us see w hat 
can be or is being done about it. In  the 
f irs t  place, most experienced accountants 
are by th e ir  ta lk  and by th e ir  w o rk  doing 
som ething to  d is illu s io n  people regard­
ing  the supposed m arked a b ili ty  o f ac­
countants genera lly to  add long columns 
o f figures and even m u ltip ly  and d iv ide  
la rge sums on occasion. W hat I  object to  
is no t the recogn ition th a t an accountant 
can do those th ings, bu t th a t a ttach ing 
too much im portance to  them  has over­
shadowed the real, or should I  say, the 
im p o rtan t functions of the accountant.
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F requen tly  a problem  can be dealt w ith  
more successfully by in d ire c t than  by 
d irec t means. As we r id  our m inds of 
undesirable thoughts by sub s titu ting  de­
s irable ones and not by concentrating on 
the fo rm er so accountants are d raw ing  a t­
ten tion  away fro m  pe tty  m atters by 
th in k in g  about and discussing the more 
im p o rtan t phases of th e ir  professional 
w ork. P a rtic ipa tion  in  c iv ic  a ffa irs  and 
other pub lic  undertak ings is  doing a great 
deal to  dissipate th is  conception of the 
accountant and h is  w ork.
Accountants’ reports are becoming more 
and m ore valuable to  th e ir  clients. N o t 
because they are more accurate, bu t be­
cause they are m ore en lighten ing. F rom  
long established custom and the usual 
eagerness to  conform, there is s t i l l  con­
siderable dead w e igh t to  carry. Valuable 
comparisons, conclusions, or even dis­
coveries are s t i l l  occasionally overlooked 
or disregarded because of insuffic ient 
freedom from  preoccupation w ith  accura­
cy. I  re fe r p r in c ip a lly  to  the phantasm th a t 
the data at hand are not suffic iently  ac­
curate fo r  an accountant to use unless 
they are m athem atica lly  precise; th a t i f  
used they m ig h t v it ia te  the resu lts to 
such an extent th a t the net p ro fit from  
sales of sk iis  in  no rthe rn  M ich igan would 
appear as 98 cents instead of 97.385 cents 
per p a ir  and the cost o f securing new 
customers m ig h t be erroneous to  the ex­
ten t o f 20 cents per customer. You see 
w hat I  am try in g  to  make clear. Accuracy 
is a ll very  w e ll as fa r  as i t  serves a pu r­
pose, bu t to  the accountant i t  is h a rd ly  a 
safe and sane substitu te  fo r in it ia t iv e  in  
the course o f an au d it o r other engage­
ment.
The economists have made a name fo r 
themselves, especially in  recent years. 
W ould they have done as w e ll i f  they had 
been u n w illin g  to compile price indices 
fo r fear th a t Mrs. Jones chancing to  see 
one should object th a t groceries had not 
gone up tw en ty  per cent bu t fo r ty  per 
cent, as her purchases of im ported cheese 
proved beyond question?
A no ther th in g : How  m any tim es has 
an accountant upon being engaged to  in ­
s ta ll a system o f accounts or revise one 
already in  use, been warned or a t least 
admonished to  make i t  simple. In  such 
cases the expression on the face o f the 
c lien t indicates c learly  a fea r alm ost 
am ounting  to  ce rta in ty  tha t the account­
a n t w i l l  devise a system w h ich  w i l l  be 
undu ly  complicated i f  no th ing  else. T h is  
is m ere ly another phase of the same th in g  
— accuracy, pettiness.
The a ttitud e  under consideration tends 
to  make the w o rk  o f the accountant 
burdensome and res tric tive . The opposite
a ttitud e  o f searching fo r the im p o rta n t 
m atters and ana lyz ing  them  is s tim u la t­
in g  and gives a fee ling  o f freedom and 
expectancy.
I t  is  no t so long since accountants as 
a usual th in g  made th e ir  yea rly  audits 
and attem pted to  in te rp re t the resu lts of 
such an a u d it by considering the la test 
year alone, except fo r  fina l ne t p ro fit, i. e., 
i f  any a ttem pt a t in te rp re ta tio n  was made 
a t a ll. L a te r the custom, I  use the word 
advisably, o f com paring the las t tw o 
years became ra th e r w e ll established. 
S t il l la te r some o f the more da rin g  ones 
w ent so fa r  as to compare resu lts fo r 
three years. In  ra re  cases, a recent year 
was compared w ith  a representative year 
some tim e back, ju s t before some im ­
po rta n t change in  po licy, methods or 
other im p o rta n t development in  the busi­
ness occurred. T h is  so rt o f comparison 
frequen tly  proves en ligh ten ing . A  begin­
n in g  has been made in  the d irec tion  of 
com paring the cond ition  and operations 
o f a p a rticu la r business w ith  those of 
other s im ila r  businesses, sometimes w ith  
the composite show ing o f several busi­
nesses. W ho w i l l  deny th a t th is  is a 
fe r t ile  field? We sha ll see more of th is  
as tim e goes on. In  certa in  cases, benefit 
m ay be derived from  com paring a given 
business w ith  one in  a d iffe ren t line  or 
in du s try . A no ther p rom is ing  procedure 
is due to  make its  con tribu tion . I  re fe r 
to  the use of s ta tis tics . Everyone knows 
th a t the fund o f available s ta tis tics  has 
been g row ing  ra p id ly  in  recent years, 
and th a t some of these have become very 
valuable. The tim e is not fa r  d is tan t 
when the accountant w i l l  make much 
greater use o f s ta tis tica l data than he 
has in  the past. A fte r  a ll, i t  is  as im ­
po rtan t fo r  the accountant to in te rp re t 
the resu lts  o f h is w o rk  as i t  is fo r  h im  
to  present them, perhaps more so. W hat 
young accountant is  no t a ttracted by the 
idea th a t an im p o rtan t p a rt o f h is w o rk  
w i l l  some day consist in  his m ak ing 
log ica l deductions from  the statements 
he prepares; deductions th a t w i l l  mean 
greater efficiency in  h is c lie n t’s business 
and the satis faction o f having rendered 
a service w h ich  h is c lien t adm its is 
ne ithe r a lu x u ry  no r a necessary evil?
Today there are tw o im p o rtan t classes 
o f accountants: the pessim ists and the 
optim ists. N ot m any are m ere ly in d iffe r­
ent. The pessimists seem to th in k  or 
feel th a t there is  “ no fu tu re ”  in  account­
ancy. The others are enthusiastic over 
the possib ilities fo r  the fu tu re . The 
difference in  a ttitud e  is la rge ly  accounted 
fo r by the difference between the idea 
th a t the last word has been said and the, 
idea th a t a good beg inn ing has been made. 
I f  i t  should develop th a t there is no  
fu tu re , i t  w i l l  be the fa u lt of the ac­
countants themselves.
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THE  p ro fess io n  of a cc o u n ta n c y  h a s  m ad e  g re a t  s tr id e s  w i th in  th e  p a s t  t h i r t y  y e a rs  in  a ll  m a t te r s  
ex cep t le g is la tio n . I t  h a s  k e p t a b re a s t  of 
co m m erce  a n d  in c id e n ta lly  h a s  a id ed  
co m m erce  in  m a k in g  i t  po ss ib le  fo r  m en  
to  co m b in e  an d  c o n tro l la rg e r  o rg a n iz a ­
t io n s  th a n  h a v e  e v e r b e fo re  b een  p u t  
to g e th e r. B u t  a ll  i t s  a d v an c es  h av e  com e 
fro m  th e  w o rk  of m em b e rs  w i th in  th e  
p ro fe ss io n  a n d  th e  re c o g n itio n  of th e  
m e r i t  of th is  w o rk  b y  th e  p u b lic  in  g en ­
e ra l, a n d  la w y e rs  a n d  b a n k e rs  in  p a r t i ­
c u la r .
No profession, however, can hope to  en­
dure and im prove in de fin ite ly  w ith o u t 
some fo rm  o f legal defense against those 
who would practice and benefit on its  
reputa tion , w ith o u t observing the rules 
and practices th a t are essential to  m ain­
ta in  standards. A t  present in  most 
states accountancy has no such protec­
tion . Anyone m ay hold h im se lf out as 
a p ra c titio n e r and perfo rm  accounting 
services fo r fees. The business men and 
others w ho are being served by such 
accountants m ay suffer irreparab le  loss 
because of i l l  advice g iven or w rong 
statements rendered, bu t the law  offers 
them  no p ro tection  other than th a t some 
accountants are State certified, w h ile  the 
rest are not. T h is  same cond ition  ob­
ta ined in  m edicine u n t i l  the State m edi­
cal and pharm acy laws were passed d r iv ­
in g  out the quacks who were no t equip­
ped to  render proper service. The law  
profession had s im ila r experiences u n t il 
i t  was protected by s tr ic t laws.
P resen t Laws
B u t w ith  accountancy in  the m a jo r ity  
o f states, the law  rem ains substan tia lly  
the same as the firs t law  passed in  New 
Y o rk  State in  1896. T h is  act replaced 
by a s im ila r act in  1910, and revised in  
1929, m ere ly d ign ifies certa in  account­
ancy p rac titione rs  who possess the re­
qu ired experience and educational qua li­
fications. Perm ission to  use the t it le ,  
Certified Pub lic Accountant, is  granted 
to  these persons thus lend ing prestige to  
th e ir  names and w ork.
These men have been under some regu­
la tion , in  th a t they m ay not engage in  
practice con tra ry  to  accepted standards 
and s t i l l  re ta in  th e ir  certificates. B u t 
the pub lic  is  in  no sense protected 
against p rac titione rs  who are under no 
regu la tion  whatsoever.
New leg is la tion  has been proposed in  
m any states and has been adopted in  
several, among w h ich  are M aryland, 
M ich igan, and I llin o is . Some of the b ills  
th a t have been offered to  State legis­
la tures have been defeated fo r the reason
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th a t they have d iscrim inated against cer­
ta in  groups.
Proposed Bills
A ll  the b ills  offered recently in  State 
legis latures may be classified genera lly 
as fo llow s:
1. The “ one class”  type of b i l l  w h ich  
would make provis ion  fo r  a ll non-certi­
fied men who are now practic ing , to re­
ceive th e ir  C. P. A. certificates and then 
pe rm it on ly  Certified P ub lic  Accountants 
to  practice in  the fu tu re .
2. The perm anent “ two-class”  b i l l  
w h ich  sets up tw o State boards of ac­
countancy, one fo r  the certified  status 
and the other fo r non-certified or “ pub­
lic ”  status and makes perm anent d is­
tin c tio n s  between them. 
3. The tem porary “ two-class”  b ill,  such 
as M ich igan ’s law, w h ich  would license 
separately the “ ce rtified ”  pub lic  and 
“ non-certified”  pub lic  groups, m aking  
tem porary d is tinc tions  between them, 
w h ich  d is tinc tions  w i l l  disappear 
gradually.
4. The “ C. P. A .”  type, w h ich  deals 
on ly w ith  s tiffen ing  the present requ ire­
ments fo r C. P. A . certificates, bu t makes 
no prov is ion  fo r non-certified men, per­
m it t in g  them  to  practice as heretofore.
The H ickey Bill
Two b ills  before the 1929 session of 
the New Y o rk  State Legis la ture , were i l ­
lu s tra tive  o f the f irs t  and fo u rth  types. 
The H ickey B il l,  Senate 954, In t .  800, 
provided th a t on and a fte r the date of its  
enactment, a ll accountants, who have 
been in  practice fo r  five years in  New 
Y o rk  or another State as a pub lic  ac­
countant or employed as such, or who 
are officers o f corpora tions th a t have 
done accounting w o rk  fo r  five years, 
such as members of the Income Tax 
U n it, sha ll be issued a C. P. A. ce rti­
ficate w ith o u t exam ination and th a t a fte r 
December 31, 1929, no accountant may 
practice pub lic  accountancy unless he 
has been previously certified or certified 
under one o f the provis ions of the Act. 
The b i l l  fa iled  in  the leg is la ture , bu t i t  
is lik e ly  to  be revived from  year to year, 
and the objections to  i t  are ou tlined here. 
T h is  b i l l  is  doubly objectionable because:
1. I t  w i l l  adm it to  im m ediate certified 
standing thousands of men who w i l l  a t­
ta in  the status w ith o u t having completed 
a ll of the requirem ents th a t present cer­
tified  men have completed. I t  therefore 
d iscrim inates against the present cer­
tified  men, in  tha t i t  w i l l  low er the value
o f th e ir  certificates fo r  a t least a fu l l  
generation, w h ich  means th e ir  f u l l  l i fe ­
tim e.
2. I t  is also objectionable, in  th a t i t  
w i l l  exclude the thousands o f young ac­
countants who have been in  practice fo r  
a period o f less than five years and who 
can no t pass o r can not q u a lify  fo r im ­
mediate C. P. A. exam inations. I t  w i l l  
take from  these men th e ir  means o f live ­
lihood. Each w i l l  be forced to  give up 
his c liente le and e ith e r q u it the profes­
sion or w o rk  fo r another accountant.
I t  is  questionable w hether the in te rest 
of the general pub lic  w i l l  be served to  ad­
vantage by such wholesale g ra n tin g  of 
C. P. A. certificates. The b ill,  i f  enacted, 
would ce rta in ly  not a id the accountancy 
profession fo r a long te rm  o f years.
T h e  S m ith  B ill
As an example of the fo u rth  “ C. P. A .”  
type, the S m ith  B il l,  Assembly 379, In t. 
375, New Y ork , passed by the leg is la ture  
and recently  signed by the Governor, 
provides fo r  a s tiffen ing  up of the re­
quirem ents fo r  ta k in g  C. P. A. exam ina­
tions and brings about a complete read­
jus tm en t of the State m ach inery fo r  is ­
suing certificates and regu la ting  the ac­
tions o f th e ir  holders. The State board o f 
accountancy is  increased to  five mem­
bers, a council on accountancy is  cre­
ated to  advise w ith  the regents on ac­
countancy m atters, a grievance com m it­
tee w i l l  fun c tion  on m atters o f w ith d ra w ­
in g  a m an’s certifica te and disbarm ent. 
Furthe rm ore, reg is tra tio n  w i l l  be re­
qu ired yea rly  of a l l certified men.
A l l  o f these provis ions are excellent 
and tend to  raise the status o f the “ cer­
tif ie d ”  p ractitioners , bu t no prov is ion  
whatever is made fo r  regu la tion  of un­
certified men. W ith  the new b i l l  the 
“ pub lic ”  accountant m ay practice as 
heretofore w ith o u t license or res tra in t.
I t  is obvious, o f course, th a t the pub­
l ic ’s fa ith  in  certified men w i l l  be 
strengthened and i t  is  qu ite lik e ly  th a t 
more and more business men w i l l  demand 
“ certified”  statements, bu t these are m at­
te rs o f conjecture; the fact rem ains th a t 
the pub lic ’s in te res t is no t protected any 
more than before, because uncertified 
men are s t i l l  a t lib e rty  to  practice w ith ­
out supervision.
However, th is  b i l l  is  a step fo rw ard , 
p a rtic u la r ly  in  estab lish ing a com m ittee 
on grievances comparable to  the State 
bar committee. I t  is  now a law  in  New 
Y o rk  State.
“Two-Class” Legislation
The I llin o is  law  provides fo r  tw o  State 
boards, one fo r  the certified group and 
the other fo r the non-certified group. The
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d is tin c tio n  between t h e tw o groups is 
perm anent. Each class is d ire c tly  under 
State con tro l and subject to  specific ru les 
o f practice. The status of the certified 
group is l i t t le  changed from  w hat i t  has 
been, except th a t reg is tra tio n  is provided.
The status o f the non-certified group 
is changed, b rin g in g  th is  group under 
State contro l, so th a t those whose practice 
is against the State code w i l l  be excluded 
from  fu rth e r practice. Laws o f th is  type 
make clear to  the pub lic  the d is tin c tio n  
in  the license of a certified man and th a t 
o f an uncertified p rac titione r.
The M ich igan type of law  is also “ tw o 
class,”  in  the sense th a t i t  fixes the status 
and fu r th e r licenses tw o  classes o f ac­
countants, certified and non-certified. 
The non-certified class, however, w i l l  
g ra du a lly  disappear and w ith in  a genera­
t io n  there w i l l  be on ly one class.
F rom  the pub lic ’s v iew po in t, th is  is the 
best b i l l  suggested to  date. I t  b rings a ll 
accountants under contro l. I t  is  no t d is­
c r im in a to ry  to  certified men because i t  
does not m a te ria lly  change the status 
they had before. I t  fu r th e r  gives legal 
s tand ing  to  a ll non-certified men— some­
th in g  they did not possess before—w h ich  
w i l l  increase the pub lic ’s confidence in  
th is  group.
Possib le Objections to  P erm anen t “ Two- 
Class” D istinctions
W hile  the  last mentioned type of b i l l  is 
ad m itte d ly  the best ye t offered, there is 
the  p o ss ib ility  of “ tw o classes”  fo r  a fu l l  
generation.
The I llin o is  b i l l is alm ost out o f the 
question as a perm anent solution. No 
profession has ye t endured w ith  tw o 
classes of workers. There should 
even tua lly  be on ly  one class of p ra c titio n ­
ers, a ll p ra c tic in g  w ith  the same license 
and under the same ju r is d ic tio n . U n til 
th is  objective is atta ined, the profession 
w i l l  be unsettled w ith  disputes and com­
p e titive  destructive w ra ng lin g  th a t w i l l  
low er the professional standards ac­
countancy should m a in ta in .
Suggested Type of B ill
W ith  these thoughts in  m ind  we m ig h t 
t r y  to  w o rk  out a so lu tion w h ich  w i l l  be 
equitable to  a ll present parties concerned 
and eventua lly  b rin g  a ll recognized ac­
countants w ith in  one class. Sure ly the 
pu b lic  w i l l  be best benefited by such a 
procedure i f  i t  can be worked ou t satis­
fa c to r ily  to  a ll present pa rties  concerned 
w ith o u t d isc rim in a tio n  to  any class or 
group. B y com bin ing the good features 
o f b ills  already suggested and by adding 
several new features we may be able to 
f ind  a sa tis facto ry plan.
The fo llow ing  are recommendations fo r 
consideration:
1. Issue licenses to a ll present and a ll 
fu tu re  Certified P ub lic  Accountants w ith  
a  prov is ion  th a t re re g is tra tion  m ust be 
made yearly.
2. Issue licenses to  a ll present non-cer­
tified  men w ith  a prov is ion  th a t reregis­
tra t io n  m ust be made yea rly  fo r a period 
o f ten  years. The issue o f the  f irs t  
license, however, to  be lim ite d  to  those 
non-ce rtified  m en who are a c tu a lly  in  
practice  now  as a pu b lic  accoun tant o r 
engaged in  a u d iting  systems or inves­
t ig a tiv e  w o rk  fo r  ano the r pu b lic  ac­
coun tan t, o r who are engaged in  fie ld  
a u d itin g  w o rk  o f a b ranch o f the  State 
o r F ede ra l G overnm ent.
3. Issue no m ore licenses to  non- 
certified men a fte r the firs t group.
4. A t  the  end o f ten  years p e rm it a ll 
non-certified men who are s t i l l  in  prac­
tice  as such and w ho  have been in  con­
tinu ou s  practice  d u r in g  the  ten-year 
period, and who have reregistered yea rly  
d u rin g  th a t pe riod  to  be ce rtif ie d  w ith ­
ou t exam ina tion . M od ifica tions m ay be 
suggested here, such as g iv in g  some 
c re d it to  non -ce rtified  men who have 
been in  p ractice  fo r  a num ber o f years 
p r io r  to  the  passage o f the A c t. The 
am oun t o f such c re d it cou ld be w orked  
ou t eq u ita b ly , b u t in  no case ough t the  
c re d it be m ore tha n  five years.
5. Increase the State board of ac­
countancy fro m  th ree  to  five members.
6. E stab lish a council on account­
ancy to  advise w ith  the  State E duca­
tio n a l D epartm ent, and w ith  the  State 
board of accountancy on m atters of 
po licy.
7. E s tab lish  a grievance com m ittee  
to  handle a ll com p la in ts  aga inst licensed 
accountants and to m ake recom m enda­
tions  to  the  State E du ca tio na l D epa rt­
m ent on the  revoca tion  o f licenses and 
reissue of licenses. The grievance com ­
m ittee  to  be composed o f ten members, 
a t least th re e  o f w hom  sh a ll fo r  ten 
years a fte r  passage o f the  A c t be non- 
ce rtifie d  members.
8 . P rov ide  fo r  new educa tiona l re ­
quirem ents to  take C. P. A. exam inations 
such new requirem ents to  take effect fou r 
years a fte r passage of the b ill.  These edu­
cation requirem ents to  be worked out by 
the  State board o f regents so th a t the 
la tte r  w i l l  have ju r is d ic t io n  over schools 
o f accountancy and prescribe the 
le ng th  o f th e ir  courses, the  con tent o f 
c u ltu ra l and p ro fess iona l w o rk  and the 
tim e  o f attendance.
9. R e ta in  the  present experience re ­
qu irem ents  fo r  a l l new candidates fo r  
C. P. A . exam inations.
Comment
The above po in ts  m ay be used as 
a basis fo r  discussion. To num ber one 
the re  w i l l  be h a rd ly  any ob jec tion  fro m  
anyone. On num ber two, there w i l l  be 
considerable discussion. A l l  th a t I  have 
in  m ind there is to  be fa ir  and equit­
able to  non -ce rtified  groups. N um ber 
th ree  w i l l  p e rm it ce rta in  men to  be cer­
tif ie d  w ith o u t exam ina tion , b u t I  can 
see no o b je c tion  to  a d m ittin g  m en as
ce rtif ie d  a fte r  they  have had ten  years 
of accoun ting  experience under license 
o r re g u la tio n  o f the State. N um bers 
fou r to  e igh t, inclusive, are covered ade­
quately in  the S m ith  B il l,  recently passed 
by the New Y o rk  State Legis lature .
The ob jec tive  o f the  above sugges­
tions is  to establish accountancy as an 
accepted pro fession, thus ren de ring  
be tte r service to  the  p u b lic ’s in te res t.
T H E  P R O B LE M  OF L E IS U R E
By OTTO H. KAHN
F r o m  a n  a d d r e s s  a t  G e o rg e  P e a b o d y  C o l­
le g e  f o r  T e a c h e r s ,  a t  N a sh v ille ,  T en n ., o n  
N o v e m b e r  2, 1928.
Ours is a restless, pu rpose fu l, dyna­
m ic  age. I t  is ceaselessly exp lo ring , 
cha lleng ing , d iscovering , conquering , de­
ve lop ing .
A t  no pe riod  in  h is to ry  have changes 
been so rap id , so decisive and so fa r-  
reaching, o f such v ita l e ffect upon the 
ways o f liv in g , the  m anners and con­
cepts o f the  people, as they  have in  the  
la s t f i f ty  years, and m ore  p a r tic u la r ly , 
in  th is  cou n try , in  the  la s t tw en ty -five  
years.
One o f the  m ost cha rac te ris tic  
changes and one o f the  m ost fa r-rea ch ­
in g  in  its  effects upon the  race is the 
increased am oun t o f le isu re  w h ich , o f 
la te  years, has come in to  the  l i fe  o f a 
la rge  p o rtio n  o f o u r po pu la tio n , es­
p e c ia lly  th a t o f the  w o rk in g  men. 
The sign ificance o f th a t developm ent 
is accentuated by the  abo lishm ent o f 
the  saloon.
I  need no t p o in t ou t to  a body o f 
educators the  ve ry  g rea t im portance o f 
the use w h ich  we m ake o f o u r le isu re  
hours. Dean Inge, the  fam ous “ g loom y 
dean”  o f E ng land , d id  no t exaggerate 
w hen he said rece n tly : “ The r ig h t  use 
o f le isu re  is no doub t a ha rde r prob lem  
tha n  the r ig h t  use o f o u r w o rk in g  
hours. The sou l is dyed the co lou r o f 
its  le isu re  though ts . As a m an th in k -  
e th  in  h is  h e a rt so is he .”
A p a rt fro m  those lessons w h ich  we 
le a rn  fro m  ou r d a ily  experience in  the  
ro u tin e  a ffa irs  o f o u r existence and in  
ou r re g u la r occupations, i t  is no t too 
m uch to  say th a t ou r in d iv id u a l de­
ve lopm ent, the  ve ry  contents o f ou r 
lives, a re la rg e ly  in fluenced, i f  no t de­
te rm ined , by  the  uses to w h ich  we de­
vote  th a t p a r t o f o u r tim e  w h ich  is no t 
absorbed by the  demands o f w h a t gov­
ernm en t s ta tis tics  te rm  “ g a in fu l occu­
pa tions .”
As a m a tte r o f fac t, I  doub t w h e the r 
the re  are any occupations m ore “ ga in ­
f u l ”  in  the  tru e s t sense o f the w ord  
tha n  some o f those ha v in g  no re la tio n  
to  m ere m on e ta ry  re tu rn s . To quote 
Dean Inge once m ore : “ E ve ry  im p e r­
sonal in te re s t has a un ive rsa l q u a lity
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abou t i t .  I t  m akes l i fe  as a w hole 
w o rth  m ore to  us, and opens avenues 
w h ich  en la rge o u r m in ds .”
B e ing  g iven reasonably good he a lth  
— and the use o f ou r le isu re  hours  has 
m uch to  do, o f course, w ith  th e  m ak­
in g  or m a rr in g  o f o u r he a lth — I  doub t 
w h e the r the w o r ld  has ever kno w n  a 
tim e  w hen such b o u n tifu l o p p o rtu n itie s  
were ava ilab le  as the re  are now  fo r  
m a k in g  the  l i fe  o f the average m an in  
the  lead ing  coun tries  f u l l  and r ic h  and 
in te re s tin g  and s t im u la tin g , m ore es­
pe c ia lly  in  o u r ow n cou n try .
I  have been quoted in  the  press, 
recen tly , as saying th a t m y “ recipe fo r  
keep ing young is o v e rw o rk .”  T h a t is 
no t qu ite  w h a t I  m eant to  express in  
the  casual in te rv ie w  fro m  w h ich  th a t 
sentence was cu lled . W h a t I  in tended 
to  advise is : in te n s ity  o f w o rk , m u lt i­
p l ic ity  o f in te rests , d iv e rs ity  o f occupa­
tions. I t  is as ton ish ing  how  m uch we 
can c row d in to  the  w a k in g  hours o f 
ou r day, w ith o u t fa tig u e  and o ve rs tra in , 
i f  we b u t v a ry  ou r a c tiv itie s .
The one th in g  to  avo id  is to  m ake 
m achines o f ourselves, to  p e rm it o u r­
selves to  s in k  in to  a s tate o f s lugg ish , 
in cu rio us , un im pressionab le  ro u tin e . 
The one th in g  th a t causes deadening 
fa tig u e  is to use con tinu ou s ly  one set 
o f the  “ m uscles”  o f ou r b ra in , and to  
use no t a t a ll, o r a lto ge th e r too l i t t le ,  
the “ m uscles”  o f o u r soul. The th in g  
to  s tr iv e  fo r  is to keep keen o u r zest, 
broad o u r in te rests, w a rm  ou r sym pa­
th ies, responsive ou r sen tim ents fo r  li fe  
and hu m an k ind .
O f course, the re  m ust be one ch ie f 
occupa tion  w h ich  com m ands ou r 
p r im a ry  a c t iv ity  and p r in c ip a l energy. 
To sca tte r oneself over too m any th in gs , 
w ith o u t con cen tra ting  p re em in en tly  on 
one o r tw o, is to  be a d ile tta n te  in  
e ve ry th in g  one does, and p ro fic ie n t and 
effective  in  no th in g . B u t, neverthe­
less, th e  o ld  L a t in  saying u tte re d  tw o  
thousand years ago, “ N ih i l h u m a n i a 
me a lienum  p u to ”  (N o th in g  hum an is 
fo re ig n  to  m e )— w h ich  means: don’t  
n a rro w  y o u r fie ld  o f th o u g h t, fee ling , 
and action , m eet a l l sorts and cond i­
tion s  o f people, touch l i fe  in  m any 
aspects— is s t i l l  a m ax im  o f bo th  t ru th  
and p ra c tica l w isdom .
I t  is open to everyone, how ever hu m ­
ble h is  c ircum stances, to  en rich  h is  l i fe  
by  p a rta k in g  o f its  in n e r contents, by 
g rasp ing, even tho ugh  i t  be m ere ly  
v ica rio u s ly , its  th r i l l ,  rom ance, and ad­
ven tu re .
To be sophisticated, is n o t to  be su­
p e rio r. To be blase o r cyn ica l, is n o t to 
be a ph ilosopher. To be level-headed, 
even hard-headed, does no t mean be ing 
“ ha rd -b o iled .”  To be a “ snob”  v is-a- 
v is  o f life ,  ind ica tes— lik e  be ing a so­
c ia l snob— la ck  o f r ig h t  fee lin g , o f 
robustness, self-assurance, poise. To 
p u t a l l the  eggs o f yo u r aim s, in te rests , 
and occupations, in  one basket, is  no t 
to  be a good m anager. To see l i fe  
m ere ly  p h o tog rap h ica lly , is n o t to  see i t  
r ig h t ,  o r see i t  whole , because l i fe  does 
con ta in  ce rta in  essentia l “ im p on der­
ables”  w h ich  no lens, o th e r th a n  th a t o f 
ou r in n e r s ig h t and unders tand ing , can 
reproduce.
I t  has been said th a t  v a r ie ty  is “ the 
spice o f l i fe . ”  B u t i t  is  m uch m ore 
tha n  th a t. I t  is one o f the  ve ry  essen­
tia ls  o f a co rrec t d ie t o f liv in g , ju s t  as 
v a r ie ty  o f food is an essentia l o f a co r­
rec t d ie t o f nou rishm en t.
As the  so il o f a g r ic u ltu ra l la nd  re ­
qu ires ro ta t io n  o f crops in  o rd e r to 
produce the  best resu lts , so does the 
so il o f ou r in n e r be ing  re q u ire  v a r ie ty  
o f tre a tm e n t in  o rd e r to  rem a in  e lastic  
and fe r t ile ,  and to  enable us to  produce 
the best we are capable of.
ISSUES C R E A TE D  B Y  PR ESEN T  
C O M P E TIT IV E  CO ND ITIO N S
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e ra l advance in  prices. I t  can o n ly  be 
expla ined by lo w e r m a n u fa c tu r in g  costs. 
Th is  tendency supports the  less po in ted 
s ta tis tic a l evidence re g a rd in g  the  com­
p a ra tive  op e ra ting  effic iency o f consoli­
dated en te rp rise . In  o th e r words, in ­
d u s tr ia l conso lida tions th ro u g h  reduc­
t io n  o f p ro du c tion  costs, have tended to  
check the upw ard  m ovem ent o f prices 
induced by a changed cu rrency  s itu a ­
t io n .”
I f  conso lida tions in  o th e r in d u s trie s  
have resu lted  in  a lo w e rin g  o f bo th  
op e ra ting  costs and a checking o f the  
upward trend  of sales prices i t  seems 
probable th a t s im ila r  benefits w o u ld  be 
obta ined in  the  ho te l in d u s try  th ro u g h  
the developm ent o f the  m erge r idea.
O perating  Costs M ust Be Reduced
The prob lem  o f p a rin g  op e ra ting  
costs down to  the  m in im u m  is m ore 
acute in  the old than in  the new hotel. 
R educing you r cost o f ope ra tion  is one 
w ay o f m eeting  com petition . There  are 
m any ways of reduc ing  op e ra ting  costs. 
I  have ju s t  m entioned one— th ro u g h  
m ergers. A n o th e r m ethod in  w h ich  in ­
d iv id u a l ho te l owners m ay p a rtic ip a te  is 
the  s tudy and com parisons o f op e ra ting  
costs th ro u g h  the  m ed ium  o f  yo u r 
ho te l associations. I  w a n t to  c ite  as an 
exam ple o f w h a t I  consider an in te l­
lig e n t e ffo r t to meet com p e titio n  by re ­
ducing opera ting costs, the studies being 
made by the W est Side H ote l Association 
o f New Y ork  C ity . The members o f th is  
association have gotten together and ex­
changed opera ting data. Im agine hav ing
placed before you in  com parative fo rm  
the payro lls  by departments, the cost of 
heat, lig h t, power, and other v ita l operat­
in g  figures of t h ir t y  hotels s im ila r  to 
you r own? H ow  valuable such a state­
m ent w ould be to  you! I t  w ould enable 
you to  compare the salaries you pay fo r  
various positions, the num ber of em­
ployees to  a position, the cost of elec­
t r ic ity ,  coal, taxes, etc., w ith  the figures 
in  a score and a h a lf o ther hotels. I t  
w ould te ll you where you r weak po in ts 
are.
The Ohio H ote ls Association is  another 
group I  know  of w h ich  is m aking 
strenuous efforts to  help its  members re­
duce waste.
B u t i t  is  su rp ris in g  how few  groups 
th roughout the  coun try  are honestly t r y ­
ing  to  study and reduce opera ting costs. 
F o r th is  purpose the m embership of your 
la rge r associations could be broken up 
in to  study groups composed of a reason­
able num ber of hotels of the same general 
type and size. More in tensive studies 
m ust be made o f opera ting  costs in  order 
to  meet present com petitive conditions.
Closing R em arks
In  c losing I  w ish  b rie fly  to  review  and 
emphasize the fo llo w in g  po in ts  w h ich  
present com petitive conditions in  the 
hotel in d u s try  make dom inant issues:
1. The economic li fe  o f a hotel is be­
com ing shorter. The rates recommended 
by the depreciation com m ittee o f the 
Am erican H ote l Association are based 
on past experience and consequently are 
too low, i f  anyth ing . There is a reason­
able doubt th a t the economic ( i. e. p ro­
fitab le) li fe  o f a ho tel b u ilt  under modern 
com petitive conditions is as much as 
t h ir t y  years.
2. D epreciation is no t a “ book figure.”  
I t  is  ve ry  real, and fa ilu re  to  take i t  
p rope rly  in to  consideration w i l l  place you 
in  the same predicam ent th a t m any own­
ers of old hotels find themselves in  to­
day. They are unable to  finance the 
operation of rebu ild ing , a lthough they 
realize the necessity fo r  it .
3. Concerted efforts m ust be made by 
owners of old hotels f irs t to  m a in ta in  
th e ir  establishm ents in  such m anner th a t 
the new hotel does not afford bette r value 
fo r  the do lla r and, second to  educate the  
pub lic  to  a rea liza tion  of th is  tru th .
4. O ther industries  lead the hotel in ­
dustry  in  adopting the m erger p lan as an 
expedient in  present day com petitive con­
d itions. The m erger idea should be given 
especial a tten tion  by hotel men in  sm aller 
cities.
5. H o te l associations m ust devote 
greater efforts to  assisting th e ir  members 
to  pare down opera ting costs in  th is  figh t 
w h ich  w i l l  resu lt in  “ The su rv iva l of the 
fittes t.”
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C. P. A. EXAMINATION QUESTIONS, DISTRICT 
OF COLUMBIA—MAY 13 AND 14, 1929
A U D IT IN G  
M ay 13 and 14, 1929
A n s w e r  a ll  Q u e s tio n s .
1. W hat is your conception of the legal 
duties, responsib ilities, and lia b ilit ie s  of 
pub lic  accountants?
2. Does you r conception o f a pub lic  ac­
countan t’s m ora l ob liga tion  d iffe r from  
you r conception of h is legal ob ligation? 
I f  so in  w hat respect?
3. In  m aking an au d it of a sm all c ity  
you find  th a t a W ater W orks has been con­
structed from  the proceeds of a bond issue 
m a tu rin g  in  20 years. A nnua l pro­
vis ions have been made and are being 
made suffic ient to  re t ire  the bonds at 
m a tu rity . The life  of the W ater W orks 
is also computed as being 20 years, bu t 
no p rovis ion  has been made fo r  deprecia­
tion .
Two d iffe ren t views are held by the 
c ity  officials, some contending th a t no 
special p rov is ion  should be made fo r 
depreciation, w h ile  others contend th a t a 
prov is ion  fo r  th a t purpose is necessary.
W hat is you r position  on the m atter? 
Discuss.
4. Suggest tw o methods fo r covering 
a cash defalcation th rough  the sales ac­
count o f a m anufac tu ring  concern and 
state w hat you w ould do to  prevent the 
use of these methods.
5. In  m ak ing an au d it you find  th a t a 
num ber o f corrections to  the books are 
necessary to  make them  conform  to the 
Balance Sheet as you have prepared it .
The officers of the Company refuse to 
pu t these corrections on the books.
Under the circumstances w ould you 
render a report? I f  so w hat w ould you 
say in  the certifica te  accompanying the 
Balance Sheet?
6. In  a u d itin g  a concern m anufactu r­
in g  autom obile tire s  w h ich  closed its  
year December 31st, you find th a t on 
January 5th a price reduction o f 10 per 
cent went in to  effect. T h is  applied not 
on ly  to  fu tu re  sales bu t also a ll unsold 
merchandise in  the hands of the com­
pany’s dealers on th a t date.
W ould  you make any ad justm ent in  
your Balance Sheet o f December 31st to 
cover th is? Discuss fu lly .
7. In  your au d it of a corpora tion you 
find th a t i t  has a num ber of branches 
and also owns stock in  various other 
corporations va ry ing  in  am ount from  30 
per cent to 100 per cent o f th e ir  outstand­
in g  capita l.
The branches ca rry  considerable 
amounts in  inven to ries and acounts re­
ceivable and there is a considerable vo l­
ume of transactions w ith  the other corpo­
ra tions in c lud in g  substantia l loans.
Under these circumstances ou tline  the 
scope of your audit.
8. How w ould you v e r ify  the “ W ork  
in  Process and F in ished Goods”  in ­
ven tory  of a m anu fac tu ring  concern i f  
no cost system has been insta lled?
9. Describe in  de ta il how you w ould 
v e r ify  the Accounts Receivable and de­
te rm ine  the sufficiency of the Reserve 
fo r Bad Debts.
10. In  m aking  an au d it w ould you ex­
am ine the Corporate M inu te  Book and 
Stock records? I f  so fo r  w hat purpose?
T H E O R Y  A N D  P R A C T IC A L  
ACC O U NTIN G  
F ir s t  Session
I. (Twenty-five P o in ts ).
The stockholders of the A, B, C, D, and 
E  Companies have agreed to  exchange 
th e ir  stock in  those corporations fo r  6 
per cent non-partic ipa ting  pre ferred and 
no par value common of a corpora tion 
to  be organized.
You make an au d it and find  the fo l­
low ing :
A v e ra g e  A n n .
N e t  T a n g ib le E a r n in g s  fo r C a p i ta l  a n d
A s s e ts 5 -y e a r  p e rio d S u rp lu s
A $1,500,000 $300,000 $1,000,000
B 500,000 200,000 500,000
C 1,000,000 150,000 500,000
D 3,000,000 450,000 2,000,000
E 4,000,000 400,000 5,000,000
You are requested to  advise as to  the 
c a p ita liza tio n  o f the new co rp o ra tion  
and how  th a t s tock should be d is tr i­
buted.
I I .  (T w e n ty  P o in ts .)
A  Com pany is organ ized on Janua ry  
1st, 1928, w ith  $750,000.00 com m on 
cap ita l stock w h ich  i t  sells fo r  cash 
a t par us ing p a rt o f the  proceeds to 
buy  $270,000.00 pa r va lue  o f the  com­
m on ca p ita l stock o f B Com pany fo r  
$375,000.00 and $250,000.00 pa r va lue 
o f the  com m on ca p ita l stock o f C Com­
pany fo r  $325,000.00.
A t  the  date o f purchase the  aud ited  
balance sheets o f the  B and C com­
panies show the fo llo w in g  assets and 
lia b ilit ie s :
A S S E T S
B  Co. C Co.
T a n g ib le  A s s e ts  ............. $425,000 $400,000
G ood w ill .................... .. 50,000
T o ta l
L I A B I L I T I E S  A N D  N E T  W O R T H
L ia b i l i t ie s  ............................  $75,000 $50,000
C a p i ta l  S to c k  (100  p a r  
v a lu e )
P r e f e r r e d  .............................................. .............
C o m m o n  .................... 300,000 250,000
S u rp lu s  ..............................  100,000 100,000
T o ta l
F ro m  the fo reg o ing  prepare a con­
so lida ted balance sheet o f the  th ree 
companies im m e d ia te ly  a fte r  the  p u r­
chase.
D u rin g  the  year ended December 31,
1928, B and C Companies have made
earn ings and declared (b u t no t pa id ) 
d iv idends as fo llo w s :
E a r n i n g s  D iv id e n d s  D e c la re d  
b u t  n o t  P a id  
B  C o m p a n y  . . . .  $60,000 10%
C C o m p a n y  . . . .  50,000 8%
Show the item s m a k in g  up the  con­
so lida ted  surp lus  account a t the  close 
o f the  year.
I I I .  (F if te e n  P o in ts .)
D u r in g  the  course o f an a u d it you  
find  accounts as fo llo w s :
IN V E S T M E N T S — S to c k  in  A  C o m p a n y  $100
p a r  p e r  s h a r e  
D e b its
J a n .  1, 1927. C o s t o f  100 s h a r e s  . .  $17,500
F e b . 1, 1927. 50 s h a r e s  re c e iv e d  a s
a s tock d iv ide nd  ....................... 5,000
C red its
J u ly  1, 1927. 25 shares o f d iv idend
stock sold a t 125 ....................  3,125
P R O F IT  A N D  LOSS 
C red its
Feb. 1, 1927. Cash d iv idend  on A
C om pany stock ...........................  3,125
Feb. 1, 1927. S tock d iv idend  A  Com­
pany stock 50% .........................  5,000
W h a t ad jus tm en ts  to  these accounts 
w ou ld  you m ake? Give reason.
(Solve th is  p rob lem  by  w h a t you con­
s ider p roper accoun ting  procedure, dis­
re g a rd in g  any incom e tax fea tu re .)
IV . (T en  P o in ts .)
You are em ployed to  m ake an a u d it  
o f the books o f the  A rcha ic  Com pany 
and c e r t ify  to its  Balance Sheet and its  
earn ings fo r  a pe riod  o f th ree  years. 
Upon y o u r a r r iv a l a t the  Com pany’s 
office you find  its  books have been kept 
by s ing le  e n try . H ow  w o u ld  you p ro ­
ceed?
V . (T en  P o in ts .)
A  co rp o ra tion  you are a u d itin g  as o f  
December 31, 1928, has ou ts ta nd ing  an  
issue o f P re fe rre d  Stock under an 
agreem ent th a t a ra t io  o f c u rre n t assets 
to c u rre n t l ia b ilit ie s  o f 2 to 1 sha ll be 
m a in ta ined . You are asked to  prepare 
a s ta tem ent show ing w h e the r o r n o t 
th is  agreem ent has been kep t. In  pre­
p a rin g  th is  s ta tem ent w h ich  o f the  fo l­
lo w in g  accounts w o u ld  you inc lude?  
Give reasons.
ASSETS
Accounts Receivable
(a ) Due from  Customers
(b ) Due from  Officers and Employees
(c ) Due from  a company fo r  advances,
etc.
Cash on hand and in  bank
Cash in  hands of S in k in g  Fund Trustees
Cash Surrender value of L ife  Insurance
Discount on Bonds Sold
Inven to ry
(a ) F in ished Goods
(b ) W ork  in  Process
(c ) Raw M ateria ls
(d ) Miscellaneous Facto ry  Supplies
(e) P r in tin g  and S ta tionery
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( f )  M ach inery and Equ ipm ent in
Storeroom
(g ) Sm all Tools in  Store room
Investm ents
(a ) M arketable Securities
(b ) Stock in  A  C om pany (25 per cent
ow nership)
(c ) O ther Securities
(d ) Securities in  hands of S in k in g
Fund Trustees 
O rgan iza tion Expense 
Prepaid A dve rtis in g  
Prepaid F ire  Insurance prem ium s 
T reasury Bonds 
T reasury Stock
L IA B IL IT IE S
Accounts Payable— M erchandise cred itors
Accrued County and State taxes
Accrued Wages and Salaries
Accrued In te res t on bonds and mortgages
Bonded Debt
M ortgage payable
Notes payable
Reserve fo r  Federal Income ta x
V I. (Seven and one-half Points.)
The books of a corpora tion show
B uild ings (a t  cost) ................................ $300,000
M achinery and Equipm ent (a t  cost) 500,000 
R eserve for depreciation on B ld g s .. .  60,000 
R eserve for depreciation on M achin­
ery and E q u ip m e n t.........................  100,000
There is subm itted to  you an appraisal 
of the foregoing assets made by a repu t­
able appra isal company w h ich  shows the 
fo llow ing :
B uildings Mach. & 
Equip.
Cost o f reproduction new . .$400,000 $600,000 
Sound value .........................  300,000 450,000
You are asked to  ad just the books to 
th is  appraisal. W hat entries w ould you 
make? W hy?
V I I .  (Seven and one-half P oints.)
A  corpora tion  buys land, bu ild ings and 
m ach inery fo r  $1,000,000.00, g iv in g  in  
paym ent the re fo r $500,000 face value of 
its  6 per cent 20 year bonds and cash 
$500,000.
The land upon w h ich  the p lan t is 
located is w o rth  $250,000.00. The p lan t 
and m ach inery have an estim ated li fe  of
20 years.
The bonds provide th a t a s in k in g  fund 
sha ll be set aside each year in  cash, 
w h ich  a t 4 per cent compounded w i l l  be 
sufficient to  re tire  the bonds a t m a tu rity .
W hat accounts w ould you set up to 
take care of the S in k in g  Fund and depre­
cia tion? D ra ft the Journa l E n trie s  to 
be used the firs t and second year.
(A n  annual s in k in g  fund  in s ta llm e n t 
of $16,800.00 may be used.)
V I I I .  (F ive  Points.)
$500,000.00 face value of bonds are sold 
a t 95. $50,000.00 of these bonds are sub­
sequently redeemed at 97.50. W hat en­
tr ie s  should be made covering these two 
transactions?
C O M M E R C IA L  L A W
A n s w e r  a ll  te n  q u e s tio n s .
1. W hat is the ru le  in  confusion of 
property? Discuss fu lly .
2. M ay a trustee give a v a lid  m o rt­
gage on a tru s t estate?
3. A n  in testate leaves rea l estate th a t 
had been le ft  h im  by h is  m aterna l grand­
fa the r. He leaves no ch ild ren, bu t fa ther, 
m other, bro ther, and ch ild re n  of a de­
ceased sis ter are liv in g . To whom  would 
the p roperty  go? I f  the rea l estate had 
been purchased, to  whom  w ould i t  go?
4. W hat is the ru le  as to  paying a de­
cedent’s debts? I f  the beneficiary dies 
before the testator, w h a t happens to  the 
legacy? How may th is  be avoided?
5. As between the executors and the 
heirs, w h ich  is en titled  to :
(a ) Real estate o f a pa rtnersh ip  of 
w h ich  deceased was a member?
(b ) A  lease fo r twenty-one years?
(c ) A  r ig h t  of way?
(d ) F ix tu res  attached to  decedent’s 
rea l estate and used fo r  trade 
purposes?
Give reason or reasons fo r  you r an­
swers.
6. A n accountant agreed w ith  a cor­
po ra tion  th rough  its  president to  ex­
am ine the books. A fte r  beg inn ing w o rk  
he became uneasy and asked the presi­
dent to  guarantee paym ent personally. 
T h is  the president d id  in  w r it in g . When 
the w o rk  was fin ished the corpora tion 
was insolvent. Was the president lega lly  
liable? I f  he then found th a t the presi­
dent was also inso lvent could he hold 
the vice president who had prom ised in  
the presence of the president th a t he 
w ould make good should the corpora tion 
and the president both fa i l  to  pay? Give 
reasons fo r  your answer.
7. A  trade r in  inso lvent circumstances 
sold h is  stock in  trade and deposited the 
purchase money to  the c red it of h is ac­
count in  bank. A t  the tim e an overdue 
note of h is was held by the bank and he 
gave the bank a check to  cover the note. 
Three months la te r he was bankrupt. 
Is such payment a preference and there­
fore to  be set aside? Discuss fu lly .
8. I f  a man named J. P. M organ could 
be found in  New Y ork, w ould he be a l­
lowed to  s ta rt a bank ing  house by the 
name of J. P. M organ & Co. in  New York? 
In  Chicago? Or anywhere in  the U n ited  
States? Could anyone open another 
theatre  in  W ashington and ca ll i t  the 
Palace? Give reasons fo r  you r answers.
9. X  being in  financia l d ifficu lties 
makes an agreement w ith  h is cred itors, 
w ith  the exception of Y, to  settle fo r  50 
cents on the do llar. In  order to  sa tis fy  
Y, X  agrees to pay h im  60 cents on the 
do lla r. W hat r ig h ts  has Y  against X? 
W hat is the effect o f the la tte r  agreement 
so fa r  as the contract o f X  w ith  cred ito rs 
other than Y? Discuss b rie fly .
10. (a ) A  owns a vessel p ly in g  regu­
la r ly  between tw o ports  w ith  passengers 
and fre ig h t. The ship is destroyed by 
fire  at sea. Is  A  liab le  fo r  value of 
fre ig h t lost? Discuss b rie fly .
Note: In  answering these questions, 
when the la w  is no t general, give name of 
state in  w h ich  you r answer applies.
IN C O M E  T A X
A n s w e r  a l l  Q u e s tio n s .
1. A — Husband.
B— F irs t  W ife .
C— Second W ife .
A  and B m arried  January 1, to  A p r i l
30, 1928.
A  single M ay 1 to  October 31, 1928.
A  and C m arried  November 1, to  De­
cember 31, 1928.
C single January 1, to  October 31, 1928.
No Dependents.
B oth  A  and C are taxpayers and make 
separate re tu rns  fo r  the calendar year
1928.
W hat is the am ount o f personal exemp­
tio n  each m ay deduct?
2. A  bought 30 shares of stock in  1922 
fo r  $90.00 per share. In  January, 1928, 
he received fo r  each share held the r ig h t  
to  subscribe to  one share of stock at 
$100.00.
A  sold the 30 r ig h ts  fo r  $30.00 each.
W hat am ount should he include in  
gross income as a resu lt of th is  trans­
action?
W hat is the basis of the 30 shares a f­
te r  the issuance of these righ ts?
Has the taxpayer any option in  the 
way he m ust report the income from  th is  
transaction?
3. W hat depreciation, i f  any, may be 
or could have been taken annua lly  fo r 
depreciation in  the fo llo w in g  cases? Com­
pute the deduction in  each case:
(a ) A  purchased a piece of land in  
1920 fo r  $40,000. The fa ir  m arke t value 
on M arch 1, 1913, was $50,000. The value 
on January 1, 1928, was $35,000.
(b ) B erected a b u ild in g  in  1917 w h ich  
cost $50,000 w ith  an estim ated life  of 50 
years; no salvage.
(c ) C in s ta lls  m ach inery costing $50,-
000 w ith  an estim ated l i fe  of 10 years, 
salvage value of $1,000. F ive  years la te r 
he makes repairs  and replacements cost­
in g  $10,000 w h ich  extends the li fe  of 
the m ach inery 5 years w ith o u t increas­
in g  the salvage value.
(d ) D in  1928 bought a pa tent fo r  
$100,000 w h ich  was issued in  1923.
(e) E  in  1912 ins ta lled  certa in  ma­
ch ine ry  a t a cost o f $100,000.00. The life  
of the m ach inery was estimated at 20 
years. On M arch 1, 1913, the fa ir  m arke t 
value was $98,000.
( f )  F  bought a piece of land w ith  a 
b u ild in g  on i t  fo r  $150,000 (o f w h ich  
$120,000 represented the cost of the bu ild ­
in g ) in  1912. The b u ild in g  was b u ilt
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in  1908 and had an estim ated li fe  of 40 
years and no salvage value. On M arch
1, 1913, the value of the land was $40,-
000 and the b u ild in g  $120,000.
(g ) G, a m anufacture r o f ladies’ 
leather hand bags bought ce rta in  stocks 
of leather in  1912 w h ich  ow ing to  
changed conditions (styles, etc.) and 
shop wear were no t made up in to  bags. 
I t  is  estimated th a t the goods w i l l  be 
p ra c tica lly  valueless a t the end of 1928.
(h )  H  erected a b u ild in g  in  1915 a t a 
cost o f $70,000.00. I ts  estim ated li fe  was 
50 years; no salvage value. In  1920 h a lf 
the b u ild in g  burned down, bu t the other 
ha lf, d u ly  repaired, rem ained in  use. 
The value o f the b u ild in g  was reduced 
one-half as a resu lt of the fire.
4. A  receives income fro m  the fo llo w ­
in g  sources:
S a la r y  ..........................................................  $18,000.00
D iv id e n d s  f ro m  s to c k s  o f  d o m e s tic
c o rp o ra t io n s  ......................................... 10,600.00
D iv id e n d s  f ro m  s to c k s  o f  fo r e ig n  
c o rp o ra t io n s  d o in g  n o  b u s in e s s
in  th e  U . S ...............................................  400.00
I n te r e s t  f r o m  d e b e n tu re  b o n d s  . . .  500.00 
I n te r e s t  o n  M u n ic ip a l b o n d s  . . . .  200.00
R e n ta ls  ..........................................................  1 ,000.00
P r o f i t  o n  s a le  o f  s to c k s  ..................  1,200.00
H is  disbursements were as fo llow s:
I n t e r e s t  p a id  ...........................................  $600.00
T a x e s  o n  r e a l  e s t a t e ............................  200.00
C o n tr ib u t io n s  to  c h a r i t a b le  i n s t i ­
tu t io n s  .....................................................  4 ,550.00
L o ss  o n  s a le  o f  b o n d s  .......................  400.00
W hat is the am ount o f A ’s net income 
subject to  surtax?
W hat am ount of A ’s net income is sub­
ject to  the norm al tax  d isregard ing his 
personal exem ption or possible deduc­
tions fo r  dependents?
5. The C Company bought ce rta in  land 
in  fee on January 1, 1916, fo r  $15,000.00. 
The land had no surface value bu t was 
though t to  conta in  s ilve r ore. On De­
cember 31, 1921, ore was discovered and 
the m ine was valued on January 1, 1922, 
a t $4,000,000.00. There were estimated 
to  be 1,000,000 tons o f ore in  the m ine. 
In  1928, 200,000 tons of ore were removed 
and sold. The gross income fro m  the 
p roperty  in  1928 was $2,400,000, and the 
net income before deducting depletion 
was $1,300,000.00. W hat am ount should 
the C Company deduct fo r  depletion in  
1928?
ECONOMICS A N D  F IN A N C E
G iv e  a n  A n s w e r  to  a ll  Q u e s tio n s .
1. Business fa ilu re s  in  1927 numbered, 
according to  B radstreet’s, 20,267, the sec­
ond la rgest to ta l in  the h is to ry  o f the 
country. These fa ilu re s  invo lved l ia ­
b ilit ie s  am ounting  to  $653,130,925.00, the 
fo u rth  la rgest l ia b i l i t y  to ta l in  Am erican 
annals. Such a record of business 
catastrophes deserves some a tten tion . To 
know  the causes of such a fo rm idab le  l is t  
o f fa ilu re s  is to  be forew arned as to 
fu tu re  happenings.
W hat, in  you r op in ion, were some of 
the  c o n trib u tin g  causes of these fa ilu res?
2. M odern business enterprise has 
found i t  convenient to  combine in to  large 
corporations because of the resu ltan t 
advantages.
The tendency tow ard  com bination has 
taken place along tw o  lines designated as 
extensive and ve rtica l combinations.
W hat is you r understand ing of the 
makeup of these tw o  form s of combina­
tio n  and w ha t are the advantages under 
each?
3. W hat is meant by “ w o rk in g  cap ita l”  
o f a business organ ization and w ha t are 
the  sources fro m  w h ich  w o rk in g  cap ita l 
may be derived?
4. As one of the  incorpora tors of a new 
enterprise w hat features w ould you con­
sider in  es tim a ting  the am ount of cap ita l 
necessary to  p roperly  establish the  in ­
dustry?
P R A C T IC A L  AC C O U N TIN G  
Second Session
1. (Ten P oints.) In  se tting  up the 
accounts fo r  an executor should the fo l­
lo w in g  item s be regarded as applicable to  
corpus or income?
(a ) P ro fit or loss on sale o f invest­
ment.
(b ) F unera l expenses.
(c ) Legacies pa id in  cash.
(d ) Cash d iv idend received on stock 
purchased by the executor.
(e) Cash d iv idend received on stock 
owned by the  testator.
( f )  Proceeds fro m  sale of stock re­
ceived as stock d iv idend du rin g  
period of adm in is tra tion .
(g ) Rent received.
(h ) Expenses of executor.
( i )  Receipts fro m  pa rtnersh ip  in  
w h ich  tes ta to r was interested.
State the reasons fo r  your answers.
2. (Twenty-five P oints.) You are en­
gaged in  p reparing  amended federal tax  
re tu rns  fo r  a c lie n t who has ju s t ob­
ta ined perm ission to  change fro m  a cash 
basis to  the  accrual basis. The years 
fo r  w h ich  amended re tu rns  are to  be 
filed are 1923 and 1924. W hat ad just­
ments are necessary in  order to  change 
to  the accrual basis in  connection w ith  
the fo llo w in g  insurance account only? 
Make any other ad justm ents necessary 
to  correct the books. Y our w o rk  sheet 
should ind ica te c lea rly  the adjusted in ­
surance fo r  each o f the years affected. 
A lso give the correcting  jo u rn a l en try  or 
en tries to  b r in g  the c lie n t’s books in to  
agreement w ith  you r amended ta x  re­
tu rns. No consideration is to  be given to  
transactions p r io r  to  the  ones stated.
IN S U R A N C E  A C C O U N T — D E B IT S
1923
M a y  1. F i r e  I n s u r a n c e  P r e m iu m
o n  B u ild in g  c o v e r in g  p e r io d  f ro m
M a y  1, 1923, to  A p r i l  30, 1 9 2 6 . .  $5,400.00 
J u ly  15. F i r e  I n s u r a n c e  P r e m iu m
o n  s to c k  c o v e r in g  p e r io d  f ro m  
J u l y  1, 1923, to  J u n e  30, 1924 . .  1,500.00
A u g . 1. E m p lo y e e s  F id e l i ty  I n s u r ­
a n c e  c o v e r in g  p e r io d  f r o m  A u ­
g u s t  1, 1923, to  J u ly  31, 1925 . .  6 ,000.00 
S e p t. 1. F i r e  I n s u r a n c e  P r e m iu m  
o n  e q u ip m e n t  c o v e r in g  p e r io d  
f r o m  S e p te m b e r  1, 1923. to  A u ­
g u s t  31, 1928* .................................... 7,200.00
O ct. 1. D u e  f r o m  F id e l i ty  I n s u r ­
a n c e  C o m p a n y  o n  S h o r ta g e  o f  
B o n d e d  E m p lo y e e  ............................  1 ,000.00
2 1 ,1 0 0 .0 0
( * )  F iv e  y e a r  p o lic y  c o n ta in in g  
80%  c o - in s u ra n c e  c la u se .
1924
M a r . 1. P r e m iu m  o n  L ia b i l i ty  I n ­
s u r a n c e  c a r r i e d  o n  t r u c k s  a n d  
a u to m o b ile s  J u n e  15. 1923, to
J u n e  14, 1924 ( a )  .........................  $3,600.00
J u n e  1. A d d it io n a l  F i r e  I n s u r a n c e  
o n  B u ild in g  c o v e r in g  p e r io d  f ro m  
J u n e  1, 1924, to  M a y  31, 1927 . .  1,800.00 
J u ly  10. F i r e  I n s u r a n c e  p re m iu m  
o n  s to c k  c o v e r in g  p e r io d  f ro m  
J u ly  1, 1924, to  J u n e  30, 1925 . . 1 ,500.00 
N ov . 1. S h o r ta g e  o f  M. M e y e rs  to  
b e  p a id  b y  F id e l i ty  I n s u r a n c e  
C o m p a n y  ................................................  500.00
7,400.00
( a )  T h is  p o lic y  w a s  re n e w e d  
J u n e  15. 1924. to  J u n e  14.
1925, b u t  h a s  n o t  y e t  b e en  
p a id . P r e m iu m , $3,600.00.
IN S U R A N C E  A C C O U N T — C R E D IT S
1923
S ep t. 1. R e fu n d  d u e  to  re d u c tio n  
in  r a t e  o f e m p lo y e e s  f id e lity  in ­
s u ra n c e  ................................................... $600.00
D ec. 31. T r a n s f e r r e d  to  p ro f i t  a n d
lo s s  a c c o u n t ......................................... 20,500.00
2 1 , 1 0 0 .0 0
1924
F e b . 1. R e fu n d  f ro m  F id e l i ty  I n ­
s u ra n c e  Co. o n  1923 s h o r ta g e  . . $1,000.00 
D ec. 31. T r a n s f e r r e d  to  p ro f it  a n d
lo ss  a c c o u n t ......................................... 6,400.00
7,400.00
3. (F ifte en  Points.) A, B, and C have 
decided to  liqu ida te  th e ir  partnersh ip  
and request you to act as th e ir  account­
ant to  handle such liq u id a tio n  and pre­
pare a statement a t the end of each 
m onth showing the am ount d is tribu tab le  
to  each so th a t checks may be drawn in  
th e ir  favor, i f  proper. Prepare such 
w o rk  papers and statements as you th in k  
advisable from  the fo llow ing  in fo rm a­
tio n  :
T R IA L  B A L A N C E , JA N U A R Y  1. 1928 
A c c o u n ts  R e c e iv a b le . . $10,000.00
In v e n to r ie s  .......................  20,000.00
F u r n i t u r e  a n d  F ix t u r e s  30,000.00
G o o d w ill ............................  5 ,000.00
S e c u r i t ie s  ( M a r k e t
V a lu e )  .......................  10,000.00
P r e p a id  I n s u r a n c e  . . . .  1 ,000.00
A c c o u n ts  P a y a b le  . . $4,000.00
T a x e s  P a y a b le  . . . .  2,000.00
A  C a p i ta l  ....................  10,000.00
B  C a p i t a l .......................  20,000.00
C C a p i ta l  .......................  20,000.00
P r o f i t  a n d  L o s s  A c ­
c o u n t (1 9 2 7 ) ..........  20,000.00
76,000.00 76,000.00
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Transactions fo r January, 1928:
Accounts Receivable Collected, $2,
500.00.
Accounts Receivable determ ined 
w orth less and charged off, $1,-
000 .00 .
D epreciation to  be charged on fu rn i­
tu re  and fix tu res at the ra te  of 10 
per cent per annum.
Transactions fo r  F ebruary :
Sold F u rn itu re  and F ix tu re s  fo r  $10,-
000.00 cash.
Collected $5,000.00 on account.
Sold p a rt o f inven to ries fo r  $1,000.00.
T ransactions fo r M arch :
Sold Securities fo r  $12,000.00.
A p r i l transactions:
A l l  other accounts and assets were 
found to  be worthless.
4. (F ifte e n  P o in ts.) You are requested 
to  prepare a balance sheet fo r  the  X  Co. 
fro m  the fo llo w in g  t r ia l  balance and 
fa c ts :
C a s h  ...............................
A c c o u n ts  R ec e iv a b le  
P l a n t  B u ild in g  . . . .
P l a n t  S ite  ..................
F u r n i tu r e  a n d  F ix tu r e s
G o o d w ill .................. ..
A c c o u n ts  P a y a b le  
N o te s  P a y a b le  
C a p i ta l  S to c k  . .  
S u r p lu s  ....................
$1 ,0 0 0 .0 0
2 ,0 0 0 .0 0
1 0 ,0 0 0 .0 0
50,000.00
1,000.00
6 ,0 0 0 .0 0
$1 0 ,00 0 .0 0
10 ,000.00
40,000.00
10,000.00
70,000.00 70,000.00
D u rin g  the course o f you r exam ination 
you  find  th a t the Company has 10,000 
no  par common stock shares outstanding 
w h ic h  were sold as fo llow s:
1928
J a n .  1 100 s h a r e s  f o r  c a s h  . 
J a n .  2 1000 s h a r e s  fo r  c a s h  . 
J a n .  3 1000 s h a r e s  f o r  s e rv ic e s  
J a n .  4 900 s h a r e s  f o r  c a s h  . 
F e b .  1 1000 s h a r e s  f o r  c a s h  . 
M a r .  1 1000 s h a r e s  f o r  c a s h  . 
A p r. 1 1000 s h a r e s  f o r  c a s h  . 
M a y  1 1000 s h a r e s  f o r  c a s h  . 
J u n e  1 1000 s h a r e s  f o r  c a s h  . 
J u l y  1 2000 s h a r e s  f o r  c a s h  . .
$400.00
4,000.00
4 ,000.00
4 ,000.00
6,000.00 
8,000.00
10,600.00
1 2 , 0 0 0 .0 0
24,000.00
You find  th a t the bookkeeper credited 
to  the  cap ita l stock account $4.00 fo r  each 
share sold and credited the balance to 
th e  surp lus account. Prepare the  balance 
sheet in  accordance w ith  you r views as 
to  the  proper m anner o f ha nd ling  no 
par stock and describe other methods 
w h ich  are also correct under ce rta in  
circum stances.
5. (Ten P o in ts.) On F ebrua ry  1, 1928, 
th e  A  Co. sold to  X  an a rtic le  th a t cost 
$500.00. The sales price was $1,000.00 
payable $200.00 down and the balance 
due in  fo u r equal ins ta llm ents  payable 
on the  f irs t  o f February  of 1929, 1930, 
1931, and 1932 w ith o u t in te rest. X  re­
fused to  make the paym ent on F ebruary  
1, 1929, and the A  Company repossessed 
th e  a rtic le . T h is  a rtic le  has a useful 
l i fe  o f 5 years. A  Company expects to  be 
able to  resell i t  fo r  about $500.00. Cost 
o f  repossession was $50.00 pa id to  an a t­
torney. Prepare jo u rn a l en tries to  
record a ll o f the above transactions on 
an in s ta llm e n t basis. State b rie fly  
whether or no t there w ou ld  be any in ­
come o r deduction to  be entered in  the  
1928 or 1929 income ta x  re tu rn s  o f the  
A  Company.
6. (Twenty-five P o in ts .) You have 
been employed by the  A  Company to  pre­
pare a pro-form a balance sheet as a t 
December 31, 1928. Upon a u d itin g  the  
books and m aking  necessary ad justm ents 
to  the  accounts you have the  fo llo w in g  
t r ia l  balance:
C a s h  ......................................  $10,000.00
A c c o u n ts  R e c e iv a b le  . .
In v e n to r ie s  .......................
F u r n i tu r e  a n d  F ix tu r e s  
D e fe r re d  E x p e n s e s  . . .  
L a n d ,  B u ild in g  a n d
M a c h in e ry  .............
O rg a n iz a t io n  E x p e n s e . 
A c c o u n ts  P a y a b le  . .
N o te s  P a y a b l e .............
P r e f e r r e d  S to c k  . . . .  
C o m m o n  S to c k  (10 ,000  
s h a r e s  is su e d  o f  
a u th o r iz e d  100,000  
s h a r e s  n o  p a r )  . .  
S u rp lu s  ..............................
50 ,000.00
240 ,000.00
40 ,000.00
5,000.00
150,000.00
5,000.00
$50,000.00
50,000.00
300,000.00
50,000.00
50,000.00
500,000.00 500,000.00 
The President o f the  company in fo rm s 
you th a t h is corpora tion made a con tract 
on December 30, 1928, w ith  some invest­
m ent bankers in  w h ich  such bankers 
have agreed to  purchase o u tr ig h t 10,000 
shares of the no pa r common a t $10.00 
per share and have agreed to  sell same to  
pub lic  a t not to  exceed $12.50 per share. 
The bankers were g iven an op tion to  
purchase an add itiona l 50,000 shares a t 
$10.00 per share. The money to  be re­
ceived from  the bankers is  to  be used to  
re tire  $50,000.00 of the  pre fe rred stock 
a t $105.00 per share and the  balance to  be 
applied against notes payable. The pro­
ceeds from  the optioned stock is to  re­
t ire  balance of pre fe rred  stock and in ­
crease w o rk in g  capita l. The Land, B u ild ­
ing, and M ach inery has been appraised 
by reputable appraisers a t $500,000.00. 
Prepare balance sheet in c lu d in g  you r cer­
tifica te  as a t December 31, 1928, to  be 
used by the bankers in  se lling  the stock.
P R A C T IC A L  A C C O U N T IN G
T h ird  Session
One of the  la rgest indus tries  in  the 
im m edia te v ic in ity  o f the  D is tr ic t  of 
Colum bia is  th a t o f the  m anufacture of 
bricks. There is  g iven hereunder the 
T r ia l Balance before closing o f the  Na­
t io n a l Capita l B r ic k  Company, Inc., as 
a t December 31, 1928.
N A T IO N A L  C A P IT A L  B R I C K  C O M P A N Y , 
IN C O R P O R A T E D  
T r ia l  B a la n c e , D e c e m b e r  31, 1S28 
A llo w a n c e  o n  S a le s  . .  $3,750.00 
A c c o u n ts  R e c e iv a b le  . .  57,500.00 
A c c o u n ts  P a y a b le  . . . .  $28,400.00
B o n d s , 1 s t  M rtg . 6 % . .  100,000.00
B u i ld in g s :  K i l n s .............  470,000.00
D ry in g  H o u s e s  . . . .  17,500.00
M ill H o u s e s  ................ 15,000.00
P o w e r  H o u s e  .............  10,000.00
B r ic k  S h e d s  .............  5 ,000.00
C a s h  ......................................  27 ,500.00
C a p i ta l  S to c k  ..................  450,000.00
D is c o u n t  o n  S a le s  . . . .  4 ,750.00 
C o a l  C o n su m e d  in
H e a t in g  K iln s  . . . .  90,000.00 
C o a l  C o n su m e d  in
Q u a r r y i n g .................. 2 ,700.00
C o a l C o n su m e d  in  D r y ­
in g  ..............................  7 ,500.00
C o a l  C o n su m e d  in
P o w e r  H o u s e  . . . .  9,500.00 
I n v e n to r y  1 -1 -2 8 :
B u rn e d  B r ic k s  in  
y a r d  60,000 @ 19.50 1,170.00 
B u rn e d  B r ic k s  in  k iln
300,000 @ 17.50 . .  5 ,250.00 
B r ic k s  b u r n in g  in
k i ln  100,000 @
10.50 ............................  1,050.00
G re e n  B r ic k s  in  k i ln
50,000 @ 8.50 . . . .  425.00 
G re e n  B r ic k s  in  D r y ­
e rs  50,000 @ 5.00 250.00
In v e n to ry ,  C o a l o n  h a n d
12-31-28 ....................  2,500.00
In v e n to ry ,  S u p p lie s  on
h a n d  1 2 - 3 1 - 2 8 ____ 2,400.00
I n t e r e s t  o n  B o n d s  . . . .  6,000.00
I n s u r a n c e  .......................... 3,150.00
In s u r a n c e  P r e p a id  . . . .  1,050.00
L a n d  .....................................  100,000.00
L a b o r :  Q u a r r y in g  . . . .  18,000.00 
G rin d in g , m ix in g , a n d
m o u ld in g  ..................  54,000.00
D ry in g  ............................  12,000.00
S e t t in g  in  k i ln  . . . .  32,000.00
F i r in g  k i ln  ..................  95,000.00
U n lo a d in g  f ro m  k i ln  47,000.00
P o w e r  H o u se  .............  11,500.00
M a te r ia ls  a n d  S u p p l i e s :
Q u a r r y in g  .................... 4 ,700.00
G rin d in g , m ix in g  a n d
m o u ld in g  ..................  22,000.00
D ry in g  ............................  2,250.00
S e t t in g  in  k i l n ............. 2,000.00
F i r in g  k i ln  ..................  4,500.00
U n lo a d in g  f r o m  k i ln  6,500.00
P o w e r  H o u s e  .............  7,000.00
M a c h in e ry  a n d  E q u ip ­
m e n t  :
P o w e r  H o u se  .............  22,500.00
G rin d in g , m ix in g  a n d
m o u ld in g  ..................  74,000.00
Q u a r r y in g  m a c h in e r y  15,000.00
Office E x p e n s e  .............  3,750.00
P a y r o l l  A c c ru e d  .............  3,750.00
P r e p a id  ta x e s  .................. 2 ,750.00
S a le s , G ood  B r ic k s  . . . .  646,400.00
S a le s , Im p e r f e c t  B r ic k s  4,000.00
S a la r ie s ,  E x e c u tiv e s  . .  20,000.00 
S a la r ie s ,  O ffice F o r c e . . 7 ,500.00
S e ll in g  E x p e n s e  .............  6 ,000.00
S u p e r in te n d e n c e  o f
M a n u f a c tu r in g  . . .  15,000.00
S u rp lu s  .................................  29,095.00
T a x e s , R e a l  E s t a t e  . .  3,750.00 
R e s e rv e  f o r  D e p re c ia ­
t io n  ............................... 71,000.00
1,332,645 1,332,645
T h i s  c o m p a n y  i s  e n g a g e d  i n  t h e  m a n u ­
f a c t u r e  o f  o n e  g r a d e  o f  b r i c k  o n ly .
T h e r e  a r e  s i x  p r o c e s s e s  o f  m a n u f a c t u r ­
i n g ,  a s  f o l l o w s :
1. Q u a r ry in g .  R e m o v in g  c la y  f r o m  q u a r ­
r ie s .
2. G r in d in g , m ix in g  a n d  m o u ld in g  th e  w e t  
b r ic k .
3. D ry in g . D r ie d  b y  s te a m .
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4. S e tt in g . P la c in g  th e  b r ic k s  in  th e  k i ln s  
f o r  fir in g .
5. B u rn in g . F i r e d  b y  coal.
6. U n lo a d in g . O p e n in g  k i ln s  a n d  r e m o v in g  
b u rn e d  b r ic k s .
D epreciation is to  be calcula ted on the 
bu ild ings and m ach inery a t the  fo llow ­
in g  rates:
K iln s  ................................................400,000 @ 8%
70,000 @ 10%
D ry in g  Houses ........................................  8 %
M il l  B u ild in g s  ........................................... 5%
P ow er House ........................................... 5 %
Sheds ............................................................  12½%
M il l  M a ch ine ry  .................. ...................  10%
P ow er House M a ch ine ry  ....................  10%
Q u a rry in g  M a ch ine ry  .............................  10%
The k iln s  are fired  by coal w h ich  is 
purchased by the company.
The expense of opera ting the  power 
house is  to  be d is tribu te d  in  the fo llo w in g  
m anner:
10%  to  Q u a r ry in g
10%  to  B u r n in g
80 % to  G rin d in g , m ix in g  a n d  m o u ld in g
W hile  the  company owns considerable 
land w h ich  include c lay deposits, fo r  the  
past tw o  years i t  has found i t  more 
economical to  re n t its  c lay deposits and 
pay fo r  the same a t the ra te  o f one-half 
a m il l  (.000½) per w et b rick .
The fo llo w in g  is a record o f the pro­
duction  fo r  the year ended December 31, 
1928:
W e t B r ic k s  P r o d u c e d  .......................  27,000,000
G ood  B r ic k s  c a r r ie d  to  d r y e r s  . .  26,200,000
B r ic k s  sp o ile d  in  d ry in g  p ro c e ss  . .  1,000,000
B r ic k s  sp o ile d  in  b u r n in g  p ro c e ss  900,000
B r ic k s  s e t  in  k i l n s .................................  24 ,250,000
G ood  B r ic k s  so ld  .................................  22,660,000
Inventories  a t the end of the  year
showed the fo llo w in g  num ber of b ricks  
in  process:
G re e n  B r ic k s  in  d r y e r s ....................... 1,000,000
G re e n  B r ic k s  in  k i ln s  .......................  50,000
B r ic k s  B u r n in g  in  k i ln s  ..................  300,000
B u r n t  B r ic k s  in  k i ln s  .......................  200,000
The inven to ries taken are priced a t 
cost and the m an u fac tu ring  overhead is 
added in  im m ed ia te ly  a fte r process num ­
ber five. B ricks  th a t are in  the  process 
o f b u rn in g  and d ry in g  are considered as 
hav ing  averaged one-half o f the  complete 
process.
You are requested to  prepare fo r  the 
company a statem ent show ing the  num ­
ber o f good b ricks on hand in  the  com­
pany’s ya rd  at December 31, 1928; a 
statem ent show ing the  m an u fac tu ring  
cost per thousand fo r  each process; a 
statem ent show ing the to ta l m anufactu r­
in g  cost; the  P ro fit and Loss statem ent 
fo r  the  year and the Balance Sheet as a t 
December 31, 1928.
ACCOUNTANTS ASSOCIATION 
OF NEW  YORK, INC.
In  an a rtic le  appearing  in  th is  issue 
on “ Suggestions fo r  Accountancy Legis­
la tio n ,”  Joseph C. M yer m akes re fe r­
ence to  tw o  b ills  th a t were before  the  
recent New Y o rk  Le g is la tu re , each o f 
w h ich  represented a d iffe ren t type of 
le g is la tio n .
In  v ie w  o f the  fa c t th a t  the  a rtic le  in  
question does n o t re fe r to  a th ird  b i l l,  
w h ich  is re a lly  rep resen ta tive  o f a th ird  
type, we are p r in t in g  a le tte r sent to 
the  officers o f the  New Y o rk  S tate So­
c ie ty  o f C e rtified  P u b lic  A ccountan ts  by 
the  A ccountan ts ’ A ssoc ia tion  o f New 
Y o rk , Inc., u n de r date o f F e b ru a ry  9,
1929.
“ I  have the  h o n o r to  tra n s m it here­
w ith  a copy o f a b i l l  ‘ to  am end the E du­
cation Law  in  re la tio n  to  a ffo rd ing  pro­
te c tio n  to  the  p u b lic  by re g u la tin g  the  
p ractice  o f p u b lic  accountancy, and 
a u th o riz in g  p u b lic  accountants to  en­
gage in  such p ra c tice .’
“ T h is  m easure is be ing in tro du ced  in  
the  L e g is la tu re  a t the  request o f the  
A ccoun tan ts ’ A ssocia tion  o f New  Y o rk .
“ 1. I t  provides fo r  tw o  k inds  of cer­
tificates and annual reg is tra tio n  fo r  a ll 
ho lders  the re o f, thu s  fo llo w in g  sub­
s ta n tia lly  the  M ich igan Law  enacted in  
1925, w h ich  you r Survey Committee 
rep o rted  (page 1 8 ), as be ing the  best 
type o f re s tr ic t iv e  law . 
“ 2. I t  is  endorsed in  p rin c ip le  by the 
la rges t o rg an iza tio n  o f ce rtifie d  ac­
countan ts— the  A m erican  Society o f C. 
P. A ’s— w h ich , a fte r  p o llin g  its  m em ­
bers, has adopted as its  p o lic y  the  sup­
p o rt o f new le g is la tio n  o f the  ‘tw o -typ e ’ 
class.
“ 3. I t  contains no w a ive r o f exam ina­
tion , w ith  the single exception of those 
h o ld in g  certifica tes  fro m  o th e r States, 
and th a t conform s substan tia lly  to  the 
W ill ia m -S m ith  B i l l  sponsored by yo u r 
Society.
“ 4. I t  requires the  appo intm ent o f a 
G rievance C om m ittee  in  c o n fo rm ity  
w ith  y o u r b i l l ,  and in  o th e r com parable 
p rov is ions like w ise  conform s.
“ 5. I t  gives pub lic  accountancy the 
sta tus o f a pro fession, licensed and 
supervised, by re g u la tin g  a l l  adm is­
sions to  its  p ractice , and superv is ing  the  
conduct o f a l l  its  p ra c titio n e rs , thus  
p ro te c tin g  bo th  the  p u b lic  and the  ac­
coun tan t.
“ 6. I t  has been ca re fu lly  d raw n to  
overcom e any and a ll possib le ob jec­
tion s  as to  c o n s t itu t io n a lity ,  in  the  
l ig h t  o f decisions a ffec tin g  re s tr ic t iv e  
accountancy law s now  in  fo rce  in  e igh t 
States. A n d  as fo r  th is  S tate, the  
unan im ous op in ion  o f its  C o u rt o f  A p ­
peals (M ay, 1926) on licenses fo r  re a l 
estate b ro ke rs  and salesmen e ffec tive ly  
d ispels any doub t th a t such re g u la tio n
is  a c o n s titu tio n a l exercise o f le g is la ­
t iv e  power.
“ 7. I t  is  by fa r  the  fa ire s t and most 
com prehensive m easure ever o ffered on 
the  sub ject. A s such i t  c e rta in ly  de­
serves the  endorsem ent and active  sup­
p o r t o f y o u r society— the  o ldest and 
la rge s t body o f N ew  Y o rk  Accountants.
“ 8. I t  is pe cu lia rly  incum bent on the 
New Y o rk  State Society of C. P. A ’s in  
the  discharge of its  bounden du ty  to  the 
public, to  the  certified  accountant, and 
to  the  State and G overnm ent, th a t  i t  
m ove aggressive ly  and im m e d ia te ly  to  
raise the  practice of pub lic  account­
ancy to  the plane of a ll other pro­
fessions w h ich  are sub ject to  S tate 
supervision in  the pub lic  in te rest.”
The b i l l  re fe rre d  to  in  th e  above 
le tte r  was in tro du ced  in  the  senate by 
M r. H astings, bea ring  the  in tro d u c to ry  
num ber 1214.
Last m onth  we re ferred to  the a t t i­
tud e  o f The In te rs ta te  C. P. A . Society 
concern ing  the  b i l l  sponsored by the  
New Y o rk  State Society and we are now 
presen ting  the  a tt itu d e  o f The A ccoun t­
ants’ Association of New Y o rk  towards 
the  same b i l l .  The H astings b i l l  rep re ­
sented the  desires o f the  A ccountan ts ’ 
Associa tion . H ow ever, they  sat in  a t 
a conference w ith  representa tives fro m  
the  New  Y o rk  S tate Society and rep re ­
sentatives fro m  The In te rs ta te  Society 
fo r  the purpose of reaching, i f  possible, 
a so lu tio n  o f the  New Y o rk  s itu a tio n  
fo r  w h ich  a l l  o f  the  groups cou ld ac­
t iv e ly  w o rk . The State Society b i l l ,  
ha v in g  been in tro du ced  e a r lie r  and hav­
in g  received a considerab le endorse­
m ent, the  A ccoun tan ts ' A ssocia tion  ad­
hered to  th e ir  o r ig in a l de te rm in a tio n  
not to  oppose the  enactment of the 
S tate Society ’s m easure even though  
they  believed th a t New Y o rk  should 
have a law  o f the Hastings b i l l  type.
The New  Y o rk  State Society b i l l  hav­
in g  become a la w , i t  w i l l  be possible 
fo r  the  ce rtifie d  m en n o t o n ly  fro m  
New Y o rk  S tate b u t those h o ld in g  cer­
tifica tes  fro m  o th e r States as w e ll, to  be 
le g a lly  recognized and m ore closely o r­
ganized tha n  was possib le unde r the  
o ld  law . In  v ie w  o f the  fa c t th a t the  
A ccoun tan ts ’ A ssoc ia tion  fo rm a lly  stood 
fo r  t he p r in c ip le  o f a re g u la to ry  la w  of 
the  type w h ich  d id  n o t con ta in  fea tu res 
th a t had been objected to  by the  New 
Y o rk  Society in  p re v io u s ly  presented 
b ills , i t  is q u ite  p robab le  th a t bo th  the  
ce rtifie d  p u b lic  accountants in  New  
Y o rk  and the  p u b lic  accountants can, a t 
an e a rly  date, agree upon a m easure 
w h ich  can be presented to  the  Le g is la ­
tu re  w ith  the  active  suppo rt o f bo th  
groups.
The present officers o f the  A ccoun t­
ants’ Association are: President, Theo.
I .  Schneider; v ice  presidents, E dw ard  
M ille r  and George W . Nachm an; secre-
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tary, William Goldstone; treasurer, Ar­
thu r S. Morton. Directors: I. H. Weiss, 
chairman, Mark I. Fleischer, Morris 
H. Gotthilf, Philip Lack, S. J. Maguire, 
Morris Phillips and John H. Wilkins.
ARE C. P. A’s ADEQUATELY 
COMPENSATED?
(Continued from  page 171) 
than by having them submit certified 
statements of condition and operation at 
regular intervals. By the same means, 
those which were not qualified to con­
tinue in business would soon be identified 
and gradually eliminated.
The advantages to be obtained from the 
adoption of such a practise are of suf­
ficient importance to merit concerted ac­
tion on the part of those whose interests 
would be benefited thereby.
Any measure which is proposed for ex­
tending the activities of a profession, 
with resulting benefit to the general pub­
lic, is entitled to careful consideration, 
and upon prima facie proof of merit, and 
a generally accepted belief in its proposed 
efficacy, may safely be enacted into law. 
While there is little hope of ever making 
people honest by legislative enactment, it 
is possible to compel certain formalities 
to be observed in particular cases which 
will tend to minimize dishonesty and mis­
representation. With this object in view, 
compulsory accountancy services could be 
employed to advantage.
It has been truly said that “all service 
is worthy of its hire and good service can­
not be obtained unless adequately re­
warded,” and this is especially true in 
the field of accountancy. It is the opinion 
of the recognized leaders in this profes­
sion, as  well as of many prominent bank­
ers and corporation officials, that the 
proper basis upon which to engage a Cer­
tified Public Accountant is the same as 
that applying to the older profession of 
law—to first perform the service properly 
and then to make proper charge therefor. 
The adoption of this basis of compensa­
tion would raise the standards of pro­
fessional accountancy a nd be to the 
mutual advantage of all practicing pro­
fessional accountants and the general 
public.
ACCOUNTING RESULTS FROM 
THE BANKER’S VIEWPOINT
(C on tin u ed  from  p a g e  172)
The reply in part: “The principal 
value of an accountant’s certificate is that 
it is supposed to be given by a com­
petent, disinterested and impartial party. 
When an auditor certifies to the accounts 
of a company whose policies have been 
determined to a greater or lesser extent 
by himself, the certificate would not have 
much more value than if he were certify­
ing to his own accounts. The benefit of 
an independent judgment is missing in
such a certificate no matter how honestly 
and carefully the auditor may have done 
his work. The same comment would ap­
ply in respect to an auditor certifying to 
the accounts of a company in which he 
had a substantial investment, as his judg­
ment as an investor could not help but 
affect his judgment as an auditor, and 
the benefit of an independent judgment 
would be lacking.
“I am of the opinion that a disclosure 
of the dual relation of the auditor to the 
company should have been made to the 
bank at the time his report was sub­
mitted, as this would be one of the ele­
ments to which the bank officials would 
have given consideration.
“I would not go so far as to say that it 
would be improper for an auditor, or his 
firm, to certify to the accounts of a large 
corporation in which he happened to own 
a few shares of stock, but wherever the 
investment is sufficient to question his 
disinterestedness, he should not certify 
to the accounts without a full disclosure 
of his relation.”
Condensed balance sheets continue to 
give loaning officers trouble. The prac­
tice of showing real estate equities, in­
stead of carrying value on one side and 
mortgages or liens on the other is still a 
common one and a source of real grief to 
bankers. Timeliness of statements is a 
factor that accountants should always 
keep in mind for a balance sheet loses 
value in proportion to the length of time 
between the balance sheet dated and the 
date it is submitted to the bank—one rea­
son why bankers should support the 
natural business year movement.
Now these criticisms, if they can 
rightfully be considered as such, are not 
directed altogether toward practicing 
public accountants. Indeed, a study of 
the credit file reveals that the corpora­
tion treasurer or accountant furnishes 
the bulk of the information contained 
therein. Just to satisfy myself that the 
practice of accountancy has not yet 
reached the saturation point, I made an 
examination of the first one hundred 
folders of corporation and business part­
nership customers in the credit files of 
the bank of which I am an officer. Fold­
ers on individuals were excluded, for I 
wanted to arrive at some conclusion as to 
the part that Certified Public Account­
ants were taking in the business scheme 
of the District of Columbia.
The following tabulation is the result 
of the study:
Number of cases examined------------  100
Financial statements prepared by
own organization -------------------  64
Reports prepared by Certified Public
Accountants _________________  32
Reports prepared by Public Account­
ants ------------------------------------- 4
Of the reports prepared by Certified 
Public Accountants, 18 were certified and 
14 were not certified. Of the one hun­
dred cases examined, 16 contained com­
plete audit reports. Of the one hundred 
cases, 52 contained income accounts, 48 
did not. Of the one hundred cases, 68 
reports were acceptable, and met our 
and requirements without further investi­
gation or question. Thirty-two cases called 
for special study. In two instances, as­
sets and liabilities were stated in even 
hundreds of dollars. Twelve customers 
say that their books are audited by pub­
lic accountants but reports were not fur­
nished the bank.
It is the writer’s opinion that all re­
ports that may be used in conection with 
applications for credit should be certified. 
The fourteen reports prepared by Certi­
fied Public Accountants but not certified 
were recognized as belonging to that 
classification as they were prepared on 
accountant’s stationery, or the customer 
made the statement that a Certified Pub­
lic Accountant was employed. No rea­
sons for the absence of a certificate were 
given, which in itself gives rise to doubt 
in the mind of anyone who may be called 
upon to make a critical analysis of con­
ditions and operations. Nothing is more 
reassuring than the statement “We have 
examined the accounts of . . .  as of . .  . 
and we certify that, in our opinion, the 
attached balance sheet and income ac­
count correctly exhibit the financial con­
dition of the Company on . . . and the 
results of its operations for the year 
ended that date.”
FEDERAL-AMERICAN NATIONAL BANK 
W A S H I N G T O N .  D . C .
C R E D IT
D E P A R T M E N T
Will you please send us fo r  our confidential files
a com plete, bound copy of your  
la test au dit report ?
In  order that our business clients may have a complete picture of 
their own activities and as an aid in establishing and maintaining  
credit, we earnestly recommend the employment o f Certified Public 
Accountants to conduct continuous audits and to prepare periodical 
reports o f f inancial condition and operations.
Sincerely yours,
J o h n  P o o le ,
President.
When a balance sheet is type­
written on th e stationery of a 
practicing public accountant, any 
reader will reason tha t some sort 
of an audit or examination has 
been made. In all instances where 
such statem ents are used for 
credit purposes there should be an 
accompanying letter describing 
the scope of the work.
Banks expect the cooperation of 
accountants. In return, what pro­
fession can boast of a finer en­
dorsement than that implied by 
the request for statem ent illus­
trated herewith?
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STATE SOCIETY NEWS
CO NN ECTIC UT
The annua l m ee ting  o f the  Connecti­
c u t Society o f C e rtified  P u b lic  Account- 
an ts  was he ld a t the  H o te l Bond, H a r t­
fo rd , on F rid a y , M ay 24, 1929. The 
m ee ting  was preceded by a d in n e r w h ich  
was served a t 6.30. The officers elected 
fo r  the  ensu ing fiscal year were as fo l­
lo w s : P resident, H e n ry  K n u s t, H a r t­
fo rd ;  V ice P res ident, W a rre n  M. 
B ro w n , H a r tfo rd ; Secretary, Lew is  
Sagal, New H aven; T reasu rer, W a lte r  
A . M usgrave, H a r tfo rd ;  A u d ito r , John
S. R o th , M id d le tow n . In  a d d itio n  to  
th e  fo rego ing  officers Charles F . Coates 
and Seth H adfie ld , bo th  o f H a rtfo rd , 
w ere elected fo r  a te rm  o f th ree  years 
to  f i l l  e x is ting  vacancies on the  B oard  of 
G overnors.
The Society w i l l  ho ld  its  annua l sum ­
m er o u tin g  a t the  Pease House in  Say- 
b ro ok , C onnecticut, on o r about June 
24, 1929.
IN D IA N A
A t the annual m eeting of the Ind iana  
Association of Certified P ub lic  Account­
ants, held at the  Ind ianapo lis  Chamber of 
Commerce, Saturday, May 11, 1929, the 
fo llo w in g  were elected as D irectors fo r  
the  te rm  ending May 6, 1931: H a rry  
Boggs, S. S. Yeoman, E. E. Thomas, and
H . A. Roney. Officers elected are: F .
S. W ille tt,  president, South Bend; J. C. 
O live, vice president, Ind ianapo lis ; A. R. 
Chapman, treasurer, Ind ianapo lis ; H a rry  
Boggs, record ing secretary, Ind ianapo lis ;
H . A. Roney, corresponding secretary, In ­
d ianapo lis ; D irectors : E. E. Thomas, of 
E vansv ille , and S. S. Yeoman, of In d ia n ­
apo lis ; A ud ito r, T. G. Thurston, o f In ­
dianapolis.
M r. Paul Stokes, S ta tis tic ia n  of the 
N a tion a l R e ta il H ardw are Dealers Asso­
c ia tion , spoke on the subject of “ The 
Business Outlook.”  George E. M organ 
gave a report on the  ac tiv itie s  of the 
commission hav ing  in  charge the  prepar­
a tio n  of the new C orporation Law  passed 
b y  the  recent Legis la ture . M r. M organ 
was appointed by the Association, a t the 
request o f the Secretary o f State, to  col­
laborate w ith  attorneys, teachers and 
members of the State Leg is la ture  in  the 
p repa ra tion  o f the b ill.
M IC H IG A N
The annua l sp ring  M ich igan  A c­
c o u n tin g  Conference was he ld  a t the  
H o te l S ta tle r, D e tro it, M ay 24, 1929, 
u nder the  d ire c tio n  o f the  M ich igan  A s­
soc ia tion  o f C e rtified  P ub lic  A ccount­
ants. To th is  annua l m ee ting  a ll reg ­
is te red  accountants are in v ite d .
A t  9 :45  A . M. W m . H . V an T iff lin , 
P res iden t o f the  M ich igan  Association, 
welcom ed those present w ith  a sho rt
discussion o f the  va lue o f cooperation 
am ong accountants and the necessity 
fo r  keep ing the  pu b lic  in  m in d . P ro ­
fessor C la ire  E . G riffin , Dean o f the 
School o f Business A d m in is tra tio n  o f 
the  U n iv e rs ity  o f M ich igan , spoke on 
“ E du ca tio n  fo r  Business.”  John A. 
Reynolds, V ice P res iden t o f the  U n ion  
T ru s t Com pany o f D e tro it ,  w h ile  as­
signed the  sub ject, “ The L ife  In s u r­
ance T ru s t,”  digressed to  the  extent o f 
o u t lin in g  the  developm ent o f th e  tru s t  
com pany idea in  th is  coun try .
D u r in g  the  noon h o u r the  members 
grouped them selves as desired fo r  the 
purpose o f in fo rm a l discussions on p rob­
lems in  w h ich  they were interested.
A t  the  a fte rn oon  session, Represen­
ta t iv e  F ra n k  P. D a rin  im pressed on h is  
listeners th a t o fttim es leg is la tion  was 
enacted w h ich  was n o t ove rly  desirab le  
because of the  fa c t th a t those who had 
a selfish m o tive  were present and as­
s is tin g  in  fo rm in g  le g is la tive  op in ion  
and those who m ig h t kno w  m ore about 
the sub ject were n o t in te re s tin g  the m ­
selves in  w h a t the  L e g is la tu re  was 
do ing. He made a p lea fo r  the  ac­
countan ts to  study n o t o n ly  le g is la tio n  
designed to  cover th e ir  p a r tic u la r  p ro ­
fession, b u t le g is la tio n  th a t had to  do 
w ith  business m atte rs , fe e lin g  th a t they 
were able to  g ive unbiased op in ions on 
m any such b ills . H e re fe rre d  to  a num ­
ber o f b i l ls  w h ich  had been enacted by 
the  la s t Le g is la tu re  in  w h ich  account­
ants were in te rested , re fe rr in g  especial­
ly  to  the  b i l l  w h ich  reorganized the  
M ich igan  S ecurities Com m ission in  
w h ich  th e re  was in tro d u ce d  a p ro v is io n  
g iv in g  the  Com m ission a u th o r ity  to  
cause an exam ina tion  o r inspection to 
be made o f the  books and records o f a 
licensed dealer o r b ro k e r re q u ir in g  any 
licensed dea ler o r b ro ke r buy ing , se ll­
in g  o r dea ling  in  securities on m a rg in a l 
accounts or p a r t ia l paym ents to  have a 
sem i-annua l a u d it o f books and records 
as such licensee made by ce rtifie d  pub­
lic  accountants a t such tim e  and in  such 
fo rm  as the  Com m ission m ay requ ire  
and a copy th e re o f f ile d  w ith  the Com­
m ission.
D urand W . Springer, the Secretary o f 
the  M ich igan  State B oard  o f A ccoun t­
ancy, as w e ll as Secre tary o f The A m e r­
ican Society, spoke on “ W h a t the States 
A re  D o ing  W ith  Respect to  A ccou n tin g  
L e g is la tio n .”  A f te r  a ve ry  sh o rt p re ­
sen ta tion  o f the  sub ject assigned, th e 
m eeting  was tu rn e d  in to  a question box 
and tw o  hours  were devoted to  a d is­
cussion o f the  sub jects suggested by 
those present.
The banquet was he ld  in  the  evening 
a t the  H o te l S ta tle r. Ju les K le in ’s o r­
chestra and the  M id n ite  Sons, a q u a r tet 
fro m  th e  U n iv e rs ity  o f M ich igan  Glee
Club, fu rn is h e d  the  m usic, and E m m ey 
Carm en gave an acroba tic  specia lty. 
M r. W ond e rly , o f the  U n ion  T ru s t Com­
pany, and F re d  W . M orton , ne w ly  a p ­
po in ted  m em ber o f the  M ich igan B oard 
o f A ccountancy, were in troduced . The 
address was g iven  by E d g a r D e W itt 
Jones, who spoke on “ Sketches o f G reat 
A m ericans ,”  tu rn in g  the  a tte n tio n  o f 
the  lis tene rs  fro m  the  occupa tiona l side 
o f l i fe  w ith  w h ich  they  had been con­
cerned d u r in g  the  day m eetings, and 
c a llin g  to  th e ir  a tte n tio n  p ro m in e n t 
characters in  the  h is to ry  o f the  U n ited  
States, p resen ting  fo r  th e ir  considera­
t io n  the  elem ents o f s treng th , w h ich  
each had b ro u g h t to  the  so lu tio n  o f the 
p a r tic u la r  p rob lem  c o n fro n tin g  the  
co u n try  in  h is  tim e .
The success o f the m eeting was large­
ly  due to  the  w o rk  of W . H . V an  T ifflin , 
P resident, W . R. M cConnell, C hairm an 
o f the  P rog ram  C om m ittee, W m . H . 
B a ll, C ha irm an o f A rran ge m en t Com­
m ittee , and H . W . M e llon , C ha irm an o f 
P u b lic ity  C om m ittee.
M ISSOURI 
The annual m eeting of the  Kansas C ity  
Chapter o f the M issouri Society of Cer­
tif ied  P ub lic  Accountants was held on 
May 6, 1929. The fo llo w in g  officers were 
elected to  serve d u rin g  the year 1929-30: 
P res ident, F . H . K e r r ;  F ir s t  V ice P res i­
dent, C. W. House; Second Vice President,
F. R. B rod ie ; Treasurer, George E. D e ll; 
Secretary, R. W . Sm ith. A fte r  the  elec­
tio n  of officers M r. M ille r  B a iley  ad­
dressed the members on “ Refinancing 
Statements.”  A  very  liv e ly  discussion 
followed.
N E W  JERSEY 
The Society of Certified Pub lic Ac­
countants o f New Jersey m et Tuesday 
n ig h t a t the E lks  Club and elected as 
officers fo r  the  com ing year, the fo llow ­
in g : President, W ill ia m  C. Heaton; 
F irs t  Vice President, H enry  B. F erna ld ; 
Second Vice President, P h illip  S. Suffern; 
Secretary, Ju lius  E. F lin k ;  Treasurer, 
M o rris  J. H oen ig; Trustees fo r  Two 
Years, K e ith  Lanneau Baker, Theodore 
K rohn , Lew is M. N o rton ; Trustees fo r 
One Year, Andrew  M. Hauser; A ud ito rs , 
Samuel J. W ortzel, Robert Caruba.
Professor Giles L . Courtney of New 
Y o rk  U n iv e rs ity  delivered an announce­
m ent o f the com ing In te rn a tio n a l Con­
gress on Accounting, to  be held in  New 
Y o rk  C ity  d u rin g  September.
The p rin c ip a l speaker of the evening 
in troduced by F irs t  V ice President, 
H enry  B. Ferna ld , C. P. A., was the  Hon. 
W ill ia m  C lark, Judge of the U n ited  States 
D is tr ic t C ourt of New Jersey, who spoke 
on the Federal Courts and the defi­
ciencies of the cu rre n t bankruptcy  and 
other practise there in .
He blames some of the inefficiency on
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the fac t th a t there were too m any U. S. 
judges as w e ll as referees and commis­
sioners. Judge C la rk  advocates a sm aller 
num ber of judges w ith  a corresponding 
increase in  th e ir  salaries. He stated 
th a t the U n ited  States is  the on ly  coun­
t r y  where the ju d ic ia ry  has become p a rt 
of the general patronage scheme, and 
instead of c a rry in g  out the system of 
balances th a t the con s titu tion  provides 
in  practise, the nam ing of the Jud ic ia ry  
is in  the hands of a Senator. Judge 
C lark  said th a t there were fo u r th ings 
about w h ich  the courts were being c r i t i ­
cised; th e ir  delays; the slowness of ap­
peals and o f decisions a fte r t r ia l ;  c r i t i ­
cism  of ju r ie s : and c r it ic is m  of the mem­
bers of the  bar.
Out o f a thousand cases he found most 
of them  on the calendar due to  a tto rney ’s 
delays and a t the tim e  he took office, fo u r 
years ago, one case was there since 1908. 
In  1911 the U n ited  States Supreme Court 
fo rm ula ted Rule No. 57, re q u irin g  E q u ity  
C ourt cases to  be tr ie d  w ith in  a reason­
able tim e. Judge C la rk  has pu t th is  ru le  
in  effect in  a ll cases before h im  so th a t 
there are none ready fo r  the com ing 
week and th a t every case on the calendar 
w i l l  be cleaned up by June by a ll the 
fo u r judges of the New Jersey D is tr ic t.
The slowness of decisions is e n tire ly  un­
necessary and the blame rests alm ost 
solely on the judges. In  England no 
b rie fs  m ay be filed and im m ediate verbal 
decisions are given in  the h igh  courts. 
The practise is ju s t the opposite here re­
su ltin g  in  delay upon delay.
The c r it ic is m  of the ju ries , Judge 
C la rk  believes to  be w ith o u t m e rit. The 
on ly im provem ent necessary is greater 
care in  th e ir  selection. The judges’ pre- 
de lic tions become q u ick ly  know n and 
hence ju ries  are alm ost essential. 
F u rthe rm ore  the judge is in  complete 
con tro l o f the ju r y ’s ve rd ic t and may re­
ject it .
Judge C la rk  believes th a t the c r it ic is m  
of the B ar m ay be overcome by subs titu t­
in g  fo r  the present method o f adm ission 
by appearance before a character com m it­
tee, a system w h ich  w i l l  pe rm it the ad­
m ission of candidates to  the B ar tempo­
ra r i ly  on probation to  be made perm anent 
a t a p u b lic  he a rin g  open to  ob jecto rs, i f  
any, against the adm ission o f the candi­
date.
Judge C la rk  also advocates the aboli­
t io n  o f the t r ia l  o f cases in  the Federal 
Courts th a t are being sent there pu re ly  
because o f d iv e rtin g  o f c itizensh ip  be­
tween litig a n ts . T h is  has become m erely 
h is to ric  as there is no longer any an i­
m osity  between the citizens of the sev­
era l states and is needlessly burdening 
the U n ited  States Courts w ith  pe tty  cases.
Practise in  the m a tte r of g ra n tin g  
patents should also be changed. Judge 
C la rk  stated th a t he has been helped 
considerably in  bankruptcy  cases by the
Society of Certified P ub lic Accountants 
a t w hich, members who are Certified Pub­
lic  Accountants have sat w ith  h im  in  con­
nection w ith  g ra n tin g  discharges to 
B ankrupts. In  Eng land i t  is  a disgrace 
to be a bankrup t and d u rin g  the pend­
ancy of bankruptcy the p riv ile ge  of vo t­
in g  or ho ld ing office is denied. Abroad 
there is a public exam ination by public 
officials. Here there is  none except at 
the  request of cred itors. The Local Fed­
era l Courts are handicapped in  th a t i f  
any attem pts are made to  enforce the 
Federal law  more s tr ic t ly , cases pending 
before i t  are s im p ly  trans fe rred  to  the 
State Courts of Chancery.
The use of P ub lic Accountants by 
Judge C la rk  has already accomplished 
good results in  a ve ry  short tim e  in  con­
nection w ith  g iv in g  h im  assistance on 
the books of bankrupts t r y in g  to  obtain 
discharges. F a ilu re  to  keep books is prac­
t ic a lly  the only rea l non-crim ina l ground 
to  deny a discharge irrespective  of w ha t 
o ther circumstances are present. In  Eng­
land there would be no discharge i f  the 
bankrup t lived  beyond h is  means or en­
gaged in  an extra hazardous or gam bling 
enterprise, or in a b ility  to  exp la in  satis­
fa c to r ily  h is in a b ili ty  to  pay 50 per cent 
or more on his debts.
The Society of Certified P ub lic  Account­
ants of the State of New Jersey has been 
asked by Judge C la rk  to  fo rm u la te  in ­
s truc tions fo r  the keeping of necessary 
books of account w h ich  in s tru c tion s  are 
to be embodied in to  cou rt rules.
Judge C la rk ’s rem arks were w e ll re­
ceived and a general discussion followed 
his address.
The Secretary announced a g if t  o f $250 
to the Education Fund donated by the 
R e tir in g  President, M aurice E. Peloubet, 
C. P. A.
R H O D E IS L A N D
The new ly  elected officers o f the  
Rhode Is lan d  Society o f C e rtified  P ub lic  
A ccountan ts  a re : P res ident, John J. 
W a ll;  V ice P resident, Chester R. U n ion ; 
Secre tary-Treasurer, E rne s t H . D av­
ison; D irecto rs , Thom as Y . B arb  and 
W m . H . Segur.
TEX A S
The Texas Society o f Certified Public 
Accountants has been in fo rm ed by the 
A m erican A rb itra tio n  Association th a t 
i t  has been received in to  active a ffilia tio n  
w ith  th a t organization. A pp lica tion  fo r 
such re la tio n sh ip  was d irec ted  by the 
Texas Society at its  last annual meeting.
V IR G IN IA
The annua l sp ring  m eeting  o f the 
V irg in ia  Society o f P u b lic  A ccountan ts 
was he ld a t the C ava lie r H o te l, V ir ­
g in ia  Beach, F r id a y  and Saturday, M ay 
17 and 18, 1929.
The f irs t  m o rn in g  was la rg e ly  de­
voted to  re p o rts  o f com m ittees, the  
m ost extended o f those presented be ing 
on the subjects of “ N a tu ra l Business 
Y ear and S im p lif ic a tio n  o f the  Calen­
da r,”  by W . P. H ilto n , C ha irm an o f the  
Com m ittee. The Society au tho rized  the  
com m ittee  to prepare a docum ent on 
the  N a tu ra l Business Y ear and on com­
p le tion  to  present i t  to  the officers of 
the Society, who were au tho rized  to  e f­
fec t a d is tr ib u tio n  o f th e  same to  bus i­
ness o rgan iza tions o f the  State.
In  the  a fte rn oon  the  members and 
guests were taken  to  F o r t  S to ry  where 
they  were p e rm itte d  to  exam ine the  
la tes t models o f guns ra n g in g  fro m  six 
to  e igh teen inches, unde r the  d irec tio n  
o f va rious  Coast A r t i l le r y  un its , and 
w itnessed an e x h ib it io n  o f f ir in g . F o l­
lo w in g  th is  an au tom ob ile  t r ip  ca rried  
them  around  Cape H e nry , re tu rn in g  to  
the  h o te l fo r  a five  o’c lock m eeting , the 
p r in c ip a l ite m  o f w h ich  was a re p o rt o f 
the  C om m ittee  on A rb itra t io n  and a 
p resen ta tion  o f  the  genera l sub jec t by 
H om er A . D unn, o f New  Y o rk , C h a ir­
man o f the  C om m ittee  on A rb itra t io n  
o f The A m erican  Society and D ire c to r 
o f the  A m erican  A rb itra t io n  Associa­
tio n .
In  the  evening the  m em bersh ip dance 
was en joyed by a ll present.
S atu rday m o rn in g  a paper on “ The 
N a vy ’s Business System ,”  w h ich  had 
been prepared by D. V . C hadw ick, o f 
the  N o r fo lk  N avy Y ard , was read by 
Com m ander A . M. Cook, re tire d , Cap­
ta in  C hadw ick be ing confined to th e  
ho sp ita l.
F re d e ric k  H . H u rdm an , P res iden t o f 
the  A m erican  In s titu te , presented some 
o f the  prob lem s w h ich  are now  con­
fro n t in g  accountants ow ing  to  the  ra p id  
increase in  m ergers, the  developm ent 
o f no pa r s tock issues, etc.
S atu rday a fte rn oon  was g iven over to  
the g o lf  tou rn am e n t, W . J. L . P a tton  
g e ttin g  the  lo w  gross score and A . F . 
S tew art, J r., the  lo w  net. A  l i fe  saving 
d r i l l  was p u t on by the  loca l Red Cross 
li fe  saving exam iners, under the  d irec­
t io n  o f M r. C arr, f ro m  the Red Cross 
na tio n a l headquarters. L a te r in  the 
a fte rn oon  an aqua tic  contest was he ld 
in  the in do o r pool, cons is ting  o f a ba l­
loon race, egg race, candle race and 
horseback rid e . The tro p h y , w h ich  had 
been donated by the  N o r fo lk  members 
fo r  the  w in n e r o f the  la rges t num ber o f 
po in ts  in  the  fo u r  contests was won by  
A lfre d  N. H ilto n .
S a tu rday evening was g iven over to  
the  annua l banquet. The  p rog ram  was 
so d iffe re n t fro m  the  usual th a t we 
are rep rod uc in g  fo u r  pages. I t  was pu t 
up in  re g u la r re p o rt fo rm , the  cover 
bearing  the  in s c r ip tio n  “ R epo rt o f A n ­
nu a l Banquet a t C ava lie r H o te l, V ir ­
g in ia  Beach, V irg in ia , M ay 18, 1929.” '
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E X H IB IT  “A ” 
S T A T E M E N T  O F P R O F IT  AND LO SS 
F o r  th e  P e r io d  fro m  
7 :30 to  10:00 P . M.
IN C O M E:
G ro ss S a le s_________ S tu ffed  C elery
L ess A llo w an ces______ Q ueen  O lives
N E T  S A L E S ________________ R a d ish es
COST O F S A L E S :
In v e n to ry  a t  
R o a n o k e_______ Seafood  C o ck ta il
P u rc h a s e s ______ G reen  T u r tle  Soup
T o ta l_____________ F i le t  M ignon
L ess  In v e n to ry
M ay 18, 1929___C h a te a u  P o ta to e s
COST O F S A L E S ____________ A sp a ra g u s  T ip s
G R O SS P R O F IT ____________ P in e ap p le  S a lad
E X P E N S E S :
A llo w an ces ___________G u av a  J e l ly
T a x e s_______________ C ream  C heese
R e n t___________S tra w b e rry  M ousse
T O T A L  E X P E N S E _________ D em i T asse
N E T  L O SS_________________  C ig a rs  a n d  C ig a re tte s
M ay 18, 1929.
TO T H E  OFFICERS, M EM BERS A N D  GUESTS OF 
T H E  V IR G IN IA  SOCIETY OF P U B LIC  ACCOUNTANTS, 
C A V A L IE R  HO TEL,
V IR G IN IA  BEACH, V IR G IN IA .
Gentlemen (?) :
Pursuan t to  your in s tru c tion s  we have examined your 
records and the account of your conduct fo r  the period 
ended May 18, 1929, and subm it the fo llow ing  report 
the reon :
E x h ib it “ A ” — S T A TE M E N T  OF P R O FIT  AN D  LOSS
Schedule 1— SCHEDULE OF MUSIC SUPPORT- 
IN G  T H E  S TA TE M E N T OF PR O FIT  
A N D  LOSS
E x h ib it “ B ” — S T A TE M E N T  OF ASSETS A N D  
L IA B IL IT IE S
We have fa iled  to find  one among you who has made suf­
fic ien t money du rin g  the year to  ju s t ify  the expenditure of 
the sum planned fo r to n ig h t’s Banquet.
TH ER EFO R E, in  our opin ion, i t  w ould be advisable to 
plan a reduction  in  your mode of l iv in g  fo r  the ensuing 
year; to convert your Assets in to  Cash; to  discount a ll the 
notes you can; to  w o rk  fo r  the sheer joy  of w o rk in g  and to 
otherw ise tho rough ly  enjoy the  repast— both speakers and 
food— w h ich  is set before you ton igh t.
Respectfu lly subm itted,
C H A IR M A N  A N D  M EM BERS OF 
SPRING M E E T IN G  COM M ITTEE.
C P A /ju n io r.
E X H IB IT  “ B”  
S T A TE M E N T  OF ASSETS AN D  L IA B IL IT IE S  
a t May 18, 1929
A S S E T S
L IQ U ID  A SS E TS:
Toastmaster..___________________The Chairm an and others
F IX E D  ASSETS:
Address---- D. N. M cLauch lin , D. D.
Address------A. P. Richardson, Esq.
T O T A L F IX E D  ASSETS Lots o f FU N  
T O T A L ASSETS_______ _______  A  B IG  N IG H T
L I A B I L I T I E S  
L IQ U ID  L IA B IL IT IE S :
To be determ ined
F IX E D  L IA B IL IT IE S :
R esponsib ility  to  C lien t 
T O T A L L IA B IL IT IE S  W hat we make them
N E T  W O R TH :
C apita l Stock___________64 Fellows
Surp lus----------------------50 Associates
TO TAL N E T  W ORTH A  harmonious membership 
TO TAL L IA B IL IT IE S  AN D
N E T  WOR T H _____________SERVICE TO T H E  PUBLIC
Note:
Contingent lia b i l i ty  fo r over-doing______ H E AD A C H E
E X H IB IT  “ A ”  
Schedule 1.
SCHEDULE OF MUSIC 
SUPPORTING S TA TE M E N T OF P R O FIT  A N D  LOSS
Baritone Solo On the Road to M andalay M r. D. C. Carr 
Selected 
Selected 
Roses of P ica rdy
V io lin  Solo 
Soprano Solo 
B aritone Solo
M r. Je rry  Rodisky 
Miss L i l l ia n  Weast 
M r. D. C. Carr
* *  * * * * * * *
V io lin  Solo Selected
Soprano Solo Selected
Baritone Solo Selected
V io lin  Solo Selected
Soprano Solo Selected
* * * * * * * * *
Mrs. E dw in  Feller, Accompanist.
M r. Je rry  Rodisky 
Miss L i l l ia n  Weast 
M r. D. C. Carr 
M r. Je rry  Rodisky 
Miss L i l l ia n  Weast
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The Secre tary o f The A m erican  So­
c ie ty  was present th ro u g h o u t the  m eet­
in g  on in v ita t io n  and to o k  p a rt in  the 
discussions. J. A . D. P a rr is h  was 
C ha irm an  o f the  S pring  M ee ting  Com­
m ittee .
N E W  Y O R K
The fo llo w in g  officers were ree lected 
a t  the  annua l m ee ting  o f the  New Y o rk  
S tate Society o f C e rtified  P u b lic  A c­
countan ts , he ld  on M ay 13, 1929, a t the  
B u ild e rs  C lub : P res ident, P a tr ic k  W . R. 
G love r; F irs t  V ice  P res iden t, James F. 
F a r re l l;  Second V ice  P res iden t, W i l­
lia m  H . B e ll;  Secretary, M a rt in  K o r t-  
jo h n ; T reasu re r, H a m ilto n  H ow ard . D i­
rec to rs  elected fo r  the  te rm  o f tw o 
years w ere : P a u l E . Bacas, Sam uel J. 
B road, W a lte r  N. Dean, Em anue l E ngel, 
W in fie ld  M cKeon and M o rr is  C. T rope r. 
S ix d ire c to rs  elected las t year fo r  a 
te rm  o f tw o  years con tinue  in  office fo r  
a n o th e r year. They are : K e ith  L . 
B ake r, R a lph  R. B ishop, W a lte r  A . M. 
Cooper, W a rre n  W . N issley, W a lte r  A . 
S taub and F re d e ric k  S. Todm an.
E r ic  A . Camman, C. P. A ., was the  
speaker o f the  evening on the  sub ject 
o f “ In te r-D e p a rtm e n ta l P ro fits .”
W Y O M IN G
The W yom in g  State Society o f C e rti­
fied P u b lic  A ccountan ts  he ld  th e ir  sem i­
annua l m ee ting  on the  evening o f M ay 
17, 1929, w ith  a banquet a t the  G lad­
stone H o te l, Casper.
O HIO
The annua l A ccou n tin g  Conference o f 
the  D epa rtm ent o f Commerce E xtens ion  
o f the  Ohio State U n iv e rs ity  in  coopera­
t io n  w ith  the Ohio Society o f C e rtified  
P u b lic  A ccountan ts, th e  Colum bus 
C hapter o f The N a tio n a l A ssoc ia tion  o f 
Cost A ccountan ts  and o the r O hio co l­
leges and un ive rs itie s , was he ld  in  Co­
lum bus on M ay 17 and 18, 1929. The 
p ro g ra m  was as fo llo w s :
F r id a y  Noon, M ay 17 
1 :00  P. M.
A ccou n tin g  In s tru c to r ’s Luncheon.
C ha irm an— R. E m m e tt T a y lo r, C. P. 
A ., U n iv e rs ity  o f C inc in na ti.
Sub ject— “ K eep ing  A ccou n tin g  In ­
s tru c tio n  U p-to -D ate .”
Speaker— A. D. Henderson, C. P. A ., 
A n tio c h  College. G eneral D iscussion.
F r id a y  A fte rn o o n , M ay 17
P rog ram  fo r  S tudents
C ha irm an— Jacob B. T a y lo r, C. P. A ., 
The O hio State U n ive rs ity .
3 :0 0 -3 :3 0 — “ The F ie ld  o f P u b lic  Ac­
c o u n tin g ,”  John E. Madden, C. P. A ., 
P a rtn e r, W idem an, S ho tw e ll & M adden, 
Toledo, Ohio.
3 :3 0 -4 :0 0 — “ The F ie ld  o f In d u s tr ia l 
A cco u n tin g ,”  H . J. P atte rson, T reas­
u re r, Colum bus Show Case Company, 
Colum bus, Ohio.
4 : 0 0 - 5 : 0 0 — I n f o r m a l  discussion 
groups fo r  advanced students, w ith  M r. 
M adden and M r. Patterson.
F r id a y  E ven ing , M ay 17 
6:30 P. M.
J o in t m eeting  w ith  C o lum bus Chap­
te r  o f N a tio n a l Associa tion  o f Cost A c­
countan ts and O hio Society o f C e rtified  
P u b lic  A ccountan ts. M a in  d in in g  room , 
F t. Hayes H o te l.
C ha irm an— J. B. H e cke rt, C. P. A ., 
P res iden t o f Colum bus C hapte r N . A . 
C. A .
P rog ram  —  “ A n a lyz in g  a Business,”  
A lb e r t  T orbe t, C. P. A ., P a rtn e r o f F ra z ­
ie r  and T orbe t, C e rtified  P u b lic  A c­
countants, Chicago, I ll in o is .
“ S e llin g  and D is tr ib u tio n  Costs,”  
H a rry  W . W eib le , Secre tary and Treas- 
u re r , D iebo ld Safe and Lo ck  Company, 
Canton, Ohio.
Sa tu rday M o rn in g , M ay 18
J o in t M eeting  w ith  O hio Society o f 
C e rtified  P u b lic  Accountants.
9: 00 A . M.— Business m ee ting  fo r  
mem bers o f The Ohio Society o f C e rti­
fied P u b lic  A ccountan ts.
10: 00 A . M.— “ Cost Com parisons fo r  
P u b lic  A ccountan ts ,”  F . J. N icho ls  o f 
The F . J. N icho ls  Company, Business 
Counselors, D ayton, Ohio.
(A  re p o rt on a questionna ire  re ­
ceived fro m  the members of The Ohio 
Society reg a rd ing  fees, wages, in d ire c t 
tim e , overhead, etc. M r. N icho ls  was 
fo rm e r ly  head o f the  Business Service 
D epartm ent o f the  N a tio n a l Cash Reg­
is te r  Com pany.)
S a tu rday Noon, M ay 18
1: 00 P. M.
Speaker— G. L . H u ll,  m em ber o f s ta ff 
o f K onopak, H u rs t &  D a lton , Toledo, 
Ohio.
Sub ject— “ T heo ry  o r P rac tice .”
W A SHING TO N
A t the annual m eeting of the W ashing­
ton Society of Certified P ub lic  Account­
ants, held at the New W ashington Hotel, 
Seattle, on F rid a y  evening, May 10, 1929, 
the fo llo w in g  officers were elected fo r  the 
ensuing year: President, George V. W h it­
t le ; V ice President, Paul R. S trou t; Sec- 
retary-Treasurer, Lawrence G iles; A u d i­
to r, Wesley D. Rodbury. Clarence L. 
Stone and Eugene J. Calloway continue 
as members of the Board of D irectors 
fo r  the ensuing year.
Pearce C. Davis, re t ir in g  president, re­
viewed the a c tiv itie s  of the society d u r­
in g  the past year and recommended the 
con tinua tion  of the weekly noon-day 
meetings, and the d is tr ib u tio n  of the 
m on th ly  bu lle tins  to  the membership. He 
also suggested th a t a s tanding com m it­
tee be appointed fo r a te rm  of tw o years
to study leg is la tion  as a step towards 
ob ta in ing  a new regu la to ry  accountancy 
law  a t the next session of the  Legis lature. 
He also urged the society to  show greater 
in te rest in  local and na tiona l affairs.
NOTES
Frederic  A. T ilto n , C. P. A., D e tro it, 
M ich igan, has been appointed by Presi­
dent Hoover as T h ird  Assistant Post­
master General. M r. T ilto n  is a past 
president of the M ich igan Association of 
Certified P ub lic Accountants, served 
twelve years as C hairm an o f the M ich i­
gan State Board of Accountancy and has 
served as M ich igan Representative of 
The A m erican Society. H is  selection is 
another evidence th a t the certified public 
accountant is assum ing an increasing 
prom inence in  the governm ental w orld . 
M r. T ilto n  is a member of the firm  of 
H askins and Sells.
H a rry  B. Scott, C. P. A ., o f P it ts ­
bu rgh , a m em ber o f the  B o a rd  o f D i­
rectors, and a fo rm e r V ice  P res iden t o f 
The A m erican  Society, has been elected 
to  the  pos ition  of executive v ice p res i­
dent o f the  B ank o f A m erica  T ru s t 
Company, o f P itts b u rg h .
M r. Scott has been d ire c tly  and in d i­
rec tly  connected w ith  the bank ing  busi­
ness fo r  m any years, ha v in g  s ta rted  a t 
the  age o f th ir te e n  as a messenger w ith  
the F irs t  N a tiona l Bank of P ittsbu rgh  and 
occupying pos itions in  the  d iffe re n t de­
pa rtm en ts  o f th a t bank fo r  eleven years.
A nd  thus the  pro fession  has lo s t to 
p r iva te  business an o the r ou ts tand ing  
m em ber. W e sha ll expect, however, 
th a t M r. Scott w i l l  be doub ly  able in  
the fu tu re  to  offer constructive advice 
by reason o f h is increased o p p o rtu n ity  
to  v iew  the profession fro m  the other 
side o f the  tab le .
IN T E R ST A T E  M EETIN G
(C on tinued  fro m  page 168) 
t it le d  to  the  same, so fa r  as scores were 
concerned, they had been e lim inated by 
a vote o f  the  com m ittee  in  charge and 
the  prizes w en t to  M r. T im m ons, o f 
K n o x v ille , M r. H a rd in , o f St. Lou is , M r. 
G reer, o f K n o x v ille , M r. Page, o f H op­
k in s v ille , K e n tu cky , M r. F av re t, o f C in ­
c in n a ti, and M r. D ing le , o f O ttaw a, I l l i ­
nois, w ith  a specia l p rize  aw arded to  
P au l P in k e rto n , o f Chicago, fo r  hav ing  
go tten  m ore exercise o u t o f the  contest 
tha n  any o th e r in d iv id u a l.
F o llo w in g  the  awards, dancing w as 
en joyed fo r  a couple o f hours and the 
p a rty  b roke up w ith  a vote o f thanks  to  
H ifn e r  fo r  the  idea, to  the  K e n tu cky  
Society fo r  sponsoring i t ,  and to  the 
various  cha irm en fo r  successfu lly ca r­
ry in g  ou t the f irs t  in te rs ta te  m eeting  o f 
ce rtifie d  pu b lic  accountants in  th a t sec­
t io n  o f the  coun try .
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INTERNATIONAL CONGRESS 
ON ACCOUNTING
To be Held September 9, 10, 11, 12, 13, 14, 1929
Sessions in Hotel Commodore, adjoining Grand Central Railroad Station  
City of New York, United States of America
Have You YO U R  Membership?
P u t  this question to your friends who are accountants or who assume
accounting responsibility
M ost o f th e  im p ortan t c itie s  o f th e  cou n try  from  E a st to  W est and from  N orth  to  
South are represented  in  th e  m em bership  o f th e C ongress. T hese m em berships are  
held by public accou n tan ts and by p r iv a te  accountants in clu d in g  p resid en ts, v ice  
p residents, controllers, treasu rers, cost accou n tan ts and other execu tives in  charge  
o f  accou n tin g  in  in d u str ia l, banking, railroad , and public u tility  organ ization s.
B ound copies o f th e  proceed ings w ill be ava ilab le  to  m em bers only. A p p rox im ately  
s ix ty  papers, a v era g in g  5,000 w ords each, on su b jects o f p rim ary in terest to  those  
concerned w ith  accou n tin g  w ill be included. In  addition , th e  volum e o f about 800  
pages w ill include th e  p ertin en t and valuable d iscussion  developed d u rin g  th e  six  
days o f th e  C ongress.
Members of the Executive
R o b e r t  H .  M o n t g o m e r y , C h a irm a n .
A r t h u r  H. Ca r t e r , T re a su re r, representing Account­
ants Club of Am erica, Inc.
G il e s  L. C o u r t n e y , S ecre ta ry , Professor and Secre­
ta ry , School of Commerce, Accounts and Finance, 
New Y ork  U n ive rs ity .
P a t r ic k  W. R. G lo ver , P re s id e n t, New Y o rk  State 
Society o f Certified Pub lic  Accountants.
J a m e s  H a l l , representing Am erican In s titu te  of Ac­
countants.
J a m e s  F. H u g h e s , V ice P re s id e n t, The Am erican So­
c ie ty of Certified Pub lic Accountants.
Committee of the Congress
J o h n  T. M a d d e n , Dean, School of Commerce, Ac­
counts and Finance, New Y o rk  U n ive rs ity , C h a ir­
m an, Committee on Program .
H o m e r  S. P a c e , Publisher, The Am erican Account­
ant, C h a irm a n , Com m ittee on P ub lic ity .
M a u r ic e  E. P e l o u b e t , Representing Society of C e rti­
fied P ub lic  Accountants of the State of New Jersey.
A r t h u r  H . R o s e n k a m p f f , Professor, Chairm an of Ac­
counting  Departm ent, New Y o rk  U n ive rs ity , repre­
senting Am erican Association of U n ive rs ity  
Ins truc to rs  in  Accounting.
A n d r e w  St e w a r t , C h a irm a n , Com m ittee on A rrange­
ments.
P h i l i p  J . W a r n e r , representing N a tiona l Association 
of Cost Accountants.
I f  y o u  h a v e  n o t a lr e a d y  a p p l ie d  fo r  y o u r  m e m b e r sh ip s , p le a s e  u se  b la n k  f o r m  b e lo w . 
Y o u r  im m e d ia te  c o o p e r a tio n  w i l l  be g r e a t ly  a p p r e c ia te d  b y  th e  C o m m itte e  on  F in a n c e .
 N O T E : A  S u s ta in in g  M e m b e rs h ip  e n t i t le s  th e  h o ld e r  to  a d m is s io n  to  a ll 
s e s s io n s  a n d  to  a  s p e c ia lly  b o u n d  c o p y  o f  th e  p ro c e ed in g s . T h is  v o lu m e  w ill 
c o n ta in  a  l i s t  o f  s u s ta in in g  m e m b e rs  a n d  a n  a c k n o w le d g m e n t o f  th e  f in a n c ia l  
a s s is ta n c e  th u s  e x te n d e d .
A  S u b s c r ib in g  M em b e rsh ip  e n t i t le s  th e  h o ld e r  to  a d m is s io n  to  a l l  s e s s io n s  
a n d  to  a  c o p y  o f  th e  p ro c e e d in g s .
( I f  y o u  p r e f e r  n o t  to  m u t i l a te  y o u r  c o p y  o f  T h e  C er tif ie d  P u b lic  A c c o u n ta n t,  
p le a se  n o te  th e  in fo r m a tio n  in d ic a te d  in  b la n k  fo rm  in  y o u r  a p p l ic a t io n  fo r  
 m e m b e rs h ip .)  
I n t e r n a t io n a l  C o n g re ss  o n  A c c o u n tin g
1 0 0  W a s h in g to n  S q u a re  E a s t ,  N ew  Y o rk  C ity
  S u s ta in in g   
P l e a s e  re s e rv e ______    $25.00 S u b sc r ib in g   m e m b e rsh ip  a t    15.00
A c c o u n t in g  to  be  h e ld  in  N ew  Y o rk  C ity  d u r in g  th e  w eek  of S e p tem b e r 9, 1929
I am  en c lo s in g  a  ch eck  fo r  $___________ D a te d ________________________
S ig n e d  -----------------------------
in  th e  I n t e r n a t io n a l  C o n g r e s s  o n
B u s i n e s s  or p r o f e s s io n a l  c o n n e c t io n A d d r e s s
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BOOK REVIEWS
P ack inghouse  A ccou n tin g , prepared by 
th e  C om m ittee  on A ccou n tin g  o f the  
In s t itu te  o f A m erican  M eat Packers, 
rev ised and ed ited  by H o w ard  C. 
Greer, C. P. A . P ub lished  by the  
U n iv e rs ity  o f Chicago Press. 404 
pages. P rice  $4.00.
T h is  is the  f irs t  o f a tw o -vo lum e ed i­
t io n  on accoun ting  prob lem s and prac­
tices in  the  pa ck in g  in d u s try . The f irs t  
v o lum e  deals w ith  the  genera l p r in ­
cip les o f accoun ting  and the second v o l­
ume w i l l  deal w ith  techn ica l p rob lem s 
re la te d  to  specific departm ents  o f the  
business. C hapter I  is  devoted to  gen­
e ra l accoun ting  fundam enta ls . C hapter
I I  deals in  an in tro d u c to ry  w ay w ith  
th e  pe cu lia r accoun ting  prob lem s o f the  
p a ck in g  house. C hapter I I I  o u tlin es  the 
cos t-find ing  procedure  o f the  pack ing  
in d u s try  and d is tingu ishes i t  fro m  th a t 
o f o th e r w e ll-k n o w n  lines o f business. 
C ha p te r IV  discusses de pa rtm e n ta liza ­
t io n . The seven chapters next fo llo w in g  
dicuss in  some d e ta il the cos t-fig u rin g  
and the  de pa rtm en ta l accounts fo r  the  
m ore  im p o rta n t sections o f p la n t opera­
tion s , a chapter, each, cove ring  ca ttle  op­
e ra tion s , c a lf opera tions, sheep opera­
tions, and th ree  chapters be ing devoted 
to  hog operations. Chapters X I I  and X I I I  
dea l w ith  the  d e te rm in a tio n  and a lloca ­
t io n  o f op e ra ting  expenses, C hapter X I I  
co ve rin g  the  expenses o f m a n u fa c tu r in g  
and C hapter X I I I  those o f d is tr ib u tio n , 
a d m in is tra tio n  and financ ing . C hapte r 
X IV  re la tes to  op e ra ting  and fina nc ia l 
s tatem ents used in  the  in d u s try , and 
a lso gives a genera l sum m ary.
F e d e ra l Tax P ractice , by R o be rt H . 
M ontgom ery, C. P. A ., assisted by J. 
M a rv in  Haynes, R osw ell F . M a g ill 
and James O. W ynn . P ub lished  by 
R ona ld  Press Company, New  Y o rk . 
757 pages. P rice , $10.00.
T h is  book is in tended p r im a r ily  fo r  
th e  use o f law yers  and p ro fess iona l ac­
coun tan ts  ra th e r th a n  the  laym an  and 
is designed to  be a com m entary  upon 
F ede ra l ta x  p ractice  fro m  the tim e  o f 
th e  f irs t  he a ring  before the  T reasu ry  
to  the  fin a l a rgum en t be fore  a co u rt 
o f  la s t reso rt. I t  is re s tr ic te d  to  a d is­
cussion o f ru les  o f a d m in is tra tio n  and 
procedure. P a rt I  deals w ith  the  T reas­
u ry , its  o rg an iza tio n  and a d m in is tra ­
t io n , d e te rm in a tio n  o f deficiencies, as­
sessment o f deficiencies, paym ent and 
co llec tio n  o f deficiencies, c red its  and re ­
funds , and pena lties. P a r t  I I  deals 
w ith  the  U n ited  States Board  o f Tax 
A ppea ls, its  o rgan iza tion , ju r is d ic tio n , 
p lea d in g  and prac tice  before hearing , 
p re p a ra tio n  fo r  hearing , evidence, p rac­
tice  a t hea ring , and practice  a fte r  hear­
ing . P a rt I I I ,  unde r the  head ing o f
F edera l C ourts, has a chapter on A p ­
pe lla te  R eview  o f B o a rd ’s Decisions and 
a chapter on S uits  fo r  R efunds in  Fed­
era l Courts. The Appendices, A  to  F , 
inc lude  P rov is ions  o f D is tr ic t  o f C o lum ­
bia Code on E vidence; F o rm s ; Revenue 
A c t o f 1928;  Revenue A c t o f 1926;  
Table o f P a ra lle l References Show ing 
C orrespond ing Sections o f 1926 and 
19 28 Revenue A cts ; T ab le  o f P a ra lle l 
References S h o w i n g  C orrespond ing 
A rtic le s  o f R egu la tions 69 and 74-75. 
In  a d d itio n  to  a G eneral Index, the re  is 
an Ind ex  to  Sections o f 1928 Law , to  
Sections o f the  1926 Law , to  A rtic le s  
o f R egu la tions 74, to  A rtic le s  o f Reg­
u la tio n s  69, to  T r easury D epa rtm ent 
R u lings , to  R ules o f U. S. B oa rd  o f Tax 
Appeals, to  R u les o f  U. S. C o u rt o f 
Claim s, to  U. S. B oa rd  o f Tax Appeals 
Decisions, to Tables o f Cases.
A ccou n tin g  and F inance , by  Leon E. 
B ro w n e ll, pub lished by John W ile y  &  
Sons, Inc., New Y o rk , and Chapman 
&  H a l l ,  L td ., London . 244 pages. 
P rice , $3.50.
A  p ra c tica l te x t cove ring  balance 
sheet developm ent. Designed to  c la r ify  
the  sub ject fo r  the  s tuden t and beg in­
ne r th ro u g h  the lib e ra l use o f fo rm s 
and p ra c tica l problem s. The chap te r 
headings are as fo llo w s : S tatem ents; 
E x p la n a tio n  o f Assets and L ia b il i t ie s ;  
R ecord ing  T ransactions— D ouble E n try  
A ccou n tin g ; T ra d in g  and Expense A c­
counts; C losing the  Books; C losing the 
Books I llu s tra te d ; W o rk in g  T r ia l B a l­
ance— D ouble and S ingle E n try  Sys­
tem s; A na lys is  o f F in a n c ia l S tatem ents; 
W o rk in g  C a p ita l; L iq u id a tio n  P ro fits  
o r Losses; P a rtn e rsh ip  A ccounts ; Cor­
po ra tio n  A ccounts; P rocedure in  O r­
ga n iz ing  a C o rp o ra tio n ; C ap ita l S tock; 
F in a n c in g  a C o rp o ra tio n ; Inc rem e n t to 
C orpora te V a lues; S urp lus and S urp lus 
Reserves; Suspended C re d it Reserves; 
D iv idends; M iscellaneous P rob lem s fo r 
Review .
C o rpo ra tion  P ro fits . A  S tudy o f th e ir  
Size, V a r ia tio n , Use and D is tr ib u t io n  
in  a P eriod  o f P ro sp e rity , by L a u r­
ence H . Sloan. P ub lished  by H arper 
&  B ro the rs , New Y o rk  and London. 
365 pages. P rice , $3.50.
The chapters cover the  fo llo w in g  
top ics : A  B eg in n in g ; The Com posite 
Incom e A ccoun t; The Com posite B a l­
ance Sheet; D eprec ia tion  and Deple­
t io n ; The Percentage o f Gross Incom e 
Saved fo r  N e t P ro f it :  (a ) S tudy o f Cor­
po ra tions  W h ich  Saved the La rgest 
P o rtio n  o f Gross fo r  N et. (b ) S tudy o f 
C o rpo ra tions W h ich  Saved Less Than 
5 ½ P er Cent o f Gross fo r  N e t; The 
D is tr ib u t io n  o f N e t P ro f it ;  E a rn in gs  on 
Invested C a p ita l; The P ro p e rty  Ac­
coun t; Funded Debt and F ixed  Charges;
C u rre n t Assets —  C u rre n t L ia b ili t ie s ; 
In ve n to rie s ; Accounts Receivable; The 
Cash A ccou n t; C u rre n t L ia b ili t ie s ; 
“ The F i f ty  C lub ” ; F ro m  an A erop lane ; 
Index.
A ccou n tin g  by  M ach ine  M ethods, by
H. G. Schnackel and H e n ry  C. Lang,
C. P. A. Published by The Ronald
Press Company, New Y ork . 563 pages.
Price $7.50.
The a im  of the authors in  th is  volume 
is to  assist accountants in  the  proper and 
effective app lica tion  of mechanical ac­
coun ting  devices to  accounting conditions 
and to  serve as a guide in  m aking  ac­
counting  m ach inery ins ta lla tions , from  
the f irs t p re lim in a ry  survey to  the  de­
v is in g  and opera ting of a complete sys­
tem  o f m ach ined records. The chapters 
deal w ith : Fundam entals of M odern Con­
s truc tive  Accounting  M ethods; Character­
is tics o f Mechanical A ccounting E qu ip­
m ent; Accounting M achine F orm  A na ly ­
sis and Design; Order W r it in g  and B i l l ­
in g  Systems; Accounts Receivable Sys­
tems; O ther Receivables; Ins ta llm en t 
A ccounting ; Sales Analyses; Sales Com­
m ission Accounting ; Accounts Payable; 
Stock and M a te ria l C on tro l; The P ayro ll 
and I ts  D is tr ib u tio n ; The General and 
Subsid iary Ledgers; S ta tis tica l and M is­
cellaneous A pp lica tions; Wage and Bo­
nus Plans fo r  M achine Operators.
A na lys is  o f  R a ilro a d  Securities, by 
Ju les I. Bogan, Ph. D., A ss is tan t P ro ­
fessor o f F inance , New Y o rk  U n ive r­
s ity ; F ina nc ia l E d ito r, New Y o rk  Jou r­
na l of Commerce. Published by The 
Ronald Press Company, New York. 
449 Pages. P rice $6.00.
W h ile  th is  volum e has been prepared 
fo r  the guidance of security  analysts and 
investors, i t  has had the test o f the u n i­
ve rs ity  classroom as w e ll. P a rt I  deals 
w ith  the New Order in  the R a ilroad In ­
dustry— The Law  and The R ailroads; 
Present Day R a ilroad  F inance; R a ilroad 
Economics. P a rt I I  deals w ith  Eva lua­
t io n  of an In d iv id u a l R a ilroad— Aim s and 
Methods of S ecurity  A na lys is ; Ana lysis 
of the T e rr ito ry  Served; Physical Char­
acteristics o f a R a ilroad ; R a ilroad Equ ip­
ment ; Traffic— Q uan tita tive  A na lys is ; 
Traffic— Q ua lita tive  A n a lys is ; Operating 
Efficiency and Economy. P a rt I I I ,  under 
F inanc ia l Analysis, covers R a ilroad  F i­
nanc ia l S tatem ents; O ffic ia l V a lu a tio n ; 
R a ilroad C onsolidation; R a ilroad Bonds 
as Investm ents ; R a ilroad  S tocks; F o r­
eign R a ilw ay  Securities. There are ap­
pendices of Essentia l P rovis ions of the 
In te rs ta te  Commerce A c t A ffec ting  the 
Value of R a ilroad  Securities; Computed 
Valuations and Ind ica ted E a rn in g  Power 
fo r  A ll R ailroads fo r  1926; H is to ries  of 
In d iv id u a l R a ilroad  Companies; R a ilroad 
Period icals; the Copeland Service.
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N O  R I S K  i n  t h i s  
R E C O M M E N D A T I O N
Y O U  can recom m end any piece o f  this equ ip m ent. . . w ithout qualification . . .  from a typewriter to a tabulator, from a card 
form to  a ledger binder, w ith  this thought in m ind . . . that i f  it 
didn’t perform its particular duty better than other equipm ent 
does . . .  it w ou ld  not bear the mark o f  Rem ington Rand.
Remington Kardex Rand Safe-Cabinet
Baker-Vawter Powers Kalamazoo
Dalton Line-a-Time
Library Bureau
R E M I N G T O N  R A N D  B U S I N E S S  S E R V I C E  I N C
B u ffa lo , N .  Y .
Sales Offices in  a ll P rin cip a l C ities
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ANNOUNCEMENTS
Schoolman & Schoolman, C ertified Pub­
lic  Accountants, announce the rem oval 
o f th e ir  offices to  the  Le fcou rt N a tiona l 
B u ild ing , 521 F if th  Avenue, New Y o rk  
C ity .
M yron S tra in , C. P. A., and Associates 
o f 433 C a lifo rn ia  Street, San Francisco, 
C a lifo rn ia , announce the opening of a 
new office a t 458 South S pring  Street, Los 
Angeles, C a lifo rn ia .
H e in, Greene & W olco tt announce the 
change in  the firm  name to  Green & W ol­
cott, P ub lic  Accountants, 504-505 C apito l 
B u ild ing , B ingham ton, New Y ork.
Carneiro, Chumney & Co., C ertified Pub­
lic  Accountants, announce the rem oval 
o f th e ir  offices to  the Sm ith-Young Tower, 
San Antonio , Texas.
F rede rick  R. Coyle, C. P. A., announces 
the rem oval of h is m ain  office fro m  165 
B roadw ay to  84 W ill ia m  Street, New 
Y o rk  C ity .
M a rt in  K o rtjo h n  & Company announce 
the rem oval of th e ir  offices to  10 East 
40th Street, New Y o rk  C ity .
W m. J. Struss & Company announce 
the rem oval of th e ir  offices to  the tw enty- 
f if th  floor o f No. 111 John Street, New 
Y o rk  C ity .
A. L . Schneider and Company, C e rti­
fied Pub lic Accountants, announce the 
opening of th e ir  offices a t 36-38 Vander- 
g r i f t  B u ild ing , F o u rth  Avenue, P itts ­
burgh, Pennsylvania.
C. E. Neff and C om pany, Certified Pub­
lic  Accountants, announce the rem oval 
o f th e ir  D e tro it office to 544 B uh l B u ild ­
ing, D e tro it, M ich igan.
Thompson & B lack announce the re­
m oval of th e ir  New Y o rk  offices fro m  36 
West 44th Street to  the New Y ork  Cen­
t ra l B u ild ing , 230 P ark  Avenue, New 
Y o rk  C ity.
W a lte r K . M itche ll, F red D. B u llock  
and H. A. Kellogg, Certified Pub lic Ac­
countants, announce the fo rm a tio n  of a 
pa rtnersh ip  w ith  F. W . La fre n tz  & Com­
pany, Certified Pub lic Accountants, under 
the firm  name of F. W. La fre n tz  & Com­
pany, Bullock, K e llogg and M itche ll. The 
Los Angeles office, w ith  W a lte r K . M it ­
chell, Resident Partner, is  located a t 517-
21 U n ion Bank B u ild ing .
B urns & Company, Certified Pub lic Ac­
countants, announce the rem oval o f th e ir  
offices to  1815-16 F ide lity -P h ila de lph ia  
T ru s t B u ild ing , P hiladelph ia , Pa.
G ilb e rt Paneth, C. P. A., has removed 
h is  office to  122 East 42nd Street, New 
Y o rk  C ity .
L . H . Conant & Co., P ub lic  Account­
ants, announce the rem oval of th e ir  offices 
to  10 East F o rtie th  Street, New Y o rk  
C ity.
W orcester Putnam , C. P. A., announces 
the opening of offices fo r  the practice of 
pub lic  accounting a t 208-209 H a ll B u ild ­
ing, St. Petersburg, F lo rida .
F orrest E. Ferguson & Company, C e rti­
fied P ub lic  Accountants, announce the re­
m oval of th e ir  office to  the  Chimes B u ild ­
ing, South Salina Street a t Onondaga, 
Syracuse, New York.
H e lle r & Moss, Certified P ub lic  Account­
ants, announce the rem oval o f th e ir  o f­
fice to  33 N o rth  La  Salle Street, Chicago, 
I llin o is .
STATE BOARD NEWS
A L A B A M A  
W m. J. C h ris tian , C. P. A., of B irm in g ­
ham, Alabama, has been appointed to 
the Alabama State Board of Accountancy 
to  succeed M. W . A ld ridge , o f M ont­
gomery.
M IC H IG A N  
Governor Green has appointed F red W. 
M orton, C. P. A., o f D e tro it, to  the 
M ich igan State Board o f Accountancy to  
succeed A. W. Ehrm an.
N O RTH D A K O TA  
P. C. Bakken, C. P. A., o f B ism arck, has 
been appointed to  the N o rth  Dakota 
State Board of Accountancy to  succeed F.
F. Burchard.
OHIO
M a rtin  J. A r f t ,  C. P. A ., o f Toledo, has 
been elected President of the Ohio State 
Board of Accountancy to  f i l l  the vacancy 
created by the res ignation of E dw ard S. 
Thomas, of C inc inna ti, who had held the 
po s itio n  fo r  fifteen  years. M r. Thom as 
rem a ins as a m em ber o f the  Board.
TE X A S
The Texas State B oard  o f A ccoun t­
ancy has been reorgan ized as fo llo w s : 
Cha irm an, W . D. P rince , D a llas ; Secre­
ta ry , F. L . W ilco x , W aco; M embers, F.
G. Rodgers, San A n to n io ; Y . D. H a r­
rison , F o r t  W o rth , C. M. G ride r, E l 
Paso.
W Y O M IN G  
Thom as C. Spears, C. P. A ., o f Cas­
per, has been appointed to  the W yom ­
in g  State B oard  o f A ccountancy to 
succeed C. H . R e im erth .
IN MEMORIAM
J U L IA N  A L B E R T  POPE, C. P. A. 
(Georgia No. 171, September 29, 1927), 
died very  suddenly fro m  a heart a ttack 
on F ebruary 20, 1929, in  K no xv ille , Ten­
nessee, where he was on an accounting 
engagement.
M r. Pope was born  in  T ifto n , Georgia, 
on November 8, 1896, and spent most o f 
h is li fe  there. He form ed a pa rtnersh ip  
w ith  H . Thos. Amason and under the 
f irm  name of Amason-Pope Company, Cer­
tif ie d  P ub lic Accountants, practiced ac­
counting  in  the W ynne-Claughton B u ild ­
ing, A tlan ta , Georgia, fo r  a num ber of 
years. Last year when the firm  became 
absorbed by R. J. Beaman & Company, 
M r. Pope became a member of th a t com­
pany’s staff. He was a Mason and S hri- 
ner, a member of the Georgia Society of 
Certified P ub lic  Accountants and of The 
Am erican Society of Certified P ub lic  Ac­
countants.
JAM ES T. M. CONNOR, (C. P. A ., 
W yom ing , June 14, 19 11 ), d ied sud­
den ly  a t h is  home in  Denver.
M r. Connor, w ho was genera l a u d ito r  
fo r  John C lay &  Company, o f Denver, 
was a ch a rte r m em ber o f The A m erican  
Society o f C e rtified  P u b lic  A ccountan ts.
Classified Advertisements
A dvertising copy for th is page should be 
received in the office o f T H E  CERTIFI ED  
PU BLIC  ACCOUNTANT not later than the  
25th day of the  m onth preceding the m onth  
of publication. R ates for "Help W anted” and 
“Situation W anted,” $3.00 per inch or frac­
tion thereof (7 lines to an inch) for one in­
sertion. The rate for "M iscellaneous” is  $5.00 
per inch for each insertion.
W E  F I N D  t h a t  o u r  fi l e s  o f  D ire c to r ie s  a r e  
s h o r t  f o r  th e  o n e  is su e d  F e b r u a r y ,  1926. 
A n y  m e m b e rs  w h o  a r e  n o t  k e e p in g  a  file  o f  
th e  D ire c to r ie s  t h a t  h a v e  one, a r e  r e q u e s te d  
to  s e n d  i t  to  u s .
W A N T E D .— P o s i t io n  w i th  so m e  f irm  o r  c o r ­
p o ra t io n  in  W a s h in g to n ,  O reg o n  o r  C a l i fo r ­
n ia . H a v e  h a d  te n  y e a r s  e x p e r ie n ce . 
M a in ta in e d  o w n  office th e  p a s t  fo u r  y e a r s  
d o in g  g e n e r a l  a u d i t in g .  C. P . A. O k la h o m a  
s in c e  1921. T h i r ty - f iv e  y e a r s  o f  a g e . S c o tc h - 
I r i s h  a n c e s try .  S c o tt is h  R ite  M aso n . A d ­
d re s s  B o x  622, P a w h u s k a ,  O k la h o m a ,
C E R T I F I E D  P U B L IC  A C C O U N T A N T  d e ­
s ire s  p o s it io n  o n  th e  s ta f f  o f  r e p u ta b le  
firm . T en  y e a r s ’ e x p e r ie n ce . A ge th i r ty -  
five. L o c a t io n  n o  o b je c t. A d d re s s  B O X  
K -219 . T H E  C E R T I F I E D  P U B L IC  A C ­
C O U N T A N T .
A  N E W  Y O R K  F I R M  o f  p u b lic  a c c o u n ta n ts  
h a v in g  a n  office in  th e  m id d le  w e s t  is  d e ­
s iro u s  o f  o p e n in g  a n  office a t  C h icag o . 
W ill c o n s id e r  th e  p u rc h a s e  o f  th e  p r a c ­
tic e  o f  o n e  o r  m o re  p u b lic  a c c o u n ta n ts ,  
C. P . A. o f  I l l in o is  p re fe r r e d ,  w ith  a  v ie w  
to  h is  c o n t in u in g  a t  h is  offices a s  a  r e s i ­
d e n t  m a n a g e r  o r  p a r tn e r .  A d d re s s  B o x  
K -220 , T H E  C E R T I F I E D  P U B L IC  A C ­
C O U N T A N T .
Send for the Books You Wish to See
Just Published
Accounting by Machine Methods
by H. G. Schnackel and Henry C. Lang.
W IT H  accounting machines revolutionizing accounting opera­
tions in every line of business, no accountant today can 
afford to be without the information contained in this im­
partial guide. For the first time in published form, you have 
here a standard of practice for accounting processes under 
machine methods. From no other book can you get the prac­
tical performance data you need to see just where you can 
effect savings with each type of machine available, choose 
mechanical equipment best suited to any particular business,
and organize or improve opera­
tive routine to get work through 
at lowest cost, in most usable 
form, and on time. 106 charts 
and forms. 562 pages. $7.50.
—oOo—
How to Analyze Costs
by C. L. Maze and J. G. Glover.
A NEW type of book on costs. Analyzes in detail not only 
manufacturing but also selling and administrative costs, 
and their variations from previous periods and from esti­
mates. Discusses cost classifications, department manage­
ment problems and expense accounts, likely causes of fluctua­
tion in each cost item, and the remedy. You will also find 
valuable information on standard costs, types of cost systems, 
departmentalization, manufacturing expenses, and their dis­
tribution. 33 useful charts and forms. 389 pages. $5.00.
—oOo—
Auditing
by Robert H. Montgomery.
A COMPLETE presentation of the auditor’s work 
and responsibilities under present-day condi­
tions—the work on auditing with which every 
accountant is assumed to be familiar. Offers an 
unapproached summary, by an acknowledged 
spokesman of the profession, of what accountants 
regard as the best accounting, business, and finan­
cial policy today. Helps you examine all sides of 
a question and see in advance the consequences  of 
specific ways of handling it. 859 pages. $6.00.
—oOo—
Corporation Procedure
by Thomas Conyngton and R. J. Bennett; 
Revised by H. R. Conyngton.
T H E  standard guide to all questions of corporate manage­
ment—everything the public or private accountant has to 
know and do in handling corporate affairs. Supplies a back­
ground of corporation law and practice, and offers just the 
working data needed to keep corporate accounts and render 
reports. Includes 541 forms, adequate for transacting every 
normal type of corporate business. 1,479 pages. $10.00.
Use This 
Order Form
Revised Edition Just Out
Accountants’ Working Papers
by Leslie E. Palmer and William H. Bell.
NEW edition, revised and expanded through­
out, with 156 facsimile reproductions, in­
cluding a full set of coordinated papers for a 
typical audit. Illustrates all schedules, anal­
yses, etc., required in the ordinary audit, plus 
many for special purposes. These it develops 
exactly as the accountant would prepare them, 
with twelve chapters of brief but adequate 
comment. In addition to the actual figures, 
each sheet shows the notes an auditor would 
make on significant points to be explained or 
Includes working papers used in connectionemphasized.
with tax returns and new financing. 313 pages. $6.00.
—oOo—
Accountants’ Reports
by William H. Bell.
THE standard manual for every accountant who prepares
statements either in private or public practice. Gives a 
detailed treatment of what leading authorities recognize as 
the best practice in form, arrangement, and content. Offers 
you definite standards of terminology; explains 
fine points in the handling of each individual 
item; shows the usual order of these items 
according to the particular end to be served; 
and points out variations from custom­
ary forms as required in various lines of 
business. 77 illustrations, including a complete 
specimen report, exhibit best modern forms of 
balance sheets, income statements, operating 
and miscellaneous schedules. 386 pages. $6.00. 
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( ) Accounting by Machine Methods ( S c h n a c k e l - L a n g ). $7.50 
( ) H ow  to Analyze Costs ( M a z e - G l o v e r ) . $5.00 
( ) Auditing ( M o n t g o m e r y ) . $6.00 
(  ) Corporation Procedure ( C o n y n g t o n ) . $10.00 
( ) Accountants’ W ork ing Papers ( P a l m e r - B e l l ) . $6.00 
( ) Accountants’ Reports ( B e l l ) .  $6.00
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A ccoim tin g M ach in e
TYPEW RITES — all descriptions from  
the ordinary typewriter keyboard.
M U L T IP L IE S — d ir e c t ly  a n d , b y  th e  
depression o f  one key, prints the results.
A D DS AND SUBTRACTS— posts ledger, 
statem ent and p ro o f journal (or other
c o m b in a t io n s  o f  r e c o r d s )  in  o n e  
operation .
ACCUMULATES TOTALS — for distri- 
butions and proofs o f  posting. Prints  
tota ls by  the d epression  o f  on e  k ey .
Call the local Burroughs office, or check  
the applications that interest you.
B U R R O U G H S  A D D IN G  M A C H IN E  C O M P A N Y , 6 2 2 6  S E C O N D  B O U L E V A R D , D E T R O I T , M IC H IG A N  
P lea se  send  m ore in form ation  about the B urroughs A ccou nting  M achine o n  the work I have cheeked:
B illin g   
In v o ic e  c a lc u la te d  a n d  w r it te n  a t  
o n e  tim es
B illin g  
C o m b in e d  w ith  o th e r  r e c o rd s .
S to ck  R eco rd s   
O f  q u a n t i t ie s  —  v a lu e s  —  o r  b o th  
q u a n t i t ie s  a n d  v a lu e s  to g e th e r .
A cco u n ts P a ya b le  □
L e d g e rs  w i th  o r  w i th o u t  re m it ta n c e  
a d v ic e — o r  jo u rn a l- v o u c h e r  sy s te m  
in s te a d  o f  l e d g e r — in c lu d in g  re g is ­
t r a t io n  o f  in v o ices .
D is tr ib u tio n  
L a b o r  —  m a te r ia ls  —  p u rc h a s e s  —  
sales  — e x p e n se — c a sh , s e p a ra te ly  o r  
c o m b in e d  w ith  o th e r  r e c o rd s .
P a y r o ll  □
O n  ca sh  o r  c h e c k  p a y m e n ts  in c lu d ­
in g  e x te n s io n  o f  t im e  t ic k e ts ,  e tc .
Costs □
F ig u r in g  la b o r ,  m a te r ia l ,  d is tr ib u ­
t io n ,  s u m m a rie s , c o s t s h e e ts , e tc .
P ro -ra tin g  □
O f  e x p e n s e , p a y r o ll ,  c o s ts , e tc .
A cco u n ts R e ce iv a b le  □
L e d g e r, s ta te m e n t  a n d  p r o o f  j o u r n a l  
in  c o m b in a tio n  — le d g e r  a n d  e n d  o f  
m o n th  s ta te m e n t— w ith  o r  w i th o u t  
ty p e w r it te n  d e s c r ip t io n .
Sales A u d it
B y  c le rk s  a n d  d e p a r tm e n ts ,  c a sh , 
ch a rg e  a n d  C  O . D .
In ve n to ry   
Nam e- _Firm_ -Address
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To Candidates 
for the next C. P. A. E xam ination
IN  addition to  its regular Course, the International A ccountants Society, Inc., offers a special Coaching Course for Accountants who are planning to take th e C. P . A. 
Exam ination.
This Course w ill be supplied only to those who are already com petent accountants, 
as no attem pt is  m ade to  teach general accounting in  th is course. The instruction  is 
pointed directly at the C. P . A . Exam ination.
Som ething m ore than a know ledge o f accounting is necessary to insure success in  
the exam ination room .
Solving exam ination problem s is vastly different from  th e usual work o f m aking au­
dits, in stalling system s, or conducting investigations. M any m en w ith little  or no practical 
experience can solve C. P . A. problem s readily—m any others w ith years o f experience 
flounder p itifu lly  in  the exam ination room. WHY? The candidate is  required to  work 
at top speed. H e m ust work w ith lim ited inform ation. H e has to  construct definitions. 
Very often  it  is necessary for him  to use unusual w orking sheets.
The C .P . A. Coaching Course given by the International A ccountants Society, Inc., pre­
pares you to m eet such conditions. T he fee is $42 and the text consists o f tw enty lessons.
P a rticu la rly  noteworthy features o f  the tra in in g  are :
100  problems in  Practical Accounting with  
solutions and comments 
100 questions and answers in Accounting Law 
100 questions and answers in  Auditing 
100 questions and answers in  Theory of 
Accounts
Elaborate explanations and comments that in­
clude, in  addition to the finished statements or 
solutions, such items as suggestions for "Notes 
to the Examiner,” working sheets, side calcu­
lations, use o f proper term inology, and discus­
sions o f authoritative opinions.
Problems and questions (1 ) actually used in  
a C. P. A. or an A. I. A. examination, or (2)  
specially prepared to train the candidate in  
handling certain points lik ely  to be encoun­
tered in the examination.
Personal correction, criticism, and grading of  
every exam ination paper by a Certified Public  
Accountant who has h im self passed the C. P. A. 
examination. There are sixteen such Certified 
Public Accountants on the Active Faculty o f  
the International Accountants Society, Inc.
A SPECIAL booklet, “H ow to P repare f o r  the C. P . A . E xam ination ,” is now rea d y  f o r  those who a re  interested. For a  fr e e  copy, ju s t w rite  y o u r nam e a n d  address below  an d  m ail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c ie t y ,  I nc.
A Division o f the 
A L E X A N D E R  H A M IL T O N  IN S T IT U T E
To the International Accountants Society, Inc., 3411 South M ichigan Avenue, Chicago, Illinois.
Send m e the special booklet, "H ow to Prepare for the C. P. A . Examination,” 
which describes your special Coaching Course for accountants.
\ Name.. .Company...................................................Address..
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“Most failures are self made” — B. C. F o r b e s .
FREDERIC A. TILTON
FREDERIC A. TILTON is the first holder of a C. P. A. certificate to be appointed to what is 
popularly known as the “Little Cabinet,” having been 
nominated by President Hoover and confirmed by 
the Senate as Third Assistant Postmaster General.
The appointment was 
made on the recommend­
ation of Postmaster Gen­
eral Walter F. Brown, 
who, on assuming that 
office, made an early an­
nouncement to the effect 
that he desired to recom­
mend a C. P. A., if one 
could be obtained with 
sufficient business expe­
rience in addition to 
his accounting training.
Mr. Tilton’s appoint­
ment, therefore, is the 
recognition of a profes­
sional group which has 
been developed in this 
country in the last thirty 
years. Mr. Tilton is a 
partner in the firm of 
Haskins & Sells.
The New York Times 
of Monday, June 17, con­
tained a special article 
by Richard B. Oulahan, 
their Washington repre­
sentative, which covers 
certain reorganization 
tendencies of the present administration so thor­
oughly that we quote therefrom:
“President Hoover feels that he has already made headway 
toward the goal of governmental efficiency he set for his ad­
ministration, by obtaining the services of a group of high-class 
citizens for critical posts in the national service. The willing­
ness of these men to serve their country at large personal 
sacrifice has resulted in their designation as ‘the New Patriots,’ 
a term which has been attributed to the President himself.
“Nearly all of them have given up big salaries or large in­
comes to take the comparatively low emoluments of govern­
mental service. Mr. Hoover is proud of his success in inducing 
them to serve. Those who have discussed the matter with him 
have seen him grow enthusiastic over their course in casting 
aside important money consideration and attractive personal 
environment to take poorly paid Federal positions which, as a 
rule, are rather thankless jobs.
“With their aid, already the President has begun to carry 
out his purpose to reorganize the Executive Departments of the 
Government as far as it is possible to do so without the au­
thority of Congress. The reorganization project, in its most 
comprehensive form, contemplates the transfer of a consider­
able number of bureaus from 
certain departments to other 
departments, and, most im­
portant of all, the amalgama­
tion of many separate offices, 
such as independent bureaus, 
commissions and boards, with 
one or another of the ten Ex­
ecutive Departments which 
are under members of the 
Cabinet.
“ This statutory reorganiza­
tion of the governmental ad­
ministration will be brought 
to the attention of Congress 
at the regular session to be 
begun in December. But mean­
while the President is en­
deavoring to institute reforms 
through placing men of 
proved accomplishment in 
business and the professions 
in charge of offices which in 
his opinion, need a thorough 
overhauling.
“Ever since his inaugura­
tion, little more than three 
months ago, President Hoover 
has given much consideration 
to selecting competent men 
to head the branches of the 
Government which he be­
lieves require expert treat­
ment. In this endeavor he 
has given scant attention to party importunities and thereby 
has caused some irritation among Republican Senators and 
Representatives who had candidates of their own for particular 
places he has filled under the rule of ‘efficiency first.’ How suc­
cessful he has been is attested by the character of those who 
have been induced to accept his tenders of official positions.”
Mr. Oulahan referred individually to the following 
appointments: Col. E. D. Church as Commissioner of 
Pensions; David S. Ingalls, Assistant Secretary of 
the Navy for Aeronautics; Julius Klein, Assistant 
Secretary of Commerce; Patrick J. Hurley, Assistant
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S ecretary  o f W ar; C harles J. R hoades, C om m issioner  
o f  Indian  A ffa ir s ; F red eric  A . T ilton , T hird  A ss is ta n t  
P ostm aster  G en era l; Joseph  Cotton, U nder Secretary  
o f  S ta te ; E . V . Jahncke, A ss is ta n t S ecretary  o f th e  
N a v y ; John Lord O’B rian , A ss is ta n t to  th e A ttorn ey  
G eneral; Chas. E . H ughes, Jr., S o lic itor G eneral; 
J. M. D ixon , A ss is ta n t S ecretary  o f th e  In terior; 
J. H . Scattergood , A ss is ta n t C om m issioner o f Indian  
A ffairs.
Mr. Oulahan fu rth er  sa id :
“ The names given do not exhaust the lis t  of men who are 
regarded by the President as actuated by the highest p a trio tic  
m otives in  ta k in g  places in  h is ad m in is tra tion . And he is seek­
in g  more men of the  ‘new p a tr io t ’ order to  ca rry  out h is p lan 
fo r  reorganiza tion of the governm ental adm in is tra tion .
“ W hen he was Secretary of Commerce M r. Hoover found 
d ifficu lty  in  persuading men who had made th e ir  way upward 
in  the w orlds of business and the professions to  accept posi­
tions in  h is departm ent. In  a considerable num ber of instances 
the ch ie f reason fo r declina tion  was the same. I t  was apparent 
th a t those who declined were apprehensive th a t the w ork ings 
of our p o lit ic a l system w ould not pe rm it them  to ca rry  on 
offic ia l duties w ith o u t m uch so rrow fu l experience.
“  ‘I 'd  lik e  to serve under M r. Hoover,’ said one of those who 
declined. ‘I ’ve made enough money to  live  on com fortab ly  and 
provide fo r  m y fa m ily  when I ’m gone, and can afford to take 
up m y residence in  W ashington. I ’d lik e  to  do it ,  too. I  th in k  
I am respected in  m y com m unity  and I  have the affection of 
m y w ife  and ch ild ren. B u t I ’m a fra id  th a t i f  I  took a Govern­
m ent job and gave to  i t  a ll the a tten tion  th a t  I  have given to 
m y p riva te  business, and believed I  was do ing the best k in d  of 
w o rk  fo r  the Government, I ’d find  m yself hauled before some 
com m ittee of Congress. A nd when th a t com m ittee got th rough 
w ith  me, business friends w ould wonder i f  they had been m is­
taken in  th in k in g  me a man of character, and even m y fa m ily  
m ig h t be inc lined  to look askance at me. So I  th in k  I ’l l  stay 
out of the Government.’
“ T ha t statement was typ ica l of a num ber of cases where 
tenders o f pub lic  offices were declined. As President, however, 
M r. Hoover is having a greater degree of success in  persuading 
men of standing and a b ility  th a t p a trio tic  sacrifice on th e ir  
p a rt is  demanded in  peace as w e ll as in  w a r.”
The specific referen ce o f Mr. Oulahan to  th e  sub­
je c t  o f th is  artic le  is  as fo l lo w s :
“New Broom  in  th e  P o st Office.
“ Ano ther case of a ‘new p a tr io t ’ concerns the Post Office 
Departm ent.
“ W a lte r F. B rown, the Postmaster General, served under the 
H a rd in g  and Coolidge adm in is tra tions  as cha irm an of w hat 
was know n as the Congressional Commission fo r the Reorgani­
zation of the Executive Departments, and was active in  fu r th e r­
in g  plans fo r an overhau ling  of the governm ental adm in is tra ­
tive  m achinery. He was serv ing  as Assistant Secretary of 
Commerce by appointm ent of President Coolidge when he was 
made Postmaster General by President Hoover. Both M r. 
Hoover and M r. B row n fe lt  th a t the financia l and accounting 
system of our vast postal service needed to  be placed on a 
more efficient foo ting . E ffo rts  in  th a t d irec tion  had been made 
by m any successive Postm aster Generals, but w ith o u t results 
e n tire ly  sa tis facto ry to  them.
“ Look ing  over the s itua tion  in  the postal service, President 
Hoover and Postm aster General B row n came to the conclusion 
th a t w ha t was needed to  b r in g  about a reorganiza tion of the 
financia l a ffa irs  of the service was the a d m in is tra tion  of an 
expert pub lic  accountant. They looked around and decided 
th a t F rederic  A. T ilto n  o f D e tro it was the man required. He 
was born in  1876 and had been engaged in  the accountancy
business since 1905. In  1915 he became a pa rtne r in  the firm  
o f H o llis , T ilto n  &  Porte, public accountants. In  1921 th is  firm  
was consolidated w ith  Haskins &  Sells of New Y ork, and M r. 
T ilto n  became its  resident pa rtne r in  D e tro it.
“ T h is  f irm  employs large forces of accountants. M r. T ilto n  
was w e ll acquainted w ith  officia l accounting fo r  he had served 
fo r  twelve years as cha irm an o f the M ich igan State Board of 
Accountancy under Governors F erris , Sleeper and Groesbeck.
“ In  h is case also, i t  was necessary fo r  P resident Hoover to 
make the p a trio tic  appeal. To tackle  the position of T h ird  
Assistant Postmaster General, w ith  its  sa lary of $9,000 a year, 
w ould mean great sacrifice of personal income on M r. T ilto n ’s 
pa rt. B u t he yie lded to  the pres identia l persuasiveness and 
has undertaken to overhaul the a cco u n tin g  system  o f what has 
been called ‘the greatest business in s titu t io n  in  the w o rld .’ ”
T h is E d itor desires to  add h is  personal contribu­
tion  to  th is  sketch  by reason  o f th e  fa c t  th a t he has  
had a very  close p ro fession a l w ork in g  relation sh ip  
w ith  Mr. T ilton  fo r  th e p ast tw en ty  years. In  ad ­
d ition  to  serv in g  w ith  h im  fo r  tw e lv e  years on the  
M ichigan  S tate  B oard o f A ccountancy, to  w h ich  r e f ­
erence has a lready been m ade, he reca lls th e  fa c t  
th a t a fte r  h a v in g  filled all o f th e  offices in  th e  M ich­
igan  A ssoc ia tion  o f  Certified P u b lic  A ccountants, he 
has continued  to  m ain ta in  h is  active  in terest in  th e  
w elfa re  o f  th a t body r ig h t dow n to  th e  p resen t tim e.
Mr. T ilton  h as devoted considerable tim e to  th e  
w ork  o f th e  D etro it B oard o f Com m erce, has filled  
th e  ch a irs o f  C orinthian Lodge, N o. 241, F . & A . M., 
and is  a  m em ber o f th e Sovereign  C onsistory, D etro it  
C om m andery, N o. 1, K. T., and th e  M oslem  Tem ple  
o f  th e  M ystic Shrine. A s a side lin e  he h as a farm  
som e d istance from  D etroit, to  w hich  he goes w ith  h is  
w ife  and daughter fo r  needed recreation . W hile th e  
g o lf  course w hich  th e  fa rm  p ossesses is  not the  
h ard est in  th e  S tate, it  has fu rn ish ed  h im  w ith  
needed recreation .
The M ichigan  A ssocia tion  o f C ertified P ublic A c­
cou n tan ts expressed  its  personal p leasure at th e ap­
p o in tm en t by m eans o f a d inner tendered  M r. T ilton  
at th e  B ook-C adillac H otel, on th e  ev en in g  o f June 12. 
The P resid en t o f th e A ssocia tion , W . H . V an Tifflin, 
acted  as toastm aster  and introduced, su ccessively , 
F red  W . M orton, recen tly  appointed  m em ber o f the  
M ichigan  S ta te  Board o f  A ccountancy, E . E lm er  
Staub, a  m em ber o f th e  B oard o f D irectors o f th e  A sso ­
c iation , C larence G. H ill, form er C ounsel o f th e  M ich­
ig a n  S ta te  Board o f  A ccountancy, and D urand W. 
S p rin ger, each o f w hom  spoke on a som ew hat d iffer­
ent phase o f  th e  w ork  w h ich  M r. T ilton  had done for  
th e  p ro fession  in  th e  S ta te  o f  M ichigan , a t th e  close  
o f  w h ich  Mr. T ilton  exp ressed  h is reg ret a t leav in g  
h is  fr ien d s but h is  hope th a t he m ig h t render a 
w orth -w h ile  serv ice. T he speeches o f  th e  even in g  
w ere in tersp ersed  w ith  m usic.
The D istr ic t o f Colum bia In stitu te  o f  Certified  
P ublic A ccou n tan ts utilized  its  annual m eetin g , held  
at th e  C arlton H otel on M onday even in g , June 24, 
as a m eans o f w elcom in g  M r. T ilton  in to  th e  account­
in g  ranks a t W ash ington . H e w a s th e  honor gu est  
at th e  d inner w hich  preceded th e  m eetin g .
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NEW  COMPETITION
D U R IN G  th e  p a st decade considerable progress  has been m ade by m anufacturers o f office m a­
ch ines, in h av in g  th e ir  m ach ines insta lled  in  offices 
o f  all typ es. A t th e  presen t tim e th e  m ails are flooded  
w ith  literatu re ex to llin g  th e  m erits o f m achine book­
keep ing. F larin g  head lines on th is  literatu re sta te , 
“A  M ethod th a t S im plifies and F a cilita tes  K eeping o f  
D epartm ental R ecords,” “R equisitions E xten d ed  and  
S tore’s L edger P osted  in One O peration,” and so on; 
w e m igh t quote th ese  flaring headlines ad infinitum .
A ll th is  lessen s th e  w ork o f th e public accountant to  
th e  ex ten t th a t h is sy stem  work is b ein g  taken  over  
b y sp ecia lists  w ho are w ell advertised , and th e  elim i­
nation  o f th e  hum an elem ent in th e  keep ing  o f records 
m inim izes errors and om issions.
T he Certified Public A ccountant, w ith  h is  code of  
eth ics, cannot go out and so lic it th e  accounts o f  
prospective c lien ts. Y our bookkeeping m achine m an, 
how ever, w ith  h igh ly  trained  solicitors, and backed  
by an ex ten siv e  ad v ertis in g  cam paign, is  b egin n in g  
to  sell h is serv ices and h is m achines, w ith  th e resu lt  
th a t th e  public accountant loses th e  business.
T here is one g rea t sa tisfa ctio n , how ever, and th a t  
is  th a t  th e  m achine cannot th in k , and it  th erefore  
leaves an opening fo r  th e  public accountant. In v iew  
of th is , our w ork should be developed so th a t w e can  
constructively  use th e  figures presented  to  us b y  m a­
chine bookkeeping.
I t  is  fo r  us to draw th e  p icture th a t w ill te ll th e  
m anager a new  story  concerning h is b usiness. It is  
for  us to  develop th e  data accum ulated by th ese  m a­
ch ines and put it  in to  a p icture th a t  w ill be o f benefit
to  th e  client. I t  is  fo r  us to  develop th e  in form ation  
th a t w ill a ss is t  h im  in  b etter  m anagem ent and grea ter  
resu lts.
A . C. U PL E G E R .
LUMP-SUM BIDD ING
From  th e Id a h o  P io n e e r o f M ay 17, 1929, we note the 
fo llo w in g  lead ing e d ito r ia l:
D U R IN G  th e  la te  m unicipal cam paign , m uch w as  said  about d oing  c ity  w ork  by con tract and  
bids, as a g a in st e ith er  th e  c ity  d oing  th e  w ork  itse lf  
or h a v in g  it  done by day w ork  or cost p lus.
There is  m uch to  be sa id  in  fa v o r  o f g iv in g  all 
b ig  w ork  out to  bids, and m ak in g  a contract fo r  the  
perform ance, but like all good th in g s  th e  idea m ay  
be carried  too  fa r . One o f th e  excep tion s th a t m ay  
or m ay not prove th e rule, is  th a t o f g iv in g  out th e  
c ity  a u d itin g  to  th e  low est bidder. A u d itin g  is  one 
th in g  w h ere econom y, w ith in  reason , should not 
count.
W hen an accountant tak es over a se t o f  books he has  
not th e  s lig h test idea how  lon g  th e  job  is  g o in g  to  
tak e him , nor in to  w h a t devious p aths h is  inquiry  
m ay lead him . I f  it  leads h im  too fa r  afield, he  
m u st e ith er  be u n fa ir  to  h im se lf or to  h is  em ployers. 
T here is  no w ay  by w h ich  an aud itor can te ll on a job  
like th e c ity  a u d itin g  w ith in  a hundred hours o f th e  
tim e he should put in  to  do th e  w ork  conscien tiously .
A  con tract aud it is  n ot a  sa tis fa c to ry  audit, be­
cause th ere  is  a lw ays th e  fe e lin g  le f t  th a t it  is  not as  
thorou gh  as it  should be. I t  m ay be, and probably is  
a fa c t th a t in  m ost cases th e  resu lt is  qu ite w h a t it  
should be, but th e  elem ent o f doubt th a t rem ains is 
one th a t should n ot be a llow ed to  ex ist.
CHAIN STORE QUESTIONNAIRE
The 70th Congress passed Senate Reso­
lu tio n  No. 224, w h ich  a fte r a series of 
“ Whereases”  re c itin g  the rap id  g row th  
o f chain store d is tribu tions , resolved as 
fo llo w s :
Resolved, T ha t the Federal Trade Com­
m ission is hereby directed to  undertake 
an in q u iry  in to  the chain-store system of 
m a rke ting  and d is tr ib u tio n  as conducted 
by m anufacturing , wholesaling, re ta ilin g , 
o r o ther types of cha in stores and to  
ascerta in and report to  the Senate (1) 
the extent to  w h ich  such consolidations 
have been effected in  v io la tio n  o f the 
a n t it ru s t laws, i f  a t a l l;  ( 2 ) the extent 
to  w h ich  consolidations or com binations 
o f such o rg a n iza tio n s  are susceptible to  
regu la tion  under the  Federal T rade Com­
m ission A c t o r the a n titru s t laws, i f  a t 
a l l;  and (3) w hat leg is la tion , i f  any, 
should be enacted fo r  the purpose o f reg­
u la tin g  and c o n tro llin g  chain-store dis­
tr ib u tio n .
And fo r  the in fo rm a tio n  of the Senate
in  connection w ith  the aforesaid subdi­
v is ions (1 ), (2) ,  and (3) of th is  resolu­
t io n  the commission is directed to  in qu ire  
in to  and repo rt in  fu l l  to  the Senate (a ) 
the extent to  w h ich  the chain-store move­
m ent has tended to  create a monopoly or 
concentra tion of con tro l in  the d is tr ib u ­
tio n  of any com m odity e ithe r loca lly  o r 
n a tio n a lly ; (b ) evidences in d ica tin g  the 
existence o f u n fa ir  methods of com peti­
t io n  in  commerce o r  o f agreements, con­
spiracies, o r com binations in  re s tra in t of 
trade in v o lv in g  chain-store d is tr ib u tio n ;
(c) the advantages o r disadvantages of 
chain-store d is tr ib u tio n  in  comparison 
w ith  those of o ther types of d is tr ib u tio n  
as shown by prices, costs, pro fits, and 
m arg ins, q u a lity  of goods and services 
rendered by cha in stores and other dis­
tr ib u to rs  or re su ltin g  from  in tegra tion , 
m anageria l efficiency, low  overhead, or 
other s im ila r  causes; (d ) how fa r  the 
rap id  increase in  the chain-store system 
o f d is tr ib u tio n  is based upon actual sav­
ings in  costs of management and opera­
t ion  and how fa r  upon qu a n tity  prices 
available on ly  to  chain-store d is tr ibu to rs  
or any class of them ; (e) w hether or not 
such q u a n tity  prices constitu te  a v io la ­
tio n  o f e ith e r the Federal Trade Com­
m ission Act, the C layton Act, o r any 
other statute, and ( f )  w ha t leg is la tion, 
i f  any, should be enacted w ith  reference 
to  such q u a n tity  prices.
An exam ination  of the schedule w h ich  
has been prepared in  the chain-store in ­
q u iry  fo r  wholesale dealers indicates tha t 
the commission is m aking  a thorough 
study of th e ir  methods of m a rke ting  and 
d is tr ib u tin g .
The d iv is ions of in q u iry  cover
(1) Character of the wholesale house 
and business.
(2) A  study as to  w hether the method 
is  one of re ta il cooperation or group buy­
in g  w ith  comparisons between conditions 
in  the  years 1922 and 1928.
( C o n t in u e d  o n  p a g e  222)
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TENTATIVE PROGRAM
EIGHTH ANNUAL CONVENTION 
The American Society of Certified Public Accountants
Hotel Roosevelt, New York City
Wednesday, September 4:
6.00 P. M. Registration.
8.00 P. M. Meeting of Present Board of
Directors.
Thursday, September 5:
9.00 A.M. Registration.
9.00 A.M. Meeting of New Board of Di­
rectors.
10.00 A. M. First Session.
Reports of Officers and Com­
mittees.
2.00 P.M. Second Session.
Reports of State Representa­
tives.
(During these sessions the 
ladies will be taken on sight­
seeing trips, visiting among 
other places, the Leviathan— 
the world’s largest ship, the 
Holland Tunnel—one of the 
greatest engineering feats, and 
other points of interest.)
6.15 P. M. Leave for Shore Dinner at 
Feltman’s Restaurant, Coney 
Island.
(We won’t  get back till 
morning.)
Friday, September 6:
10.00 A. M. Third Session.
Program to be announced in 
our next issue.
(Special trips will be ar­
ranged for the ladies.)
1.00 P. M. Golfing—Salisbury Golf Course,
Long Island.
(For men and women.)
Swimming—Long Beach.
(For men and women.)
Bridge—Hotel Roosevelt.
(For men and women.)
Evening. Order of Twelve.
Order of Secret Thirteen.
(Special announcements 
later.)
Saturday, September 7:
10.00 A. M. Fourth Session.
Report of special historical 
studies made by State 
Boards and State Societies.
Presentation of various view­
points regarding Profes­
sional Legislation and Or­
ganization.
2.00 P. M. Fifth Session.
Discussion of matters pre­
sented at the morning ses­
sion. Every State Board 
and every State Society is 
requested to have a t least 
one representative present.
(While the men will be en­
gaged with professional prob­
lems, the ladies will visit a mo­
tion picture studio or Roxy’s 
in the morning, lunch at The 
Accountants Club and watch 
Babe Ruth and the Yankees in 
the afternoon—with another 
possible attraction.)
7.30 P. M. Informal Dinner Dance.
Presentation of Prizes.
Introduction of Foreign Dele­
gates to the International 
Congress on Accounting.
Introduction of Officers for 
next year.
(No Speeches.)
Night Club Entertainment.
Sunday, September 8:
Suggestions will be available 
as to what may be done, in 
addition to resting up and 
preparing for
The International Congress on Accounting
HOTEL COMMODORE, SEPTEMBER 9-14 
NEW YORK CITY
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Value Of Accountancy T o Lawyers
I W E N T  to the la w  offices of W ollm an &  W ollm an, 20 Broad Street, sent m y card in  to  M r. W ollm an and also a le t­
te r from  Dr. Edwards. M r. W ollm an re­
ceived me most co rd ia lly  and said: “ W hat 
can I  do fo r  you?”  I  to ld  h im  th a t I  came 
to  in te rv ie w  h im  fo r  the Reporter. “ W ell, 
w ha t do you w ant me to  ta lk  about?”  I  
said “ W ould a law  student— or even a 
fullfledged law yer p ro fit m uch by ta k in g  
a course in  accountancy in  the School of 
Business and C iv ic  A d m in is tra tio n  o f the 
College of the C ity  o f New Y ork? ”  M r. 
W ollm an p ro m ptly  responded “ He cer­
ta in ly  would. I  do no t believe there is  a 
law yer who has a rea l practice, who does 
not require  at some stage o f h is career, 
and these days genera lly very often, a 
thorough knowledge of accountancy. On 
every court day five, ten or fifteen cases 
are tr ie d  before the Supreme C ourt in  
th is  c ity , in  w h ich  accounting, in  one 
fo rm  or another is involved. As a ru le , 
in  every s itua tion  and in, every l it ig a t io n  
of im portance, the law yer is assisted by 
a professional accountant, on whose ac­
curacy and a b ility  the law yer m ust re ly , 
bu t ju s t the same the law yer h im se lf 
m ust know  and understand tho rough ly  
What i t  is  a ll about.”
I  said to  M r. W ollm an “ You say la w ­
yers ought to  tho rough ly  understand ac­
counting, would th a t apply to  w hat are 
called ‘c r im in a l’ lawyers?”  He replied, 
“ Yes, a law yer who prosecutes or defends 
a person accused of embezzling bank or 
corpora tion funds, or a m an who i t  is 
charged has made false statements to  ob­
ta in  cred it, ought to  understand account­
ing. Accountancy is  often seriously in ­
volved in  a case where a m an is charged 
in  a c r im in a l court w ith  induc ing  inno­
cent confid ing people to  buy worth less 
stocks or bonds, by m ak ing  a llu r in g  but 
un true  statements as to  the financia l con­
d itio n  of the company. These are only 
illu s tra tio n s .”
“ M r. W ollm an, w hy do you lay  so much 
stress on a law yer tho rough ly  under­
standing accountancy?”  “ Just as a bank 
te lle r  m ust be able to  te ll th a t a b i l l  is  
counterfe it, so a law yer in  h is office or 
the courtroom  ought to  be able to  te ll 
"whether or no t a financia l statement or 
any set o f figures th a t are pu t before h im  
are genuine or fic titiou s , o r we m ig h t say 
coun te rfe it.”
I  said to M r. W ollm an: “ Can’t  you te ll 
me som ething about some new legal s itu ­
ations th a t have come in to  prom inence 
la te ly , in  w h ich  accounting cuts a b ig 
figure?”  M r. W ollm an said “ Now le t me 
see— you know  in  these tim es o f large 
business in s titu tio n s , w hat is called 
‘good w i l l ’ plays a b ig  role. A  pa rtne r
Interview  w ith  HENRY WOLLMAN by 
H ELEN  LOUISE L INKEN.
( F r o m  “ T h e  R e p o r te r .” C o lleg e  o f  th e  C ity  
of  N e w  Y o rk , A p r il  16, 1929 .)
in  a firm  dies or w ithdraw s, or sometimes 
even is pushed out by h is partners. The 
question arises w hat is  his share of the 
good w i l l  o f the concern w orth . The 
parties cannot agree, lawyers are called 
in . The lawyers on both sides s ta rt in  
w ith  the figures presented by professional 
accountants. The question then is—w hat 
is  the real s tory th a t the figures pu t in  
by opposing accountants, te ll— to  w hat 
do they lead? I f  the parties and th e ir  
lawyers cannot reach an amicable con­
clusion, the m a tte r is taken to  court. 
There the law yers m ust f ig h t out the  bat­
tle  of figures. W hen one pa rtn e r dies, a 
contest w ith  the State or Federal Govern­
ments often arises as to  the value of the 
deceased pa rtn e r’s share of the good w i l l  
o f the business, on w h ich  h is estate m ust 
pay inheritance taxes. The lawyers are 
often brought in  to  handle the m a tte r out 
o f court, and in  cou rt i f  i t  gets there.
“ Lawyers handle very  m any income tax  
disputes and litig a tio n s , and the law yer 
who is  igno ran t o f accountancy cannot 
give his c lie n t a hundred per cent per­
formance.
“ I t  would be in te res ting  to  our read­
ers, M r. W ollm an, i f  you would instance 
a p a rtic u la r case of you r own as an il lu s ­
tra t io n  of where the law yer’s knowledge 
o f accountancy was im p ortan t.”  M r. 
W ollm an said “ A l l  r ig h t, I  w i l l  do tha t. 
I  was called in  to  en jo in  one of A m erica ’s 
large corporations from  in fr in g in g  a se­
cre t process. A fte r  a hard figh t, we suc­
ceeded in  hav ing the court decide th a t 
the corpora tion had appropria ted the 
com pla inant’s secret process. The court 
enjoined the defendant. We then sued 
the in fr in g in g  corpora tion fo r  the pro fits  
i t  had made by using the com pla inant’s 
process. The defendant came in to  court 
w ith  a corps o f aud ito rs and expert ac­
countants who produced elaborate sheets 
pu rp o rtin g  to  show th a t the corporation 
had made a heavy loss. I  never took a 
course in  accounting— w ish  I  had— but 
from  laborious experience I  learned a 
good deal about it .  I  handled the com­
p la in an t’s case in  court. I  was m o ra lly  
certa in  th a t the in fr in g in g  corpora tion 
had made a large p ro fit. M y burden was 
to  be able to convince the Chancellor, be­
fore whom the case was being tr ie d , th a t 
the defendant’s figures were inaccurate. 
The services o f a professional expert ac­
countant are necessary in  an accounting 
case, and I  was assisted by capable, con­
scientious experts, bu t when you are 
cross-examining you r adversary’s experts 
you can’t  tu rn  every m inu te  to  you r own 
expert and ask h im  w ha t you should ask 
the w itness, or in  o ther words, you can’t  
cross-examine a person unless you you r­
self know  w hat is  r ig h t  and w hat is 
wrong. The cross-examiner cannot force 
the w itness to  te ll the tru th , w h ich  too 
often witnesses a ttem pt to  hide or cover 
up, unless he h im se lf knows w hat is the 
tru th . In  the case I  am speaking of, the 
defendant’s witnesses d id  not a ttem pt to 
say th a t tw o  and tw o  d id  not make fou r, 
o r th a t s ix  tim es five d id  not make th ir ty  
—there is m uch m orn in  accounting than 
tha t. The Chancellor f in a lly  became con­
vinced th a t the defendant’s accountants 
had erected th e ir  superstructure of 
figures on a false foundation , and decided 
tha t the defendant corpora tion had not 
made a loss, bu t had made a large p ro fit 
out o f its  u n la w fu l use o f com pla inant’s 
secret process, and entered a decree 
against i t  fo r  a large sum.”
I  said to  M r. W o llm an: “ You have 
shown the value of knowledge o f ac­
countancy to  a cross-examining lawyer, 
w i l l  th a t knowledge help a law yer when 
he puts h is own witnesses on the stand?”  
M r. W ollm an rep lied “ A  law yer m ust 
have the a b ili ty  to  make the th in g  so 
p la in  th a t the court and ju ry , i f  there is 
one, who are presumed not to have a 
technica l knowledge o f accounting, can 
see ju s t w hat the law yer is try in g  to  
prove. H is  question to  his own witnesses 
m ust be so unambiguous and d irec t th a t 
they w i l l  b r in g  out answers th a t the 
judge and ju r y  w i l l  understand. No man 
can do th a t unless he understands the 
s itua tion  h im se lf.”
I  said to  M r. W o llm an: “ Can you il lu s ­
tra te  some case or cases th a t is  or are 
now before the courts, where accountancy 
is an im p o rtan t factor?”  He replied “ Yes, 
take a ll the legal contests as to  whether 
the rates charged by corporations lik e  
the street o r underground ra ilroads or 
pub lic  service corporations of any k ind , 
are fa ir  o r u n fa ir , th a t is, whether they 
y ie ld  an adequate re tu rn  on cap ita l. The 
w o rk  of lawyers who argue such cases 
is to  demonstrate, from  the m u ltitu d e  o f 
figures presented, th a t the charge the 
company is perm itted  by statute or the 
order o f some pub lic  tr ib u n a l to  make, 
is o r is  no t too low. Generally there is 
no occasion to  apply princ ip les  o f law  
on e ith e r side u n t il one knows ju s t w ha t 
the facts are, and the facts are based on 
figures.
“ Take the case o f the In terborough 
Rapid T ra n s it Co. now pending in  the
( C o n t in u e d  o n  p a g e  222)
198 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T  July,
Chartered Accountants For Germany
A L TH O U G H  th e  n o tio n  of a  “C h a r t­e red  A c c o u n ta n t” is  n o t u n k n o w n  in  G erm an y , i t  m ay  be ad v isab le  
fo r  th e  p re se n t  p u rp o se  to  g ive  f irs t a  
l i t t le  f u r th e r  c o n s id e ra tio n  to  th is  E n g ­
lish , o r  m o re  r ig h tly , A ng lo -S axon  in ­
s t i tu t io n .
The E ng lish  accountants were organ­
ized as the “ In s titu te  of Chartered Ac­
countants in  Eng land and W ales”  by 
roya l charter, on May 11, 1880. Since 
the adm ission of new members in  the 
fu tu re  was made dependent upon a defi­
n ite  course of education and a prescribed 
exam ination, th is  was the f irs t profes­
sional society lim ite d  to qualified audi­
tors. A  p re lim in a ry  exam ination w h ich  
gives a v iew  of the degree of general 
education is the basis of adm ission as an 
“ A rtic le d  C le rk ”  to  a p ra c tic in g  ac­
countant. D u rin g  the period of p ractica l 
experience there is an in te rm ed ia te  ex­
am ina tion  in  w h ich  one has to  show a 
knowledge of com m ercial subjects, especi­
a lly  such as bookkeeping methods. A  
fina l exam ination tests the knowledge of 
the  candidate in  advanced bookkeeping, 
financ ia l statements, and aud iting , as w e ll 
as in  com m ercial law, company law, tax  
law, economic theory, and a llie d  fields. 
C erta in  exceptions are provided fo r  such 
candidates as have a h igh  school educa­
tion . The fu r th e r  education of the mem­
bers is w e ll provided fo r  by a num ber 
of periodica ls as w e ll as by discussion 
evenings w ith  discourses on pe rtine n t 
topics.
The w o rk  o f the Chartered Accountant 
corresponds to  th is  h igh  level of educa­
tion . I t  consists of the a u d itin g  of books 
and documents as w e ll as the prepara tion  
or ve rifica tion  of financia l statements—  
a w o rk  of respons ib ility  w h ich  receives 
offic ia l recogn ition  even though i t  is  not 
fixed by statute. A  Balance Sheet signed 
by a Chartered Accountant is considered 
as beyond a ttack and as a most welcome 
and re liab le  basis fo r  estab lish ing the 
tax  payments due fro m  the audited enter­
prise. To be sure, the T reasury Depart­
m ent has the r ig h t to  in qu ire  fu r th e r  
as to  details, bu t an energetic contest 
o f a Balance Sheet audited by a C hart­
ered Accountant w i l l  be undertaken on ly 
in  especially exceptional cases. “ E ith e r 
the objecting tax  officia l ceases to  be a 
ta x  official or I  cease to be a Chartered 
Accountant.”  T h is  is the answer one 
would hear i f  he asked an E ng lish  
Chartered Accountant w hat the resu lt 
would be i f  he were re a lly  charged w ith  
a v io la tio n  of his professional duties.
In  Germany we do no t have a com­
parable In s titu te . We have the official
B y  D R . F R IT Z  N E U B U E R G E R
( F r o m  th e  F r a n k f u r t e r  Z e i tu n g . J a n u a r y  1, 
1 929. T r a n s la t io n  b y  A. C. L i t t le to n ,  C. 
P .  A .. U n iv e r s i ty  o f  I l l in o is .)
governm ental inspection service (ta x  
au d ito rs ), we have the sworn auditors, 
and we have the tru s t companies who 
do a u d iting— three d iffe ren t organizations 
whose p rinc ip a l functions b r in g  them  in ­
to the discharge of the same tasks and 
the a tta inm en t of the same objects, or 
a t least they could become thus s im ila r ly  
engaged. The object to  be a tta ined takes 
three fo rm s: the prepara tion  of regu la r 
tax  certificates, reports on c red it posi­
tion , or reports fo r  the firm  under ex­
am ina tion  to  use fo r  in te rn a l supervision.
Undoubtedly, the officia l governm ental 
inspection service occasions ve ry  heavy 
expense, and i t  ce rta in ly  w ould be a 
welcome change i f  the same resu lt could 
be produced w ith o u t causing the Re­
public to  spend so m uch money fo r tha t 
purpose. A pa rt from  tha t, th is  service 
brings uneasiness and loss of tim e  to the 
business under inspection; perhaps ap­
peals to  h igher tax  courts are under­
taken as a resu lt and th is  causes more 
w o rk  and add itiona l expenditure of tim e 
in  the courts and in  the business. In  a 
w o rd : in  not a few  cases i t  w i l l  give 
rise to discord between ta x  officials and 
tax  payers, even though the deputies in  
the service ca rry  out the proper in s tru c ­
tions ever so ta c tfu lly  and conscientious­
ly, and th is  a t a tim e  when we in  Ger­
m any are urged to  m a in ta in  an especially 
in tim a te  and fric tion less  cooperation be­
tween these two classes.
The question of statements fo r c red it 
purposes has been repeatedly and care­
fu lly  treated by professional pens in  re­
cent months from  m any d iffe ren t po in ts 
o f v iew  w ith  d iffe ring  conclusions. Yet on 
the whole, the thesis w i l l  probably be 
accepted tha t audited statements from  
im p a rtia l and specia lly tra ined  experts 
can be used as an im p o rtan t basis fo r  
c red it g ranting . And then about reports 
fo r  in te rn a l con tro l: and objective v e r i­
fication of the cond ition  and progress of 
its  business at regu la r in te rva ls  cannot 
be u n fru it fu l to any enterprise no m atte r 
w hat its  extent may be. M any valuable 
h in ts  fo r  b rin g in g  about be tte r results 
or fo r  rem oving ex is ting  abuses can be 
obtained in  th is  way.
F rom  w hat has been said above i t  is 
clear w hat should be done. I t  seems to 
me th a t the moment has a rrived  fo r the 
three groups of a u d itin g  experts to  com­
bine and create out o f th e ir  un ion a 
single group of re liab le  ind iv idua ls , se­
lected on the basis of character and pro­
fessional qualifications, who could be re­
sponsible fo r  the financ ia l statements de­
sired by officials and cred itors, and who 
could otherw ise benefic ia lly  assist th e ir  
cliente le. One w i l l  not, of course, w ant 
to  set standards too low. I f  we w ish to 
create a class of German licensed a u d it­
ors who sha ll enjoy the same in te rna ­
tio n a l respect as the E ng lish  Chartered 
Accountants, then th is  class m ust have 
a special standing. I t  w i l l  be im portan t 
fo r  th is  purpose fo r  them  not on ly to 
l im it  themselves by a care fu l s if t in g  of 
those who are a lready engaged in  au d it­
in g  practice, bu t there w i l l  also be the 
problem of developing the  r is in g  genera­
t io n  to such an in d iv id u a lity  th a t its  
a b ility , education, and character sha ll 
offer an uncond itiona l guarantee th a t i t  
can do jus tice  to  the confidentia l respon­
s ib ilit ie s  w h ich  aw a it it .  F o r the a u d it­
or, as thus conceived, w i l l  not on ly be re­
sponsible to the management and the 
proprie to rs  ( in c lu d in g  stockholders), bu t 
the tax  officials and cred itors of the en­
terprises audited by h im  can also have 
fa ith  in  a ll of h is statements, even though 
his au d it takes place qu ite independent 
of th e ir  re la tio n  to  the enterprise.
I t  is hoped th a t these ideas w i l l  fa ll 
upon f r u i t fu l  so il and th a t the organ i­
zations of qualified men w i l l  make prac­
tic a l proposals fo r  c a rry in g  them out. 
T h is  w ould not be a t a ll a m atte r of 
un ive rsa l standard ization, bu t ra the r a 
m a tte r of developing and elevating ex­
is tin g  functions. Considered in  the r ig h t 
sense, the established professional in te r­
ests could very  w e ll combine w ith  the 
economic and fiscal requisites to the ad­
vantage of a ll.
T R IA L  B A L A N C E
B y  A N N E  C A M P B E L L .
M y day is lik e  a balance sheet,
I  add i t  up a t n ig h t;
Sometimes the figures are complete, 
A nd sure to  balance r ig h t.
B u t often in  a hopeless tw is t 
They b lu r before m y gaze;
And though I  stubborn ly  persist
I  can not solve the maze.
Sometimes in  weariness and pain, 
M ethodic w ar I  wage.
Tom orrow  I  m ust s ta rt again 
Upon a spotless page!
— D e tr o i t  N e w s.
(C opyrigh t, 1928.)
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Talking Shop
A  D E P A R T M E N T  CO NDUCTED B Y  L . G LU IC K , C. P. A .
IF  w e h a d  h a d  m o re  of o u r  f a th e r ’s a b il i ty  a s  a  sa lesm an , w e w o u ld  p ro b ­a b ly  h a v e  fo llow ed  in  h is  fo o tstep s , 
as h e w a n te d  u s  to  do, in s te a d  of fo llow ­
in g  th is  less re m u n e ra t iv e  p ro fess io n . So 
w e a re  n o t su rp r is e d  w h en  w e fa il  to  g e t 
a  C. P . A. to  s ig n  a n  a p p lic a tio n  fo r  
m em b e rsh ip  in  T h e  A m e ric an  S o c ie ty  o r 
h is  S ta te  Society . No m a t te r  how  e n th u ­
s ia s tic  a  m an  is, he  m u s t be ab le  to  ge t 
a n d  h o ld  h is  p ro sp e c t’s a t te n t io n  to  se ll 
h im  a n y th in g .  D esp ite  th e  to n s  of 
p r in te r ’s in k  u sed  to  p re se n t  re a lly  good 
se llin g  p o in ts , in  th e  la s t  a n a ly s is  p e r ­
so n a l c o n ta c t a n d  th e  sp o k en  w o rd  su c ­
ceeds m o st o ften .
Such success as we have had in  per­
suading C. P. A ’s to  jo in  th e ir  State 
organizations is ch iefly due to  one argu­
ment, w h ich  we he rew ith  present fo r  the 
benefit o f others.
You worked hard fo r  your certificate, 
d idn ’t  you? Sweated over exam inations; 
worked fo r low  wages to secure the ex­
perience qualification? Of course. Do 
you ca rry  life  insurance? Yes. Do you 
insure you r autom obile and house against 
fire  and the ft?  C erta in ly . Do you value 
you r certificate? Surely. Then w hy not 
insure it?  Do you realize the constant, 
unending efforts made by unqualified men 
to break down or c raw l under the ex is t­
in g  bars in  the law? Do you know  who 
safeguards those legal fences? Your 
S tate society. And if ,  in  defense of a b i l l 
to strengthen the ex is ting  law, or defeat 
a b i l l  to  weaken it, the certified  men in  
the State do not present a un ited  fron t, 
what w i l l  the leg is la ture  th in k?
The State society protects you r c e rti­
ficate. The A m erican Society assists i t  
in  do ing so. I f  you jo in  both, you are 
pro tecting  your liv lihood . The insurance 
prem ium s on your health are not deduc­
tib le  expense. B u t your professional so­
c ie ty  dues are. Jo in ! Now!
F  is  alm ost impossible to have the top ic
o f professional ethics come up w ith o u t 
somebody asking the old question, “ W hat 
to  do when the accountant finds some­
th in g  beyond the agreed scope of his en­
gagement?” S tr ic t ly  the answer is easy: 
“ T e ll eve ry th ing .”  B u t p ractica l con­
siderations arise; sometimes i t  is be tte r 
to  leave the m atte r alone. Each case 
must be decided as i t  arises, w ith  the 
accountant ta k in g  the responsib ility . Now 
w hat w ould yon  do in  a case lik e  th is?
T h is  accountant had been engaged by 
a law yer to prepare figures on an appeal 
in vo lv in g  tw o adm itted affilia ted  com­
panies. There were few po in ts a t issue. 
The accuracy o f  the o r ig in a l re tu rn  was 
not seriously in  question. In tercom ­
pany inven to ries and p ro fit were the b ig  
po in t. The accountant was instructed to 
aud it no fu r th e r than to  v e r ify  th is  item, 
and then prepare amended returns, etc.
B u t in  go ing over the w o rk  he was 
s truck by the fact th a t year a fte r year 
Company A  showed a h igh  p ro fit, w h ile  
Company B showed a sm all p ro fit, i f  not 
a loss. To make a long s tory short, in  
ru n n in g  down the in tercom pany inven­
to ry , he found th a t the general manager 
of A  was “ m ilk in g ”  B, to  the enhance­
ment of h is  income, fo r  he got a bonus 
out of profits. W h ile  the general m an­
ager of “ B ,”  who would also have gotten 
a s im ila r bonus, had never seemed to 
care about its  absence.
Now rem em bering the a u d ito r ’s in s tru c ­
tions, and rem em bering also th a t the net 
p ro fit to the consolidated companies and 
th e ir  stockholders w ould have been un­
changed, w hat should the a u d ito r have 
done?
C H A IN  STORE vs. IN D E P E N D E N T , 
AS SEEN FROM T H E  IN S ID E  BY A  
C. P. A., is  the t it le  o f an a rtic le  by the 
ed ito r of th is  departm ent, w h ich  appears 
in  the Ju ly  num ber of the SAM PLE 
CASE, a trade jo u rn a l published in  Col­
umbus, Ohio.
W E have previously  commented in  th is  
departm ent about waste in  advertis ing  
and d is tr ib u tin g ; o f fo rc in g  m arkets in  
poor te r r ito ry  and s ta rv in g  those w h ich  
are p o ten tia lly  much richer. T h is  m onth 
another g la rin g  example was brought t o  
our a tten tion . W ith  the confirm ed habits 
of an au d ito r we made independent per­
sonal ve rifica tion  and found i t  correct. 
We subm it th is  to the C u rtis  and Crowell 
P ub lish ing  Companies fo r  w hat i t  may 
be w orth .
New Y ork  C ity ’s popu lation contains an 
enormous percentage of people born and 
raised in  sm all villages i f  not on farm s. 
That is w hy New Y o rk  rem ains the b ig ­
gest “ h ick  tow n.”  Despite a ll and every­
th ing, they get homesick. B u t can they 
go to a news stand and buy th e ir  fa ­
vo rite  magazine dealing w ith  ag ricu ltu re? 
Answer: they can not!
A southern fr ie n d  of ours was in  New 
Y ork on a business t r ip  on the day his 
favo rite  magazine was due. He d idn ’t  
want to w a it t i l l  he got home the next 
week to  read his subscrip tion copy. H is  
hotel news stand d idn ’t  have i t ;  ne ithe r 
d id any of the numerous subway, elevated 
and other stands. M any of them  never 
had heard of it, though its  c ircu la tio n  
figures are a lm ost astronom ical. Not un­
t i l  the day he le ft d id  he get i t — at the 
ra ilroad  s ta tio n . The U n ion News Com­
pany catered to  the ra ilro a d ’s passengers. 
W hat we w ant to  know  is w hy the c ircu ­
la tio n  managers don’t  get a lo t o f regu la r 
news dealers to  ca rry  these magazines on 
a sale or re tu rn  basis. W e’l l  bet th a t 
a fte r the second m onth they ’l l  sell out.
T H E  fo llo w in g  is taken fro m  the New 
Y ork  Tim es of May 16, 1929:
C e rtifie d  S ta tem en ts  A v a ila b le  
The need of dem anding from  re ta il 
accounts financ ia l statements attested to  
by certified public accountants was em­
phasized yesterday a t a m eeting of the 
$10.75 dress group of the Associated Dress 
Indus tries  of Am erica in  the association’s 
aud ito rium . I f  any embarrassment is 
feared, members were to ld they have on ly  
to make in q u iry  fo r  such statements 
th rough the association. The purpose is  
to keep down losses on merchandise 
credits. Members are being advised 
s trong ly  against sh ipp ing  unordered m er­
chandise. T h is  is no t on ly  tan tam ount 
to  consignm ent selling, i t  is pointed out, 
but also in v ites  re tu rns  th a t are less 
justifiab le .
T H IS  m on th ’s laugh (a t least we hope 
you do)
C. P. A. (hand ing  w o rk  sheets to ju n ­
i o r ) : “ Here, foo t these!”
C lien t: “ Say, a ll I  hear you te ll th a t 
boy is ‘Foot th is ; foo t th a t.”  W hat is he 
anyhow, an accountant or a ch iropodist?”
I T w i l l  undoubtedly in te rest m any o f o u r 
readers to  know  th a t about a year ago 
the General M otors C orporation form ed 
a new subsid iary, christened M otor Ac­
counting Company. I ts  purpose is to  
au d it the pa ren t’s agents and dealers. I t  
is managed by a group of C. P. A ’s. I t  
probably does good w o rk  and renders the. 
dealers expert service, but the p ro fit ac­
crues to the parent company. We alw ays 
have been in  favo r of leg is la tion  w h ich 
would p ro h ib it corporations from  prac­
t ic in g  accountancy, even as they are 
banned from  law  and medicine. T h is  
la test development, but recently called 
to our a tten tion , strengthens our fee lings 
in  the m a tte r and we believe most o f 
our readers w i l l  concur.
O NE of the least known, though most 
in te res tin g  places in  New Y ork  C ity  
is the M USEUM OF T H E  P E A C E FU L 
ARTS a t 24 West 40th Street, opposite 
the L ib ra ry . Make a note of tha t address 
now and plan to  a llow  yourse lf a t least 
three hours to v is it  when you come to 
the convention and congress in  Sep­
tember.
We have attended more “ Business 
Shows”  than we can remember; we have.
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used ju s t about every k in d  of adding ma­
chine on the m arke t; fo r  ten years we 
have been an expert operator of one 
m ake; yet u n t il we saw the exh ib it of 
ca lcu la ting  machines a t the  museum 
we had never seen the inside of one cut 
open. Not the least a ttra c tive  p a rt of 
the  museum is th a t w ith  a few  exceptions 
a ll exh ib its  are open, and the v is ito r  is 
free to  touch and even operate them. 
Don’t  m iss it .
I N K ! You use i t  every day. You have 
a fou n ta in  pen filled  w ith  blue-black 
in k  fo r  o rd in a ry  w r it in g ;  another f ille d  
w ith  red in k  fo r  the m any places where 
red is  the  accepted color in  accounting; 
and another filled  w ith  green in k  fo r 
checking; possibly even a fo u rth  w ith  
purp le  in k . Yet w ha t do you know  about 
th is  indispensable com m odity? W here 
i t  comes fro m ; how i t  is  made?
Some afternoon th is  summer, when 
business is d u ll and i t  is  ra in in g  too 
hard to  go to  the lin k s  or the beach, 
read the a rtic le  on in k  in  the la test ava il­
able ed ition  of any encyclopedia. You 
w i l l  be w e ll repaid.
WE have received a couple of requests 
fo r  recommendations of books to  read. 
Even i f  we had the tim e  to com pile a 
lis t  we w ould not have the te m e rity  to 
do so in  the face of an a rtic le  by such 
an a u th o rity  as John F a rra r. M r. F a rra r 
is now in  the pub lish ing  business, a fte r 
a b r i l l ia n t  career as ed ito r o f the BOOK­
M AN, bu t the a rtic le  to  w h ich  we re fe r 
appeared in  the A p r il,  1929, num ber of 
CHARM, a y o u th fu l bu t lu s ty  magazine 
published in  Newark, N. J. I t  is  en titled  
M A N ’S A P P E T IT E  FOR BOOKS. I t  is 
good.
H E R E is a rea lly  unusual query, to 
w h ich  we are happy to  present w hat 
we believe to be an a u th o rita tive  answer.
“ I  recently  employed a most prom is­
in g  yo u n g  ju n io r. Am bitious, hard-w ork­
ing, w e ll recommended as a bookkeeper, 
and s tudy ing  to  be a C. P. A. Yet I  fea r 
I  sha ll have to  dism iss h im , th rough  no 
fa u lt o f h is own, unless I  can find a 
remedy. H is  hands perspire excessively. 
F requent washings seem to  aggravate, 
ra th e r than cure the trouble. A nd  a 
book, a fte r he is th rough  checking it ,  
looks f r ig h tfu l.  One c lien t has complained 
so strenuously th a t I  cannot send the boy 
there  again. And others m ust have no­
ticed i t . ”
Answer by D r. W ill ia m  G. Lew i, of 
Albany, N. Y .:
“ I t  is most unsatis factory to  answer a 
m edical question in  regards to  a person 
whom we have not seen. There are some 
conditions, however, th a t m anifest them ­
selves, where the  u ltim a te  cause is in ­
variab le , and where speculation is perm is­
sible. Excessive persp ira tion , o f any p a rt
of the body, is one of these. I t  is  always 
due to  o ve rac tiv ity  o f the  ‘sweat’ glands 
of the p a rtic u la r location affected, w h ich  
abnorm al a c tiv ity  is caused by a condi­
t io n  of d is fu nc tio n in g  o f the sym pathetic 
nerve system. T h is  nerve system, in  ad­
d itio n  to  other functions, contro ls the 
secretion of a ll the glands of the body, 
in c lud in g  the ‘sweat’ glands. W hy the 
glands of one p a rticu la r p a rt of the body 
should be more active than  the others 
m ig h t be determ ined by an exam ination 
of the person afflicted.
“ T h is lack of proper fu n c tio n in g  may 
be due to  some abnorm al cond ition  of the 
body constantly present, probably func­
tiona l and correctable; o r i t  may be due 
to  some cond ition  of the past w h ich  has 
en tire ly  corrected its e lf  —  or been cor­
rected— but th is  nerve hav ing been caused 
to fun c tion  abnorm ally, has not resumed 
its  norm al duties, despite the fac t th a t 
the cond ition  or conditions th a t b rought 
about th is  state o f a ffa irs  has ceased to  
exist.
“ A n exam ination of th is  m an would, in  
a ll p robab ility , show w hether the  ex­
c it in g  cond ition  was or was no t s t i l l  pres­
ent; i f  the la tte r, the cond ition  should 
y ie ld  rea d ily  to  trea tm en t; i f  the form er, 
re lie f o f the cond ition  w ould depend on 
the c u ra b ility — or a b ili ty  to  relieve— the 
ex is ting  p r im a ry  causitive fac to r.”
(E d ito r ’s Note: A  m uch shorte r lay 
opinion, in  the fo rm  o f advice, is  to  u t i­
lize a b lo tt in g  pad about 7 x 8 ½ inches 
w h ich  w i l l  enable h im  to  pro tect the 
books against any possible m oistu re from  
such excessive pe rsp ira tion .)
I F  there were a P u litze r P rize fo r  ac­
counting  artic les  we w ould unhesita­
t in g ly  award the 1929 laure ls to  Mrs. 
E llen  L ibb y  Eastm an’s a rtic le  in  the May 
num ber of th is  magazine.
The subject of women’s a b ility , or lack 
thereof, to  handle figures was under dis­
cussion at a tab le fu l o f accountants on 
the very  day the M ay num ber reached 
us. M r. P. R. H e ring ton, one of the  rea l 
veterans of the profession in  New Y ork  
(he got h is  certifica te  in  1898) said he 
avoided women clien ts because of th e ir  
in a b ility  to  reason log ica lly , o r to  com­
prehend figures even when ca re fu lly  ex­
plained to  them. He c ited a recent case 
w hich he had undertaken on ly  a t the 
insistence of h is bank. A  woman had 
been speculating heav ily  in  the  1928 b u ll 
m arket, and ra th e r u n w illin g ly  adm itted  
tha t she would have to  pay an income 
tax. B u t when, a fte r the long and an­
noying process of ge tting  and analyz ing 
b roke r’s and bank’s statements, a re tu rn  
was prepared, the  woman refused to  be­
lieve th a t she had made so m uch p ro fit. 
She had clear and fa ir ly  accurate recol­
lection  of the few  losses she had sus­
ta ined ; bu t her m em ory fo r  the  p ro fit­
able deals, w h ich  were in  the  m a jo rity , 
had apparently  vanished when the pro fits  
were spent.
W hich recalled to  us a tax  re tu rn  we 
prepared last M arch. The woman was 
the h ig h ly  successful manager of a wo­
man’s departm ent in  a prosperous neigh­
borhood bank. In  ask ing  us to  make out 
her re tu rn  she explained th a t she did 
not w ant the bank’s in te rn a l au d ito r to  
know o f her personal finances. B u t be­
fo re  we could prepare her re tu rn , we 
had to  balance he r check book and th a t 
was a job w h ich  took longer than the 
prepara tion  o f the  re tu rn . She laugh­
in g ly  expla ined her weakness in  a r i th ­
metic; before go ing in to  bank ing she 
had been a school teacher, bu t never 
could get above teaching the  second 
grade, because her own a rith m e tic  was 
no higher. Yet a t her m u ltifa r io u s  duties 
in  the bank she was splendid. Advice 
on household budgets; savings; invest­
ments; ob ta in ing  and ho ld ing  the  good 
wi l l  of the bank’s female depositors, were 
easy fo r  her. B u t when one of her cus­
tomers came fo r  help in  ba lancing her 
(the  custom er's) account, th is  manager 
would ta c tfu lly  pass he r on to  one of the 
male clerks.
I f  th is  departm ent is no t as leng thy as 
usual th is  m onth please remember th a t 
as we send i t  to  press we are about to 
s ta rt a fifteen-day tra in in g  period w ith  
the N aval Reserve, w h ich  requires a to ta l 
suspension of a ll other activ ities .
W ord comes to  us th a t M a jo r Joseph M. 
M urphy, C. P. A. (M ass.), Patterson, 
Teele & Dennis, Boston, Massachusetts, 
and Captain George J. Place, C. P. A. 
(M ass.), Swampscott, Massachusetts, are 
a ttend ing T ra in in g  Camp as members of 
the F inance Officers Reserve at Camp 
Devens, Mass., from  June 16 to  29, 1929. 
Robert S. Montgom ery, ju n io r  accountant 
in  the Boston office of Lybrand, Ross 
Bros. & Montgom ery, is  also a t Camp 
Devens.
T H E  fo llo w in g  is taken fro m  the New 
Y ork  E ven ing Post o f June 13, 1929:
N. Y. U. D ean D en ies P o w e r P ropaganda  
John T. Madden, dean of the School of 
Commerce of New Y o rk  U n ive rs ity , who, 
i t  was brought out before the Federal 
Trade Commission, received money from  
the N a tiona l E le c tr ic  L ig h t Association, 
denies today th a t he accepted th is  money 
fo r the purpose of d issem inating propa­
ganda in  the school.
Dean Madden said he d id  “ receive 
checks from  the N a tiona l E le c tr ic  L ig h t 
Association, bu t they were to  cover trave l 
expenses when I  addressed conventions 
held by the association and pub lic  u t i l i ­
ties groups and to  cover cost o f a pros­
pectus made by me o f courses in  account­
in g  w h ich  the association intended es­
tab lish ing  fo r  its  employees.”
( C o n t in u e d  o n  p a g e  217)
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Life Insurance TrustsI am  g o in g  to  a llo w  m y se lf  som e p r iv i­
lege a n d  d e v ia te  fro m  th e  ex ac t 
su b je c t t h a t  y o u r  c h a irm a n  h a s  
an n o u n ced  to  you, a n d  te l l  you  so m e th in g  
a b o u t t r u s t  com p an ies, if  y ou  w ill p e rm it,  
a n d  so m e th in g  a b o u t t r u s t  co m p an ies in  
y o u r  c ity , b r in g in g  in  in c id e n ta lly  som e 
tr e a tm e n t  on th e  life  in su ra n c e  t r u s t  a s  
i t  m ay  affect y o u r  p ro fe ss io n  an d  a s  i t  
m ay  affect c lie n ts  w ho com e to  you  fo r 
adv ice.
The tru s t company idea and movement 
is d is tin c tly  an Am erican enterprise. We 
sometimes th in k  th a t there has been no th­
ing  new invented, because the princ ip les 
of c red it and the m a tte r o f m aking  loans 
is  as old as c iv iliz a tio n  itse lf. B u t i t  was 
le ft  en tire ly , I  am sure, to  the Am erican 
people some years ago to  develop the 
tru s t idea, to  expand upon the oppor­
tu n ity  afforded by the corpora tion to 
ca rry  out the wishes o f a decedent or 
person liv in g  w ith  respect to the manage­
m ent o f h is  affa irs. I  read not long ago 
a short treatise on the investm ent tru s t 
idea, and i t  was stated the re in  th a t the 
investm ent tru s t was the ch ild  o f France, 
in  the beginning, and then graduated 
in to  other countries. B ut, i f  you study 
fu rth e r back upon the subject o f invest­
ment trusts, we learn th a t the f irs t in ­
vestment tru s t was created in  th is  coun­
try  sho rtly  a fte r the Revolution. So th a t 
the investm ent tru s t is  d is tin c tly  an 
Am erican idea.
I t  m ust have been out of the thoughts 
th a t grew from  the investm ent tru s t th a t 
the very im p o rtan t idea o f the creation of 
a tru s t company came. Back in  1812, in  
the c ity  o f Philadelph ia, “ The Pennsyl­
vania Company, fo r  Insurance upon Lives 
and the G ranting  of A nn u ities ,”  a t it le  
which i t  s t i l l  carries, came in to  being. 
I t  is com m only know n as the Ph ilade l­
ph ia or the Pennsylvania Company. 
W h ile  today i t  is d is tin c tly  a bank w ith  
a tru s t departm ent, in  its  o r ig in  i t  was 
the firs t tru s t company th a t was in  being 
in  th is  country. I t  d id  not practice its  
tru s t powers o r use its  tru s t powers at 
tha t tim e. About 1820 or 1822 the F arm ­
ers Loan and T ru s t Company was in ­
corporated in  New Y o rk  C ity. T ha t is 
ju s t over one hundred years ago. Today 
the Farm ers Loan and T ru s t Company, 
which was merged in to  the N a tiona l C ity  
Bank, is the oldest tru s t company in  the 
w orld  and is d is tin c t ly  an Am erican 
tru s t company.
I  present th is  b r ie f h is to ry  to  you be­
cause i t  is  in te res tin g  to  note th a t the 
tru s t company movement has spread w ith  
such ra p id ity , p a rtic u la r ly  du rin g  the last 
h a lf  century, th a t tru s t companies today
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Vice P res iden t, U n ion  T ru s t Company, 
D e tro it, M ich igan.
(S tenograph ic  re p o rt o f a ta lk  before 
the  M ich igan  A ccou n tin g  Conference, 
M ay 24, 1929. )
and tru s t departm ents of na tiona l banks 
tha t are created under powers of the 
Federal Reserve Act, have in  th e ir  pos­
session, p rope rty  th a t is a l i t t le  in  excess 
o f a ll the resources of a ll the banks, 
State, na tiona l, or p riva te , in  th is  
country.
T ha t is a ra the r astounding statement, 
bu t i t  is borne out in  fact. The tru s t 
companies in  D e tro it, where the t ru s t 
business has been developed to  a ve ry  
h igh  degree, have in  th e ir  custody re­
sources, in  one or two tru s t companies 
alone, th a t are greater in  volume than a ll 
o f the resources of a ll the banks in  the 
State of M ichigan.
Now, th a t is a p a rtic u la r ly  s tr ik in g  
statement, because the tru s t idea in  
M ich igan is more or less modern. In ­
creased tru s t business in  New Y ork, P h il­
adelphia, and possibly other eastern cities, 
d id  no t spread a t th a t tim e w ith  such 
early  favor as would demand these fa ­
c ilit ie s  in  the M iddle West. I t  was not 
u n t il the la te  seventies or eighties tha t 
the c ities  in  th is  v ic in ity  began to th in k  
th a t there was som ething in  the corporate 
tru s t idea th a t could be applicable to  
business.
In  D e tro it, in  the eighties, the stove 
in du s try  reached the he ighth  o f its  de­
velopment, and the pharm aceutica l in ­
d us try  was f irm ly  established here. A t 
th a t tim e  D e tro it was a c ity  w ith  a certa in  
aris tocracy th a t could be compared w ith  
perhaps on ly  W ashington, or Chicago, 
or some o f the cities th a t had developed 
ca re fu lly  and cau tiously  and had achieved 
great w ealth , and kep t i t  w ith in  certa in  
fam ilies. P rac tica lly  a ll o f the industries 
in  D e tro it or in  th is  v ic in ity  were con­
tro lled  by one group who lived in  a cer­
ta in  neighborhood and in te rm arrie d . I t  
was a pleasant c ity  to  live  in  and its  
wealth was ce n tra lly  contro lled. Banks 
were organized in  such a way th a t they 
had alm ost an in te rlo ck in g  d irectora te ; 
I  mean the shareholders in terlocked. A l l  
o f the financia l in s titu tio n s  here were 
owned in  the same avenues of wealth.
I t  was the custom o f depositors and the 
customers to come to  th e ir  bankers w ith  
th e ir  jewels and stocks and securities and 
deposit them  in  the p riva te  vau lts  of the 
bank fo r safe keeping. T h is  was a service
th a t the banks extended to  th e ir  custo­
mers gra tis . Of course, in  tim e i t  became 
bothersome and a nuisance. The direc­
tors o f the  various in s titu tio n s  made an 
investiga tion  to determ ine whether i t  
would take the custody of these securi­
ties on a ren ta l basis. And so, as the 
resu lt o f several meetings, in  1889, i t  
was decided to  organize the F id e lity  Safe 
Deposit V a u lt Company in  D e tro it. I t  
was organized under the T rus t Company 
Act w h ich  pe rm itted  such organ ization 
to come in to  being. The T rus t Company 
A ct required such organ ization to have a 
cap ita l o f tw o  hundred and f if ty  thousand 
dollars, and a certa in  surplus th a t escapes 
me fo r  the moment. Inc id en ta lly , th a t 
T ru s t Company A c t was in  being w ith o u t 
any amendment or w ith o u t any change 
up u n t i l  last month.
The tru s t companies and the banks of 
th is  c ity  a ll had to  undergo a great deal 
of hardsh ip because of the fact th a t the 
laws of the  State of M ich igan regard­
in g  tru s t companies had not been changed. 
T h is  Safety Deposit V a u lt Company did 
not fun c tion  im m edia te ly. In  1891, be­
cause there were enterprises being s ta rt­
ed in  D e tro it w h ich  had to do w ith  the 
development o f tim be r lands and m in in g  
enterprises in  the no rthe rn  p a rt o f the 
State, th a t m ig h t requ ire  the services of 
a corporate trustee, i t  was decided to  use 
the charte r th a t had been given th is  
company, so th a t i t  m ig h t reorganize as a 
fu ll fledged tru s t company. A nd because 
these banks loca lly  were interested in  
th a t change, and were interested in  the 
development of th is  tru s t in s titu tio n , be­
cause a ll o f them  contribu ted to  the stock, 
purchased portions of it ,  and because each 
con tribu ted a certa in  num ber o f directors, 
the name o f the in s titu t io n  was changed 
from  the F id e lity  Safety Deposit Com­
pany to  the U n ion T ru s t Company. T ha t 
was the f irs t t ru s t company w ith  th a t 
name, the U n ion T ru s t Company, and i t  
was the firs t tru s t company in  D e tro it. 
Two years previous there had been a 
tru s t company organized in  Grand Rapids, 
the M ich igan T ru s t Company.
The U n ion T ru s t Company functioned 
very w e ll up u n t il 1900, when the D e tro it 
T ru s t Company was formed. And la te r, 
in  1906, the Security T ru s t Company was 
formed.
Because of the pecu lia r s itua tion  in  
M ich igan, where there were tw o d is tin c t 
banking acts, one th a t contro lled possibly 
the com m ercial banking, know n as the 
B ank ing  Act, and the other w h ich  con­
tro lled  tru s t companies, know n as the 
T ru s t Company A ct—tru s t companies 
were never pe rm itted  to do a banking
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business, to do a savings bank business 
or com m ercial bank ing  business. F o r a 
long period o f tim e the depositors in  the 
banks were in  need of the services of a 
t ru s t company. B u t we had a s itua tion  
in  the State of M ich igan where banks 
could not do a tru s t company business, 
or engage in  th a t business, and where 
the tru s t companies could not do a bank­
ing  business. M ich igan was on ly  one of 
fou r o f the fo rty -e igh t states th a t had had 
res tric tions  in  tha t respect. Last m onth 
the leg is la ture modified in  some p a rticu ­
lars the banking and tru s t company laws 
of th is  State, and now a tru s t company 
can engage in  the bank ing business, and 
a bank may have a tru s t departm ent. 
T ha t makes th ings much more pleasant, 
and extends the services o f these in s titu ­
tions to  a ll of the people of the State.
The tru s t company movement has 
grown w ith  p a rticu la r emphasis in  De­
tro it ,  because o f th is  s itua tion . The tru s t 
companies were restric ted  in  the develop­
m ent of th e ir  business to  the develop­
m ent of tru s t business, and we find th a t 
D e tro it has tru s t companies w h ich  have 
developed to a fa r  greater degree than 
any other o f the tru s t companies in  any 
of the other c ities in  the U n ited  States. 
I t  is our estimate, as closely as we can 
appraise it ,  th a t in  our own custody at 
the U n ion T ru s t Company we have prop­
e rty  of a value in  excess of a b illio n  dol­
lars. I  am sure th a t the m erger of the 
D e tro it and Security T ru s t Companies 
has given them  an equal am ount o f re­
sources.
W hat d id  these companies do? W hat 
was there about the tru s t idea w h ich  
would cause the public to  flock to it ,  
w ith in  one hundred years, w ith  such em­
phasis and w ith  such av id ity?  W ell, to 
s ta rt w ith , we m ust f irs t o f a ll consider 
the position o f p rope rty  in  general. A ll 
p rope rty  m ust be owned by someone at 
some tim e. There is  no th ing  th a t we 
have, there is no th ing  in  th is  room, there 
is no th ing  th a t we can consider, tangib le  
or in tang ib le , th a t creates ownership or 
has ownership, th a t does not come in to  
the possession o f someone a t some tim e. 
We can not take th is  p roperty  w ith  us 
when we die. So th a t there m ust be a 
means o f devising i t  and d is tr ib u tin g  i t  
upon death. There are tw o means. And 
in  a ll cases these means are p ra c tica lly  
iden tica l in  every State.
In  M ich igan, as we consider i t  now, 
there are tw o means by w h ich  p rope rty  
m ay be handed from  one person to  an­
other a t the tim e of death ; e ithe r through 
the in s tru m e n ta lity  o f a w i l l ,  o r under 
the law  of the State. I f  a man dies w ith ­
out leaving a w ill,  the State steps in  and 
d is tribu tes h is p roperty  in  accordance 
w ith  the law. I f  he leaves a w i ll,  he puts 
in to  w r it in g  h is wishes w ith  respect to 
the d isposition o f h is property , and he
has a great am ount o f freedom in  c a rry ­
ing  out those wishes. People do not 
know, of course, th a t the expense of dis­
tr ib u tin g  an estate under a w i l l  or dis­
tr ib u tin g  an estate under the law  of the 
State is exactly the same. The laws 
covering the d is tr ib u tio n  o f p rope rty  in  
M ich igan have not been changed in  
seventy-five years. W h ile  we have seen 
almost eve ry th ing  else th a t we buy and 
sell as a com m odity go up in  price even 
w ith in  the la s t decade, the fees th a t may 
be given to  an ad m in is tra to r or the ex­
ecutor o f an estate have been id en tica l in  
th is  State fo r the las t seventy-five years; 
and i t  costs no more to  have property  
adm in istered under a w i l l  than i t  does to  
have p roperty  adm in istered w ith o u t a 
w ill.  And as these fees apply to  every­
one, i t  costs no more to  have property  
d is tribu ted  th rough the agency o f the 
tru s t company than i t  does th rough  the 
agency of an in d iv id u a l. You people may 
be pe rfectly  innocent o f those th ings, and 
you understand fa ir ly  w e ll, I  presume, 
the laws th a t pe rta in  to the descent and 
d is tr ib u tio n  of property, rea l and per­
sonal.
You are interested, I  am sure, as to 
how these tru s t companies, w ith  the fact 
in  m ind th a t th e ir  fees have not changed 
in  the last seventy-five years, can develop 
the tremendous business th a t they have, 
and a t the same tim e b u ild  a bu ild in g  out 
o f “ p in k  b r ick ,”  as ours is frequen tly  
called, and live  a li fe  o f happiness and at 
the same tim e give the shareholders a 
decent re tu rn  on th e ir  investm ent.
In  the o rig in a l t ru s t idea, o f course, 
the creation of t ru s t companies was 
m erely fo r  the a d m in is tra tion  of estates. 
And I  can assure you th a t i f  tru s t com­
panies were to live  solely and e n tire ly  
through a d m in is tra tion  of estates, they 
would very  soon perish. The a d m in is tra ­
tion  of an estate is handled th rough  the 
tru s t departm ent, w hich, a fte r a ll, is  the 
centra l departm ent of the organ ization 
and the one by w h ich  i t  is  most fre ­
quently know n or the one w h ich  is most 
frequen tly  advertised. B u t there are con­
tr ib u tin g  departments w h ich  have grown 
out o f the tru s t departm ent, w h ich  are 
income producers and are departm ents 
w hich may be used as accessories in  the 
hand ling  of an estate, or in  the develop­
ment of a business fo r the in d iv id u a l who 
leaves property  in  our custody, and are 
profitable.
In  our tru s t company we have about 
twenty-five departments. One of these 
departm ents is a subsid iary th a t has now 
been incorporated, the U n ion T it le  and 
G uaranty Company. I t  used to  be m erely 
the abstract departm ent of our in s t itu ­
tion . I t  was incorporated in  order to 
enable us to sell t i t le  insurance, th a t be­
in g  a phase of tru s t company a c tiv ity  
th a t was very badly needed in  th is  State,
and a phase of the business th a t had been 
very sadly neglected. The se lling  of t it le  
insurance and the m aking  of abstracts 
are very  pro fitab le phases of tru s t com­
pany business. In  the last boom th a t h it  
D e tro it, where the development of its  
rea l estate extended m any m iles out in to  
the suburbs, the idea o f having these 
properties insured th rough  a company 
tha t was fina nc ia lly  responsible, met w ith  
great favor. The idea is one th a t has 
been taken from  eastern cities and states, 
and i t  has developed a great am ount of 
business. T h is  same rea l estate develop­
ment, the subdiv is ion of a ll o f these prop­
erties, made thousands and thousands 
o f vendees in  land contracts. As real 
estate is  sold in  M ich igan, i t  is generally 
sold w ith  a down paym ent and a series 
of con tinu ing  payments, made generally 
m on th ly , where the in te rest and a pay­
m ent o f the p r in c ip a l is paid regu la rly . 
Many of the rea l estate firm s found th a t 
a great p o rtio n  of th e ir  overhead w as 
taken up in  the collection of these 
amounts th a t came in  to  them. And the 
tru s t company, recognizing th is  fact, in ­
stalled a land contract departm ent, ta k ­
in g  these properties in  as a tru s t, and 
ta k in g  the contracts o f these various sub­
div is ions in  under a tru s t agreement th a t 
recited th a t the purchasers of p roperty  
would ca ll a t the office and make th e ir  
payments; th a t the paym ent would be 
deposited e ither to  the account of the 
vendor in  the  contract o r invested fo r 
h im  fo r  whatever purpose he had in  m ind. 
The land contract departm ent of our 
company alone— I  have no t the figures 
fo r the other organizations— has in  its  
custody a t the present tim e  approxi­
m ately e igh ty  m illio n  do lla rs o f these 
land contracts. The fees th a t we charge 
upon those ru n  from  tw o  to  five per cent 
o f the gross. There are sometimes as 
m any as s ix  thousand people every day 
coming in  on the f irs t  o f the m onth, or 
the fifteen th , when payments are due, 
m aking payments on these contracts. So 
tha t you can see tha t, w h ile  there is a 
vastly detailed volum e o f business being 
b u ilt up in  th a t departm ent, in  the long 
ru n  i t  is  d is tin c tly  profitable.
P lacing in  the hands o f the companies 
these large volumes of land contracts cov­
e ring  subdivisions enables tru s t com­
panies to  place bond issues against these 
contracts, us ing the contracts as co lla t­
eral. The U n ion T ru s t Company has un­
d e rw ritte n  about seventy-five of these 
bond issues since 1922. M any m illio n s  
o f do lla rs of bonds have been sold against 
the co lla te ra l o f these contracts. S ink ing 
funds are created; and as the payments 
are made by the vendees in  the contract, 
certa in  amounts are placed in  the s in k ing  
fund and the bonds are re tired . And i t  is 
s in gu la rly  in te res tin g  th a t du rin g  the  
issuance o f these bonds there has never
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been a single bond in  default, and there 
has never been an issue where we have 
not issued a tender o f paym ent of the 
bonds before the m a tu r ity  o f the  issue. 
We have always had m ore than sufficient 
money long before the bonds m atured to 
pay up the bonds w h ich  were s t i l l  out. 
So th a t the se lling  of bonds w ith  the con­
tracts as colla te ra l, is another pro fitab le  
departm ent.
Then there is the safe keeping of se­
cu rities  departm ent. W h ile  not pro fitab le 
itse lf, i t  is the tru s t departm ent of the 
business. You take the average person 
who is going abroad on a tou r, vacation, 
o r trave l, and who is the owner o f se­
curities  or even rea l estate or land con­
tracts, he frequen tly  leaves these securi­
ties in  h is safety deposit box, tru s tin g  
tha t w h ile  he is away no th ing  w i l l  happen 
to m a te ria lly  affect the securities th a t he 
has in  his ownership. Under a safe keep­
in g  tru s t, these securities m ig h t be re­
moved from  the safety deposit box and 
placed w ith  the tru s t company, under the 
term s of the trus t, a t a sm all fee o f one 
do lla r per thousand per annum. F o r 
tha t fee the tru s t company w i l l  collect the 
coupons im m edia te ly  when they are due; 
deposit them e ither a t in te res t to  the 
owner’s cred it, or w i l l  re m it to  h im ; 
and w i l l  keep h im  advised w h ile  he is 
away of the rig h ts  a ffecting h is stock 
and bonds tha t have m atured, or any­
th in g  else concerning his p rope rty  tha t 
w i l l  resu lt in  a m a te ria l saving in  in te res t 
to  h im , w h ich  he w ould not have i f  he 
s im p ly  le ft them  in  his safety deposit box.
These are a ll parts and departm ents 
tha t gather around a tru s t company, 
and a ll of them  are ve ry  in te resting . 
They are a ll handled in  a d iffe ren t m eth­
od, bu t they are a ll essentia lly phases of 
tru s t w ork.
F rom  the rom antic  standpoint, perhaps 
the most in te res ting  phase of tru s t w o rk  
is the w o rk  th a t takes place r ig h t in  the 
tru s t departm ent. In  the custody of the 
tru s t departm ent are hundreds of h a b it­
ua l drunkards, people who are m en ta lly  
incompetent, people who are in  insane 
asylums because of disease or fo r  other 
reasons, and ch ild ren  whose parents are 
divorced or who have deserted them ; 
and the guard ianship accounts through 
the Probate C ourt o f the county, are ex­
trem ely in te res ting  phases of tru s t w ork.
Sometimes people re fe r to tru s t com­
panies as cold-hearted in s titu tio n s , as 
places where they are sure to  get 
trim m ed, and where, in  the general run  
of business the on ly th in g  th a t o rd in a r ily  
transp ires is th a t before the estate is 
sold the officers purchase most o f the 
property  below par. B u t th a t is no t the 
case. Aside from  the fac t th a t there is a 
sta tu te against such carryings-on, there 
is a local h is to ry  around every tru s t com­
pany in  the State of M ich igan th a t would
be most in te resting , as i t  affects the prop­
e rty  o f people who have been placed in  its  
custody.
One o f the most in te res ting  stories, 
speaking from  early  memories of some of 
you, had to do w ith  an old man who is 
now dead. A lb e rt died five years ago at 
the age of e igh ty-tw o and more. He was 
a great pub lic  character in  th is  v ic in ity . 
In  the early  days, d u rin g  the C iv il W ar, 
he and Judge Durfee, who recently  died, 
were comrades in  the “ Iro n  Brigade.”  
A fte r the te rm in a tio n  of the war, Judge 
Durfee set out to  become the leading 
probate ju r is t  o f th is  country, and A lb e rt 
set out to  be the hardest figh ting , hardest 
d r in k in g  man in  the  whole U n ited  States; 
and both of them  atta ined th e ir  am bition.
A long in  1901, A lbert, who had a fo rty - 
acre fa rm  out on Grand R iver, got in to  
some a lte rca tion  w ith  a mule and was 
kicked in  the head. He was rendered 
ch ild ish  and was p a r tia lly  incompetent. 
He had fo r ty  acres o f tim be r and tilla b le  
land th a t was going to  waste, and one 
re la tive  a fte r another tr ie d  to  take care 
of h im , bu t they a ll gave h im  up. He 
developed some habits th a t were a l i t t le  
b it d is taste fu l in  po lite  company, and he 
was no t the most companionable person 
in  the liv in g  room. So th a t Judge Durfee 
was f in a lly  appealed to  to solve the prob­
lem, and he to ld  us th a t th is  m an’s farm  
had been m ortgaged to  the h i lt ,  th a t there 
was p ra c tica lly  no income from  it ,  and 
asked us i f  we would take care of it .
I  was interested a few m inutes ago in  
Professor G riffin ’s ta lk  on “ Education fo r  
Business,”  and speaking of business as a 
profession. We ce rta in ly  feel tha t the 
ethics th a t govern the medical profession 
or the other professions govern the pro­
fession of the tru s t business. B u t there 
are certa in  th ings tha t we as quasi-public 
servants are required to  do in  the in te r­
est o f the com m unity  th a t we serve, but 
w hich m ust be done w ith o u t compensa­
tion.
We took old A lb e rt in . We t ille d  h is  
farm , cut h is  wood, and did eve ry th ing  
else tha t we could do fo r the old man, fo r  
two or three years, a ll o f th is  th rough 
our own funds and the funds th a t we 
were able to  influence. I t  was rea lly  
cha rity . In  the meantime, the develop­
ment of Grand R ive r rea l estate had 
started. We were suddenly presented 
w ith  an offer o f th ir t y  thousand do lla rs 
fo r A lb e rt’s fa rm . There was a twenty- 
five hundred do lla r mortgage on i t .  A l­
bert secured the services of a famous 
ju r is t ,  and there was a law su it, and they 
tr ie d  the law su it. The U n ion T ru s t Com­
pany was p illo r ie d  in  the papers as ho ld­
ing  up the m an’s estate. We won the 
su it. We received a la te r offer o f fo rty - 
five thousand dollars, because the prop­
e rty  had increased in  value. B u t we s t i l l  
d id not th in k  i t  was tim e to  sell. The
boom was under way. A lb e rt was fu r ­
nished w ith  sufficient income out of our 
own funds to take care of h im  perfectly. 
A t th is  tim e  he got another lawyer, be­
cause the firs t one had not been able to  
collect h is  fees. The fee was payable 
from  the estate, and there was no estate. 
So he secured a second attorney, and 
again there were headlines in  the papers 
tha t the U n ion T ru s t Company was ho ld­
in g  up the estate of an incompetent, and 
preven ting  h im  fro m  try in g  to  sell fo r ty  
acres a t fo rty -five  thousand dollars. To 
make a long s to ry  short, we successfully 
defended three suits, and f in a lly  sold the 
fa rm  to  Clemons, K n ig h t & Menard, who 
were developing real estate out a t Grand 
R iver, fo r one hundred and one thousand 
dollars. A l l  o f th is  w ith in  eighteen 
months.
I  quote th a t s tory to give you some 
ind ica tion  th a t t ru s t companies are not 
cold-hearted or cold-blooded propositions. 
The men who w o rk  fo r  tru s t companies 
spend a life tim e  doing the same k in d  of 
work. They are professional men. They 
lis ten  from  m orn ing  u n t il n ig h t to every 
domestic tragedy th a t can be rehearsed 
before them. They are competent to  ad­
vise. They are aided reg u la rly  by men, 
m any of whom are perhaps in  th is  room. 
They are under the ju r is d ic tio n  of the 
banking departm ent. They are con tribu t­
in g  in  a great respect to  the development 
of commerce and business at the present 
tim e.
Your cha irm an asked me to say a word 
about the li fe  insurance tru s t, as we call 
it ,  a recent development in  the business 
of tru s t companies th a t is in tense ly in ­
teresting. The firs t li fe  insurance tru s t 
was w r it te n  in  1877 through the P rov i­
dence T ru s t Company, Philadelph ia. 
There was another one w r itte n  in  1881, 
by the N o rth e rn  T rus t Company of Chi­
cago. The development o f the life  in ­
surance tru s t was p ra c tica lly  n i l  up to 
about fifteen years ago. I t  was about tha t 
tim e th a t li fe  insurance began to  take 
hold on the people o f th is  country. You 
know, the old l i fe  insurance man was 
considered a peddler; he was a worth less 
sort o f fe llow  who sold h is  policies solely 
fo r the prem ium , fo r w hat he could get 
out o f it .  He had no thought o f service. 
The argum ent th a t he used to  sell li fe  in ­
surance was e n tire ly  fo r  the creation of 
a fund as against death. The li fe  in ­
surance m an today is a business coun­
selor, the be tte r ones. L ife  insurance 
its e lf  has risen to  a much greater plane.
The development of li fe  insurance came 
about la rge ly  because of the W orld  W ar. 
You w i l l  remember in  1917, when we 
went in to  the w ar, the Government in ­
sisted th a t p ra c tica lly  every sold ier and 
sa ilo r who donned the u n ifo rm  should 
carry  fo r  h is  fa m ily  sufficient protection, 
through Government life  insurance, to
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take care of them  in  the event of h is 
death. The records of the li fe  insurance 
companies showed a tremendous in ­
crease in  the volum e of business th a t 
they have w r itte n  since th a t tim e. Also 
there had been the im pos ition  of the 
Federal inheritance tax  law, and a m u lt i­
tude of State inhe ritance  tax  laws, re­
qu ir in g  the taxes to  be paid w ith in  a cer­
ta in  tim e, in  cash, coin of the realm. 
T ha t has pointed to business men the 
ad v isa b ility  o f securing sufficient protec­
tion . I t  has come to  be the o rd in a ry  
th in g  now fo r the applicant in  presenting 
his statem ent a t the bank to  ind ica te the 
am ount o f life  insurance tha t he carries. 
F requently  the bank its e lf demands tha t 
cred it be re inforced through add itiona l 
li fe  insurance.
L ife  insurance companies, en joy ing  a 
huge volume of business, have been slow 
to appreciate the fac t th a t the reason w hy 
they did no t obtain more business in  the 
past was because they had no t centra lized 
upon the idea of service. They were 
cen tra liz ing  more on ob ta in ing  enough 
people to  stay in  the life  insurance busi­
ness long enough to have one o r tw o po li­
cies. They d id  not get the idea th a t the 
public would buy li fe  insurance i f  they 
found there was som ething in  i t  th a t 
could serve th e ir  p a rticu la r needs. I  
once saw a life  insurance po licy th a t was 
w ritte n  fo r  H enry  Clay. T ha t was only 
about s ix ty  or seventy years ago, and 
yet Clay was restric ted  from  trave lin g  
beyond the confines o f a ce rta in  State. 
There were res tric tions  as to  diet. He 
was not allowed to  consort w ith  certa in  
types of people, nor was he allowed to 
enter certa in  em porium s in  w h ich  cer­
ta in  liqu ids  were vended more than so 
many tim es in  a year. There were other 
th ings in  the li fe  insurance po licy  w hich 
would p ra c tica lly  bankrup t the in s titu ­
t io n  today i f  i t  was attem pted to  be 
m arketed now. B u t insurance companies 
have grown apace w ith  the tim es since 
then, and they have incorporated in  th e ir  
policies m any clauses th a t are h ig h ly  de­
sirable. F or instance, now a person can 
obtain a po licy th a t w i l l  pay a guaranteed 
incom e  to h is  beneficiaries. Tha t is a ll 
well and good. There are any number 
of th ings th a t people do no t do, th a t they 
would have done, th rough  life  insurance, 
i f  they on ly  knew they could.
A  few years ago the tru s t companies 
came to the rescue of the people by de­
velop ing the life  insurance tru s t idea. In  
its  sim plest de fin ition , a li fe  insurance 
tru s t agreement is m ere ly an agreement 
draw n between the insured and the tru s t 
company, re c itin g  th a t ce rta in  policies 
made payable on the li fe  o f the insured 
or deposited w ith  the tru s t company, w i l l  
be collected by the tru s t company upon 
the insured’s death, and invested by i t ;  
and then the investm ents made by i t  w i l l
be fo r certa in  purposes; the income, fo r 
instance, w i l l  be paid to the w idow  fo r 
the balance of her life , and then to  the 
ch ild ren u n t i l  they are older, or some­
th in g  of th a t nature. As a tru s t, i t  d i f ­
fers but very l i t t le  from  the o rd in a ry  
po licy th a t you can purchase from  a life  
insurance company, except in  th is  respect, 
tha t because a t the tru s t agreement, and 
because i t  is an agreement between the 
tru s t company and the in d iv id u a l, in  
w hich the li fe  insurance company has lost 
a ll in terest, i t  may be ju s t as flexib le as 
the insured wishes i t  to be, and i t  can 
cover any s itua tion  th a t the insured has 
in  m ind.
You would be astounded to hear some 
of the th ings  covered in  these li fe  in ­
surance tru s t agreements. They have 
been p a rtic u la r ly  applicable to  business, 
and business li fe  insurance. You know 
as w e ll as I  do th a t there are thousands 
of partnersh ips created th rough  a verbal 
agreement o f a couple o f partners, one 
man may be a good mechanic, and the 
other a good bookkeeper. They recog­
nize th e ir  ta lents, and they say, “ We w i l l  
go in to  pa rtnersh ip  and s p lit the p ro fits .”  
They bu ild  up a very  h ig h ly  developed 
business, and then one of them  dies. 
They have never had any artic les  o f p a rt­
nership. They did not realize u n t il they 
consulted attorneys th a t death term inates 
a partnersh ip, and th a t the assets m ust 
be inventoried , th a t the books m ust be 
audited, and the pa rtnersh ip  wound up. 
A man can not be required to  take in  his 
deceased pa rtn e r’s re latives as h is fu tu re  
business partners. Sm art life  insurance 
men have been se lling  life  insurance to  
cover these situa tions. They take out a 
corresponding am ount o f insurance on 
each pa rtn e r’s life . The pa rtnersh ip  pays 
the prem iums. W hen one dies, the life  
insurance po licy  goes to  the w idow  of 
the deceased partner, and the business 
goes to the s u rv iv in g  partner. Tha t is 
a ll we ll and good. Tha t can a ll be done 
by m utua l agreement. The tru s t com­
pany has its  p a rt to  p lay in  tha t, and so 
everybody is w e ll taken care of.
Now, i f  th a t is true  o f the pa rtnersh ip  
arrangem ent, i t  is much more true  of 
the closed corporation. You know  as w e ll 
as I  do tha t a closed corpora tion is gen­
e ra lly  the ou tgrow th  of one m an’s genius. 
Someone m ay have had a proprie to rsh ip  
w hich developed in to  a partnersh ip . Then 
we w i l l  say fo r reasons not o f ta x  eva­
sion, bu t tax  economy, he decides to  cre­
ate a corpora tion and he takes seventy 
per cent o f the stock; he gives h is w ife  
ten per cent; the rest goes to fo u r or five 
loya l souls who have gone along w ith  
h im  in  the ea rlie r days, and whose en­
t ire  li fe  and business fu tu re  are bound 
up in  th a t company. Then he dies; and 
i f  he dies w ith o u t a w ill,  the shares of 
tha t corpora tion go to  h is he irs. Per­
haps they are scattered from  Maine to 
C a lifo rn ia ; they know  absolutely no th­
ing about w hat he has been b u ild in g  up. 
Very frequen tly  these closed corporations 
are specia lty concerns. And so these 
he irs m ay step in  there e ither as a group, 
or as a u n it, to ru n  th a t business. The 
blackened ru ins  of factories and banks 
tha t you see on the sidelines, p a rtic u la r ly  
in  our sm all towns, bear m ute testim ony 
of the fa c t th a t there is the beginning 
of the end.
Keen insurance men have been se lling 
life  insurance on the lives of these men, 
and on the lives of the various stock­
holders in  proportionate am ounts; the 
corporation pays the prem ium s, or they 
a t least pay an add itiona l am ount o f sal­
a ry  to the president to make up fo r the 
prem ium s. That can be done by verbal 
agreement. Then when the keen man 
dies, the stock th a t he leaves is re tired  
in to  the treasury, o r is d ivided among 
the rem a in ing  stockholders in  p ropo rtion­
ate amounts, and the in te rests  of h is  re la­
tives are paid out by the  li fe  insurance. 
Who is bette r qualified and en titled  to 
hold the life  insurance, o r to hold the 
stock in  escrew up u n t il the tim e of 
death, than the bank or tru s t company 
tha t has carried th a t concern, th a t has 
been its  c red it strongho ld a ll du rin g  the 
life  of the enterprise itse lf?  I f  th a t same 
tru s t company has had the li fe  insurance, 
and is the trustee in  th a t s itua tion , then 
the cred itors are not going to  w o rry  
about the fu tu re  of th e ir  accounts or 
about the s ta b ility  o f the concern. Even 
again, an  add itiona l am ount of life  in ­
surance can be sold to  th a t firm  over and 
above the am ount I  mentioned, as a 
bonus, say ten thousand dolla rs or so, 
to be used by the tru s t company, to a t­
tra c t some in d iv id u a l to  come there and 
take over the concern.
Now, I  have ju s t ram bled along. I  
have not tr ie d  to  make a speech. I  on ly 
wanted to te ll you about tru s t companies. 
I  wanted to  te ll you how they operate, 
and how we bu ild  “ p in k  b r ic k ”  bu ild ings.
I  w ould lik e  to  have you drop down, 
s ing ly  or in  a group, th is  en tire  group, 
i f  you can come and go th rough  the b u ild ­
ing. You w i l l  find th a t a num ber of the 
tim e-saving devices w h ich  have been in ­
troduced in  the hand ling  of a tru s t busi­
ness are ve ry  s im ila r  to  those th a t are 
in troduced in  a m anufactu ring  concern. 
The en tire  th in g  is rom antic  in  the sense 
tha t i t  contains so much of human and 
civ ic  in te rest. T ru s t companies are cer­
ta in  to  grow  and are certa in  to  continue 
to  develop the resources of the com­
m u n ity  in  w h ich  they exist.
I f  there is an y th in g  th a t I  could do 
personally a t any tim e, a t an in te rv ie w  
w ith  you a t any tim e, I  would be de­
ligh ted to see you.
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Differential Costs
D ifferential Costs Defined
T HE classes of Cost are so numerous and the po in ts of v iew  so varied, th a t a discussion of any cost 
concept requires a care fu l understand ing 
o f term s. A  very keen analysis of d iffe r­
e n tia l costs has been made by J. M aurice 
C la rk ,1 and i t  has been la rge ly  respon­
sible fo r  the cu rren t emphasis on the 
subject. Professor C la rk  presents as an 
illu s tra t io n  of a d iffe re n tia l cost, those 
c osts incu rred  as a resu lt of a decision 
to increase output, w h ich  need not have 
been incurred  i f  the decision had not 
been made.2 I t  m ig h t be in fe rred  from  
th is  illu s tra t io n  th a t d iffe re n tia l costs 
should be defined as added costs involved 
in  any specific increm ent of output, bu t 
such a de fin ition  fa ils  to  present the true  
breadth of the d iffe re n tia l idea .3 A  more 
comprehensive de fin ition  is needed w h ich  
w ill include any business decision and 
not m ere ly a decision to  increase out­
put. Such a de fin ition  m ig h t be: D iffe r­
en tia l costs are the costs w h ich  m ust be 
incurred  as a resu lt of a business de­
cision and w h ich  need not be incurred  i f  
tha t decision is not made.
A lthough Professor C la rk  does not fo r ­
m a lly  define d iffe re n tia l costs, i t  is  very  
apparent tha t he conceived o f a w ide 
va rie ty  of business decisions. In  an i l ­
lu s tra tive  problem  he analyzes d iffe r­
en tia l costs involved in  decisions to  bu ild  
o r not to  bu ild , to bu ild  to a given size, to 
change methods of production, to increase 
output, to  shut down, to  m anufacture a 
side line, and f in a lly  to  abandon a p la n t.4 
M any other decisions m ig h t be added to 
the lis t, fo r  example, the decisions as to 
prices, advertis ing , purchasing, se lling  
methods, collection methods, labor p o li­
cies and wage systems. I t  m ust be ad­
m itted  th a t a ll these business decisions 
invo lve  volume of business, bu t never­
theless they are in fin ite  in  num ber and 
m ust not be restric ted  to  the p a rticu la r 
problem  of d iffe re n tia l cost of increm ents 
of ou tpu t.5
D ifferential Costs as A lternative Costs
H a v ing  re lated d iffe re n tia l costs to  the 
increases or decreases of cost a ris ing  out
1 J .  M a u r ic e  C la rk , E c o n o m ic s  o f  O v e rh e a d  
C o sts , U n iv e r s i ty  o f  C h ic a g o  P r ess . 1923.
2 Ib id  ( 1 ) ,  p a g e  49.
3  T . H . S a n d e rs ,  T h e  U se s  o f  D if f e re n t ia l
C o sts , T h e  A c c o u n tin g  R ev ie w , A p ril,  1929,
p . 9. “ T h e  te rm  d i f f e r e n t ia l  c o s ts  is  u sed
b y  P r o f e s s o r  C la rk  to  in d ic a te  th o s e  spec ific  
in c re m e n ts  o f e x p e n s e  w h ic h  w ill a c c o m p a n y  
a n y  sp ec ific  in c re m e n t  in  o u tp u t .”
4  Ib id  ( 1 ) ,  C h a p te r  IX .
5  C. R u fu s  R o re m  ta k e s  a  s im i la r  p o in t  o f
v ie w  in  h is  a r t i c le  o n  d i f f e r e n t ia l  c o s ts . A c ­
c o u n t in g  R ev iew , D ec., 1928.
By T. W . L E LAND, C. P . A.
Subm itted as a Sem inar Paper, Eco­
nomics Seminar, U n iv e rs ity  of Penn­
sylvania, 1928-1929.
of any business decision, i t  is evident 
th a t the concept is one of a lte rna tive  or 
oppo rtun ity  costs ra the r than one of ab­
solute costs a lthough of necessity i t  in ­
volves absolute costs.
Absolute costs from  an accounting 
v iew po in t would include the paym ent or 
charges fo r  m ateria l, fo r  labor and fo r 
borrowed capita l. They also include de­
p recia tion  or depletion in  asset values. 
The accountant has classified these ele­
ments of absolute cost as: d irec t labor, 
d irect m ateria l, fac to ry  overhead, ad­
m in is tra tive  and se lling  expenses, and 
financia l o r non-operating charges.
The economists, on the other hand, have 
sought to  get behind these money costs. 
M arshall has traced them  back to  the 
effort and w a itin g  required fo r the pro­
duction of a com m odity .6 However, other 
economists refuse to accept th is  disu­
t i l i t y  concept and have explained these 
costs as scarc ity  payments necessary to  
overcome the resistances to production .7 
A very good analysis of the scarc ity  fac­
tors or resistances, classifies them  as pay­
ments fo r  effort, payments fo r  a b ility , 
payments fo r  saving or w a iting , pay­
ments fo r r is k  bearing, payments fo r  land 
space, payments fo r  na tu ra l m ateria ls, 
and payments fo r  production goods fixed 
in  supply .8 These scarcity theories of 
costs have in  one sense transfe rred  the 
elements of cost fro m  absolute costs in to  
re la tive  or oppo rtun ity  costs.9 The pay­
ments are no longer independent of com­
pe ting demand. Prices received in  a lte r­
na tive  uses affect the costs of labor, capi­
ta l, and even of land, fo r  in  th is  new 
theory ren t is a cost.
However the a lte rna tive  nature  exists 
only from  a social po in t of view. To a 
given business, op po rtu n ity  costs o f the 
economist may be absolute in  the sense 
tha t they are necessary to  the operation 
of the business and the m aintenance of 
the capita l. They become re la tive  on ly 
when the given business makes a de­
cision as to  its  own opportunities. The 
h igher costs of e ithe r resu lt of the de-
6 A lf r e d  M a rs h a l l ,  P r in c ip le s  o f  E c o n o m ic s , 
M a c M illa n  Co., 1925, p . 339.
7 G u s ta v e  C asse l, T h e o ry  o f  S o c ia l E c o n o ­
m y , C h a p t .  I I I .
8 R . T . B y e , N a tu r e  a n d  F u n d a m e n ta l  E l e ­
m e n ts  o f  C o sts .
9 H . J .  D a v e n p o r t ,  E c o n o m ie s  o f  E n te r p r is e ,  
C h ap . 6-8.
cision constitu te  the d iffe re n tia l costs o f 
th a t decision.
N a tu ra lly  there  is  a close re la tionsh ip  
between absolute and a lte rna tive  costs. 
The absolute costs of producing 100,000 
un its  o f product and the absolute costs 
o f producing 250,000 un its  o f product, in ­
volve a difference in  costs w h ich  is a 
d iffe re n tia l cost. However, the statement 
th a t d iffe re n tia l costs are on ly the  excess 
of a set of absolute cost involved in  one 
po licy  of a given firm  and those of an­
other po licy  of th a t same firm , needs 
some qua lifica tion  because in te rest on 
owned cap ita l and in  exceptional cases 
wages o f management, a lthough true  
costs elements are no t always considered 
as absolute costs found in  cost accounting 
systems. Such item s m ust be considered, 
however, in  any cost comparisons and in  
cost d iffe rentia ls . The necessity of in ­
c lud ing  in te rest on investm ent in  cost 
comparisons is rea d ily  adm itted by the 
au tho rities  who tre a t the item  as a p ro fit 
ra the r than  a cost in  the  records of any 
one concern. I t  is  there fore fu t ile  to  dis­
cuss the subject fu r th e r  a t th is  tim e.
Comparison of the costs of tw o busi­
ness policies requires a very care fu l esti­
m ation of the  costs of the  tw o  policies. 
The item s to  be included and th e ir  
amounts w i l l  va ry  w ith  the tw o  policies 
under consideration. However, i t  is  the 
difference and no t the  absolute amounts 
w h ich  is the im p o rtan t resu lt desired, 
and a d irec t ca lcu la tion  m ay b e made 
of the  v a r ia tio n  in  item s and amounts. 
T h is  d irec t method especially requires 
carefu l ana lys is . Specific i l lu s t ra t io n s  of 
the procedure w i l l  be presented in  the  
subsequent discussion.
D ifferential Costs Com pared w ith  D irect 
and  Ind irec t Costs
D iffe re n tia l costs are related to o ther 
classifications of costs, and a discussion 
o f these re la tionsh ips is  h e lp fu l to  an 
understand ing of th e ir  na ture  and sig­
nificance. One of the most im p o rtan t 
classifications to  the  accountant is  th a t 
o f d irec t and in d ire c t costs. T h is  classi­
fica tion  has been frequen tly  confined to  
m anu fac tu ring  costs, bu t the more recent 
books on cost accounting are us ing i t  
w ith  se lling  costs as w e ll.10 The d is tinc ­
t io n  is im p o rtan t to both d iv is ions and 
ought no t to  be confined to  m anufactu r­
ing. In  m anu fac tu ring  the d irec t costs 
fo r  m a te ria l and labor are charged d i­
re c tly  to  the product when such tre a t­
m ent is possible w ith in  reasonable lim its . 
The cost fo r  other m ateria l, o ther labor, 
and other m anu fac tu ring  expenses such
10 F o r  e x am p le — L a w re n c e , W . B ., C o s t A c ­
c o u n tin g , P r e n t i c e -H a l l ,  1925, C h ap . 16.
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as insurance, taxes, repairs, depreciation, 
etc., are called in d ire c t costs and they 
are prorated to  un its  of product in  v a r i­
ous ways more or less inaccurate as com­
pared to  d irec t charg ing of items. These 
in d ire c t costs of m anufac tu ring  are com­
m on ly  know n as overhead costs. They 
are more accurate ly called fac to ry  over­
head, because se lling  and a d m in is tra tive  
costs are frequen tly  called general over­
head. T h is  general overh ead has char­
acte ris tics su ffic ien tly  s im ila r  to  w a rra n t 
the  term .
Overhead costs have a second im p o r­
ta n t cha racteris tic  besides th a t of impos­
s ib il i ty  or inexpediency of cha rg ing d i­
rect to  un its  of product. Composed as 
they are, of fixed charges, p lan t, m achine 
and equipm ent costs, they are less elastic 
than  output. As a resu lt, increasing 
ou tpu t tends frequen tly  towards lower 
u n it costs. G ran ting  conditions of id le  
capacity and the increasing subs titu tion  
of m ach inery fo r  hand labor, the possi­
b i l i t y  of lowered u n it  costs is assured 
th rough  increase in  output. T h is  tend­
ency is not on ly true  fo r  lower u n it  costs 
in  m anufacturing , i t  is  also true  fo r  
se lling  and a d m in is tra tive  costs, since 
these general overhead item s are more 
ine lastic  than output. H a v ing  considered 
the na ture of overhead or in d ire c t costs 
w ha t is th e ir  significance to  the problem 
o f d iffe re n tia l costs?
They are s ign ifican t because overhead 
costs in  general are not d iffe ren tia l. 
T h e ir  in e la s tic ity  as compared w ith  out­
pu t makes them  residual, th a t is no t as­
signable by the d iffe re n tia l method in  
sho rt ru n  policies.
D iffe re n t ia l Costs o f Specific Decisions
T h is  d iffe re n tia l analysis of a decision 
in v o lv in g  overhead costs is re lated to, 
bu t no t iden tica l w ith , the u n it cost 
analysis so frequen tly  made by econo­
m ists and accountants by w h ich  average 
u n it costs are frequen tly  shown to be 
lowered th rough  increased ou tput i f  over­
head item s are s ign ifican t in  amount. Con­
s idering  a decision whether to  make 100,-
000 un its  of product or 150,000 un its, 
Schedule A  presents assumed absolute 
costs and the d iffe re n tia l u n it  costs in ­
volved in  a m anu fac tu ring  decision as 
to  output.
I t  is rea d ily  seen fro m  the illu s tra t io n  
th a t the d iffe re n tia l u n it  costs are m uch 
low er than  average u n it  costs under the 
conditions assumed. The s ign ifican t fac t 
fo r  the present discussion is th a t the 
nature  o f overhead costs makes them  of 
even greater im portance in  d iffe re n tia l 
costs as compared w ith  average costs. 
C la rk ’s emphasis on d iffe re n tia l costs in  a 
book on overhead costs is w e ll ju s tified  
fo r  th is  reason.
Two qualifications need to  be presented 
w ith  reference to  the il lu s tra t io n  and
the conclusion involved. F irs t  of a ll d i­
rect costs of m a te ria l and labor are not 
always variab le  in  d irec t p ropo rtion  to 
output. Economics in  buying, increased 
specialization, sub s titu tion  of m ach inery 
fo r d irec t labor, may cause them  to va ry  
much less tha n  ou tput and thereby re­
duce the d iffe re n tia l u n it  costs. Or on 
the con tra ry , the d irec t costs of m ate ria l 
and labor may va ry  more than  in  propor­
t io n  to  increased output. I t  may be neces­
sary to  w o rk  the present laborers over­
tim e  at overtim e rates, i t  may be neces­
sary to  take on less efficient men, acci­
dents and spoilage may increase. There­
fore the d iffe re n tia l analysis requires a 
care fu l study of these item s. In  regard 
to  overhead costs, the illu s tra t io n  as­
sumes a s lig h t increase of 5 per cent as a 
resu lt of a 50 per cent increase in  output. 
The 5 per cent increase was assumed 
m erely to show the po ss ib ility  of increas­
in g  overhead costs. In  fac t these costs 
contain char ges fo r in d ire c t m a te ria l and 
in d ire c t labor w h ich  m ay va ry  alm ost in  
d irec t p ropo rtion  to  output. Item s such 
as superintendence, storage costs, and 
repa ir charges m ay be la rge r in  to ta l 
am ount a lthough low er per u n it. Even 
depreciation m ay be increased th rough 
greater use of the old m ach inery to  say 
no th ing  of the necessity of in s ta llin g  new 
equipm ent w ith  the  a ttend ing  increase in  
costs. G eneralization as to  the inc lus ion  
of e ithe r d irec t o r in d ire c t costs in  d if ­
fe ren tia ls  is more or less inaccurate. 
There is need fo r a ca re fu l exam ination 
of the increases or decreases on each 
item  of each group i f  exactness is neces­
sary in  im p o rtan t business decisions.
I t  is apparent from  the il lu s tra t io n  th a t 
the im p o rtan t problem  involved in  d iffe r­
en tia l costs is w hether or no t the  busi­
ness decision should be based on aver­
age or d iffe re n tia l costs. Before discus­
sing th is  question i t  is probably desirable 
to see how d iffe re n tia l costs are obtained 
in  business decisions other than th a t of 
increasing ou tput o f a go ing concern. 
Added illu s tra tio n s  of d iffe ren tia ls  w i l l  
a id  in  understand ing th e ir  significance.
The case of a decision to  bu ild  is one 
in  w h ich  a ll the fu tu re  costs are d iffe r­
en tia l. I t  is  a long ru n  n o t a short ru n  
decision and in  the long ru n  a ll costs, 
overhead as w e ll as d irec t costs, are d if­
fe ren tia l. The average estimated cost of 
the estimated average output, be i t  60 
per cent, 80 per cent, o r 100 per cent o f ca­
pac ity  w i l l  be d iffe re n tia l u n it costs. N a t­
u ra lly  i t  w i l l  va ry  w ith  d iffe ren t esti­
mated capacities, bu t fo r  a b u ild in g  o f a 
ce rta in  size, the decision w i l l  make a ll 
costs d iffe ren tia l. Even in te rest on owned 
cap ita l— the income fro m  an a lte rna tive  
investm ent— becomes a d iffe re n tia l cost. 
T h is  decision to  bu ild  also involves a de­
cision as to size o f p lan t. G iven two 
a lte rna tive  p lants of d iffe ren t size, i t  is 
possible to  calculate average costs of the
estim ated capacity fo r  each of the p lants 
under consideration. The difference in  
average costs of the tw o  plants a t the 
estimated average ou tpu t is the d iffe r­
en tia l cost of the increased ou tput of the 
la rge r p lan t.
In  some ways these problems are re­
la ted to th a t of added ou tput of a given 
p lan t a lready m anufacturing . P la n t ca­
pac ity  unless m ain ta ined and replaced is 
lost over a period of tim e. In  the long 
run  then the un its  o f added ou tput m ust 
have a d iffe re n tia l u n it  cost equal to 
average u n it  cost, a lthough in  the short 
ru n  the d iffe re n tia l u n it  costs may be be­
low  or above average u n it costs. The 
va ry in g  tim e  element o f d iffe rent decis­
ions is a most im p o rta n t cause of va ria ­
tio n  in  d iffe re n tia l cost.
To discuss d iffe re n tia l costs fo r  every 
type of a business decision w ould be an 
endless task. I t  w ould invo lve  decisions 
as to  discounts on q u a n tity  orders, sales 
of products to fo re ign  m arkets a t a price 
under domestic prices, acceptance of off- 
peak or off-season business a t special 
prices, sales of a leader below cost, dis­
posal of excessive inven to ries or obsolete 
stock, ra is ing  of funds fo r financia l s tr in ­
gencies, m anufacture of side lines, sales 
around p rim e cost in  tim es of depression, 
size of adve rtis ing  appropria tions, etc. 
The d iffe re n tia l analysis of each decision 
involves va ry in g  item s according to  the 
a lte rna tives of the decision.
D iffe re n tia l costs ju s t as any other 
costs have th e ir  greatest significance in  
re la tionsh ip  to  values. The economist 
views costs as determ inants of norm al 
values. The accountant views them  as 
a measure of and a guide to  profits. The 
tw o  v ie w p o in ts  are n o t c o n tra d ic to ry , bu t 
supplem entary. The accountant deals 
w ith  costs of an in d iv id u a l enterprise 
whose costs are re la tive ly  ins ign ifican t 
to the de te rm ina tion  of values even 
though they do constitu te  a p a rt of the 
supply cost. Consequently costs must 
genera lly be adjusted to values, ou tput 
m ust generally depend on values offered 
in  the m arket, and a p ro fit or loss m arg in  
resu lts fo r  the in d iv id u a l producer. Yet 
th is  supply is a p a rt of, and affects to ta l 
supply. I t  is  the m arg ina l cost of th is  
to ta l supply w h ich  economic theory em­
phasizes. W hat is the significance of 
d iffe re n tia l costs to  these tw o viewpoints? 
C la rk  feels th a t there is a p o ss ib ility  of 
the whole body of economic though t be­
com ing in te g ra lly  b u ilt  upon th is  d iffe r­
e n tia l idea as a p a rt of its  founda tion .11 
As to  cost accounting he feels th a t cost 
accounts w ould be revo lu tion ized i f  th is  
p rinc ip le  of d iffe re n tia l costs were ac­
cepted at face va lue .12
11 Ib id  ( 1 ) ,  P r e f a c e  IX . C la r k  s p e a k s  o f  
o v e rh e a d  c o s ts  a n d  n o t  d if f e r e n t ia l  c o s ts  in  
th e  re fe re n c e  c ite d  b u t  th e  d if f e r e n t ia l  a s p e c t  
is  th e  im p o r ta n t  o n e  o f  o v e rh e a d  c o s ts . p . 68.
12 Ib id  ( 1 ) ,  p . 68.
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D ifferential Costs as Recognized in  
Econom ic Theory
One m ig h t in fe r  fro m  these statements 
tha t the d iffe re n tia l idea is  no t recog­
nized in  economics or accounting. Is i t  
recognized and to  w hat extent?
C lark  quotes M ill,  Torrens, Senior and 
M arx  in  th e ir  recogn ition  of overhead 
costs, bu t he believes th a t these men 
fa ile d  to  observe the  most im p o rta n t 
characteristics o f overhead costs.13 T u rn ­
in g  to  A lfre d  M arsha ll i t  is  s u rp ris in g  
how m uch of a d iffe re n tia l concept may 
be found in  h is  w r it in g s .14 In  discussing 
prim e and supplem entary costs, he clear­
ly  has in  m ind a content fo r  each, va ry ­
in g  according to the business decision. 
H is  concept of p rim e cost is one of a 
d iffe re n tia l ra th e r than  one of d irec t o r 
in d ire c t charging. He includes salaries 
o f the upper employees as supplem entary 
costs since they cannot be adapted qu ick­
ly  to  changes in  the w o rk  to  be done. 
P rim e  costs are described as “ the special 
cost w h ich  a m anufacture r has in  m ind 
when h is  works are no t fu l ly  employed 15 
and he is ca lcu la ting  the lowest price at 
w h ich  i t  w i l l  be w o rth  h is  w h ile  to  ac­
cept an order, irrespective of any effect 
th a t h is action m ay have in  spo iling  the 
m arke t fo r fu tu re  orders, and trade being 
slack a t the tim e.”
The spo iling  of the m arke t is re a lly  a 
d iffe re n tia l cost and inasm uch as i t  is  
no t included in  M arsha ll’s p rim e cost, 
p rim e cost is no t the complete d iffe re n tia l 
cost. However, M arsha ll’s analysis is 
d iffe ren tia l, since he ins is ts  upon the 
necessity of considering the danger of 
spo iling  the m arket. F urthe rm ore  the 
purpose of c lass ify ing  costs as prim e or 
supplem entary is to  show th a t in  condi­
tions o f slack w ork, i t  w ould be w o rth  
w h ile  to  produce fo r a tim e fo r  any price 
th a t covered the p rim e costs. The short 
run  supply price under such conditions 
is prim e cost plus the costs invo lved in  
spo iling  the m arke t. In  general the sup­
p ly  price rough ly  measures the d iffe r­
en tia l cost of a decision to  produce a 
given num ber of un its  where there is id le  
capacity.
M arsha ll also c learly  shows th a t when 
the investm ent of cap ita l is being con­
sidered, the business man expects to  be 
able under norm al conditions to charge 
a  p rice  fo r each product, w h ich  w i l l  not 
on ly  cover p rim e cost, bu t w h ich  w i l l  also 
bear a proper propo rtion  of supplemen­
ta ry  costs.16 Here again the analysis is 
consistent w ith  the d iffe re n tia l concept, 
the  decision being long run , b rings about
13 Ib id  ( 1 ) ,  p. 7.
14 A lf r e d  M a rs h a l l ,  P r in c ip le s  o f  E c o n o m ic s , 
B o o k  V ., C h ap . IV ., p. 360.
15 “ N o t  f u l ly  e m p lo y e d ” a s  a  c o n d i t io n  c o m ­
p a r e s  w i th  t h a t  o f  “ id le  c a p a c i ty ” in  C la rk ’s 
a n a ly s is .
16 Ib id  (1 4 ) ,  p . 359.
a conversion o f the  supplem entary or 
overhead costs in to  d iffe rentia ls .
M ay i t  no t be said in  v iew  of th is  
analysis, th a t the  d iffe re n tia l concept has 
been fo r  some tim e  an in te g ra l p a rt of 
economic theory? In  fact not on ly has 
i t  been used in  the  above analysis, but 
also in  the  special cases of jo in t  costs, 
class price, dum ping, etc. However, i t  is  
no t im p lie d  in  these statements th a t 
C la rk ’s concept and tha t o f M arsha ll’s 
are iden tica l. The differences w i l l  be 
presented la te r. The statements are 
made o n ly  to  show th a t economics has 
already used the d iffe re n tia l p rinc ip le  in  
value theory.
D ifferential Costs as Recognized in  
Accounting
Accountants have also recognized d if­
fe re n tia l costs. The use of norm al bur- 
den rates is a p a rtia l recogn ition  of the 
d iffe re n tia l p rinc ip le . I f  overhead costs 
are e n tire ly  d is tribu ted  to  ou tput in  each 
and every year, h igh  average costs w i l l  
be obtained in  periods of depression when 
prices are low, thus m aking  i t  appear 
tha t the business o f th is  period involves 
a loss. F urthe rm ore  low  average costs 
w i l l  be obtained in  periods of prosperity, 
when prices are high, thus m aking i t  ap­
pear th a t th is  business was exceptionally 
profitable. As a consequence of th is  op­
posing movement of price and costs, nor­
m al burden rates have been adopted as a 
means of cha rg ing to  production  in  tim e 
of p rospe rity  an am ount of overhead 
w hich is la rge r than the actual overhead 
o f th a t period, and also cha rg ing  to  the 
curta iled  ou tput in  periods of depression 
an am ount o f overhead less than  the 
actual overhead of such periods. In  
effect i t  recognizes th a t the id le  capacity 
w ith  its  a ttendant costs exists fo r  the 
peak loads o f business and is there fore a 
d iffe re n tia l cost of th a t increase. Use 
of the norm al burden rate d is tribu tes 
actual burden to  production on ly  when 
the ou tput is norm al. There are d iffe r­
ences of op in ion as to  the  m eans o f  a r­
r iv in g  a t a norm al output. To some i t  
represents the most economical ru n n in g  
capacity, to  others i t  represents a volume 
of business w h ich  is an average of w hat 
may be expected in  both good and bad 
years. I t  is  com m only re ferred to  as a 
percentage of “ capacity.”  The per­
centages most frequen tly  range from  80 
per cent to  85 per cent.
Schedule B illu s tra te s  how norm al bu r­
den rates affect u n it  costs a t va ry in g  out­
puts. A  norm al ou tput of 125,000 un its  
is assumed to  be producible w ith  a nor­
m al ou tlay  o f $207,500 fo r burden costs. 
T h is  burden is 83 per cent of the norm al 
d irec t labor charge w h ich  m ay be used 
as a basis fo r  the  burden d is tr ibu tion . 
The actua l cost data is assumed to  be 
th a t shown in  Schedule A  fo r the same 
volume o f production. W ith  a production
of 125,000 un its, norm al burden charged 
to  cost w i l l  be id en tica l w ith  actual bu r­
den and the norm al u n it  costs w i l l  be 
id en tica l w ith  the  fo rm er absolute costs. 
Schedule C shows th a t in  years o f sub­
norm al p roduction  less than actual bu r­
den is absorbed and in  years of greater 
production m ore than  actual burden is 
charged to  production. The effect on 
u n it  costs may be seen by com paring the 
un it cost of Schedule B w ith  the absolute 
u n it costs o f Schedule A. N orm al cost 
is  less than  the absolute cost a t a produc­
tion  o f 100,000 un its  ($4.62 as compared 
w ith  $5.00) and i t  is greater than  abso­
lu te costs a t a production of 150,000 un its  
($4.62 as compared w ith  $4.40). How­
ever the costs are seen to  be above d iffe r­
en tia l u n it costs w h ich  range fro m  $3.00 
to $3.20, according to the un its  involved.
Not a ll cost systems use the norm al 
burden rate, bu t i t  is probably a fa ir  
statem ent to  say th a t such rates are gen­
e ra lly  recognized as superior to  actual 
burden rates .17 A  recognized a u th o rity  
in  the fie ld of cost accounting says, “ I  
was assuming th a t the whole cost ac­
counting  w o rld  had p re tty  commonly 
come to  the idea th a t we should use some 
k in d  of norm al burden.”  18 The v a ria tio n  
in  methods of use and in  the methods of 
hand ling  the over or under absorbed bu r­
den does not affect the c la im  th a t they 
constitu te  a recogn ition  of d iffe ren tia l 
costs as an in te g ra l pa rt of cost systems. 
They are d iffe re n tia l to  the range of out­
pu t between abnorm al and norm al vo l­
ume. I t  is  tru e  th a t a long ru n  ra the r 
than a short ru n  d iffe re n tia l is involved 
but nevertheless i t  is a d iffe re n tia l cost.
A  fu r th e r  step has been advised w h ich  
constitutes a refinem ent of the norm al 
burden ra te  and even a closer accord w ith  
the concept of long ru n  d iffe re n tia l cost. 
I t  consists in  a d iv is io n  of the overhead 
in to  tw o d iv is ions, va riab le  and fixed, and 
the use o f tw o burden rates, one fo r v a r i­
able burden and one fo r  fixed expenses. 
Of course the content of the two div is ions 
and the resu ltin g  rates w i l l  va ry  accord­
in g  to the degree of idleness or the de­
gree o f a c t iv ity  w h ich  set the lim its  of 
probable a c t iv ity  over a period of years. 
Some item s can be classified as variab le 
and some as fixed. Those p a rtly  variab le  
and p a rtly  fixed m ust be d iv ided according 
to the degree o f variableness or f ix ity . 
H a v ing  made such a classification, th e  
variab le item s are prorated over the 
actual production  of the cost period and 
the fixed item s are charged to  ou tput a t a 
standard burden rate, based upon nor-
17 C. S. Scovil], N a t io n a l  A s s o c ia tio n  o f  C o s t 
A c c o u n ta n ts ,  1926 Y e a r  B ook.
18 F o r  a  c o n t r a r y  o p in io n  s e e  B lis s , J. H., 
M a n a g e m e n t  T h ro u g h  A c co u n ts , R o n a ld  P r e s s .  
H e  b e lie v e s  t h a t  b u s in e s s  o n  n o rm a l  o r  th e ­
o r e t ic a l  c o s ts  e v a d e s  th e  is su e , d e la y s  th e  
o p e ra t io n  o f  n o rm a l  fo rce s , a n d  is  a  d a n ­
g e ro u s  p o licy .
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m al ou tpu t.19 A  somewhat s im ila r  sys­
tem  has been used in  w h ich  a cost of 
idleness is obtained. T h is  cost is not 
charged to  actual ou tput in  d u ll periods .20
A  comparison of absolute costs, short 
ru n  d iffe re n tia l costs, and long ru n  d i f ­
fe re n tia l costs is in te resting . Schedule D 
shows these comparisons. The re la tive  
significance of the norm al cost and d iffe r­
en tia l cost w i l l  be considered la te r, they 
are presented at th is  tim e  solely fo r  com­
parison of the methods of ca lcula tion. 
N orm al costs are obtained by d is tr ib u tin g  
norm al burden over actual output. D if ­
fe re n tia l costs are obtained by d is tr ib u t­
in g  on ly the increased burden to the in ­
creased output. The fo rm er is a long 
ru n  d iffe ren tia l, the la tte r  a short ru n  
d iffe ren tia l.
However, accountants have fu r th e r  
use fo r  d iffe re n tia l costs. In  a m eeting 
of cost accountants in  1921, the statement 
was made th a t whenever you exchange 
com m odities or services and as a resu lt 
have more assets than you w ould have 
had i f  the exchange had not been made, 
you have realized a p ro fit. T h is  is no t a 
problem  in  accounting bu t business.21 
Accountants w i l l  rea d ily  adm it the im ­
portance of d iffe re n tia l costs as a busi­
ness problem  and w i l l  even contend tha t 
i t  is  an accounting problem. There is jus­
tif ic a tio n  fo r  believing, however, th a t i t  
cannot be given exp lic it recogn ition  in  
double en try  accounts, inasm uch as the 
data does not lend its e lf to  the technique 
of double en try  classification .22
Since the business decisions m ay be 
in fin ite  in  number, a cost system ought 
to  be ra the r closely confined to  h is to rica l 
costs. F u rth e r recogn ition of d iffe ren tia ls  
other than  the use of norm al burden 
rates should be le ft to  cost analyses 
ra the r than  incorporated in  the o rig in a l 
records. In  the simple illu s tra t io n  pre­
sented in  Schedule A, i t  m ig h t be asked 
w hat d iffe ren tia ls  should be chosen fo r  
the records, those involved on produc­
tio n  of 0 to  100,000 un its, 0 to  150,000 
units, 100,000 to  150,000 un its, o r 100,000 
to 125,000 units? Or should the incre­
ments be made s t i l l  sm aller and the num ­
ber of poss ib ilities  s t i l l  la rger? Even 
g ra n tin g  a selection of the decision to  be 
recorded, the records could not incorpo­
ra te  the m any in tang ib les of the decision 
w h ich  rea lly  are d iffe re n tia l costs in  the 
broad sense. C learly analyses ra the r 
than  double en try  record are the proper 
tool fo r  hand ling  d iffe re n tia l costs. Cost
19 J. L . D o h r, C o s t A c c o u n tin g , R o n a ld  P re s s ,  
1924, p . 407. T h e re  is  a  $5,000 d is c r e p a n c y  
in  th e  o v e r  a n d  u n d e r  a b s o rb e d  b u rd e n  o f 
S c h e d u le  C , d u e  to  f a i lu r e  to  u s e  th i s  r e ­
fin e m e n t.
20 M r. A llen  o f  M ille r  L o c k  Co., P h i la .  
N . A. C. A . Y e a rb o o k , 1926, p. 240.
21C. B . W ill ia m s , N . A. C. A. Y e a rb o o k , 
1921, p. 201.
22 C. R u fu s  R o re m , A c co u n tin g  R ev iew , 
1928, pp . 335, 339.
systems and h is to rica l costs m ust fu rn is h  
the basic data fo r  estimates of fu tu re  
costs, and fo r d iffe re n tia l analyses. C la rk  
is nevertheless r ig h t in  contending th a t 
accountants have too frequen tly  been con­
ten t to  stop w ith  the f i r s t  step. They 
have overemphasized averages and neg­
lected d iffe re n tia ls  in  th e ir  analyses. Too 
frequen tly  cost data has been so recorded 
as not to  pe rm it v ita l d iffe re n tia l com­
parisons. C la rk ’s suggestions as to  d if ­
fe ren tia ls  ought to  be ca re fu lly  considered 
by a ll cost accountants.
The C o n tr ib u tio n  in  C la rk ’s D evelop­
m en t o f D iffe re n tia l Costs
Thus fa r  an attem pt has been made to 
define d iffe re n tia l costs and to  show the 
extent to  w h ich  they have been employed. 
I t  has been shown th a t d iffe re n tia l con­
cepts invo lve  both long ru n  and short 
ru n  polic ies; th a t economic theory  has 
recognized both the long ru n  and the 
short ru n  s itu a tio n ; th a t cost accounting , 
a lthough basing its  records on absolute 
costs, makes some use of the long run  
d iffe re n tia l p rinc ip le  in  cost records and 
extensive use of both types of d iffe ren­
t ia ls  in  cost analyses. W hat extensions 
in  the use of d iffe rentia ls , and w hat 
m odifications are to  be found in  C la rk ’s 
analysis of the problem?
Fundam enta lly  C la rk  proposes to  apply 
the d iffe re n tia l p rinc ip le  to  added incre- 
ments of output, whereas economic and 
accounting trea tm ent assumes th a t i t  can­
not be generally applied to  increm ents 
in  ou tput bu t used solely fo r  d iffe re n tia l 
decisions in vo lv in g  the en tire  product. 
T h is  contrast may be shown by using 
the data in  Schedule D. C la rk  believes 
th a t producers can and do base th e ir  
sales policies on the costs of added un its  
o f ou tput ra the r than on average costs 
of the en tire  production. I f  fo r  example
100,000 un its  are being sold at $5.00, he 
assumes th a t i t  is qu ite possible to sell 
another 25,000 at som ething over the d if ­
fe re n tia l cost of production  w h ich  is 
$3.30, and s t i l l  another 25,000 un its  fo r  
som ething more than $3.10. The econo­
m ists in  th e ir  analyses have assumed tha t 
the long run  price fo r  the en tire  product 
w i l l  be somewhat above average costs of 
$4.40. Obviously i t  is  pro fitab le to  the 
producer to make such sales provided 
on ly th a t each successive sale does not 
in te rfe re  w ith  the p r io r  sales at the 
h igher prices. I f  there is such an in te r­
ference, i t  m ig h t be term ed as a fo rm  of 
spo iling  the m arket. I f  customers paying 
the h igher prices were lost, o r insisted 
on the lower price, th a t loss in  re tu rn  on 
such sales becomes a d iffe re n tia l cost 
to  be added to  the d iffe re n tia l costs of 
production w h ich  m ig h t make the d iffe r­
en tia l to ta l exceed the average cost of 
$4.40. In  th is  sense the contrast in  the 
tw o analyses may be described as one of 
de te rm in ing  w hat are the complete d if­
fe ren tia l costs ra th e r than  one of apply­
in g  or not app ly ing  the d iffe re n tia l p r in ­
cip le to  decisions in v o lv in g  increm ents 
of output.
No m atte r w hether th is  la tte r  v iew po in t 
is taken or not, the fu r th e r  analysis of 
the contrast w i l l  no t be altered. The 
difference in  analysis is not one of logic 
bu t one o f un de rly in g  assumptions. These 
assumptions w i l l  next be considered.
C la rk ’s basic assum ption is th a t of id le  
capacity w h ich  is more or less permanent. 
Economic analysis accepts such a con­
d itio n  as tem porary ra the r than perma­
nent and there fore in vo lv in g  short run  
ra the r than  long ru n  analysis. From  
the basic idea of excess of productive ca­
pacity, C la rk  reasons th a t e ithe r cu t­
th roa t com petition or pro tective under­
standing m ust resu lt; th a t d isc rim in a tio n  
w ill become pro fitab le  and na tu ra l. He 
believes th a t even in  a com petitive m ar­
ke t a ll com petitors cannot cut prices at 
the same tim e ; th a t some lead and others 
fo llow . He emphasizes retarded and va ry ­
ing  action by purchasers in  response to 
price cu tting , and a lack of knowledge 
or a lack o f self in te rest as the common­
place condition. Consequently d is c r im i­
na tion  can be practised; the m arke t w i l l  
have tw o or more p rices ; d iffe rentia ls  
may be lim ite d  bu t they are not e lim i­
nated. In  general the price s itua tion  be­
comes re la tiv e ly  indeterm inate .
Contrast these assumptions as to  the 
m arket w ith  those of the neo-classical 
economists. They visualize a perfect m ar­
ket, a body of buyers and sellers, perfect 
knowledge, self-interest, and free compe­
t it io n  among both buyers and sellers. U n­
der such conditions there resu lts a tend­
ency tow ard one price fo r  iden tica l goods 
in  the same m arke t a t the same tim e. 
Im perfections are adm itted, bu t they are 
not made the predom inate th in g  as in  
C la rk ’s analysis. U n ifo rm ity , not va ria ­
tio n , is the  norm al cha racte ris tic  o f 
prices o f iden tica l goods in  the m arket.
S e lling  successive increm ents at th e ir  
d iffe re n tia l cost— o m ittin g  the element 
o f spo iling  the m arke t fro m  consideration 
—involves d isc rim ina tion . I t  is a type of 
d isc rim in a tio n  w h ich  m ay be a rb itra ry  
and w h ich  does not give the purchaser 
a chance to c lass ify  h im self. In  such 
d isc rim in a tio n  i t  is d ifficu lt to  believe 
tha t i t  can long continue under com peti­
tive  conditions. More frequently , as 
C lark very w e ll po in ts out, the d isc rim ­
in a tio n  is covered in  grades, brands, or 
service types in  w h ich  the purchaser may 
classify h im self.
The economists have rea d ily  adm itted 
tha t the actual m arke t has im perfections, 
th a t there is no t perfect knowledge of 
values or perfect operation of self-in­
terest; bu t they look upon va ria tions  
as im perfections and irre g u la ritie s . G rant­
in g  the im perfections, they believe th a t 
the law  of one price is a correct state­
ment o f the m arke t tendency. Conse-
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quently th e ir  p rice analyses are based 
on norm al or average cost. They m ig h t 
accept C la rk ’s analysis fo r  the short run  
s itua tion , bu t they could not accept i t  as 
the long ru n  p rinc ip le  in  v iew  of th e ir  
assumptions.
In  th is  m a tte r of m arke t prices, i t  is 
in te res tin g  to  note w hat the a ttitud e  of 
business is towards se lling  goods below 
norm al costs— norm al costs in c lud in g  d i­
rect labor, d irec t m a te ria l and norm al 
burden. The N a tiona l Association of 
Cost Accountants adopted the fo llow ing  
reso lu tion at its  e igh th  in te rn a tio n a l con­
ference in  1927.23
“ Whereas, as a resu lt of our delibera­
tions we are convinced th a t the practise 
of se lling  a t o r below norm al cost is 
destructive and u n fa ir  except fo r  the pu r­
pose of m oving defective or obsolete 
goods.”
“ Be i t  Resolved, Tha t we deplore th is  
practise and urge every m an engaged in  
business to adhere firm ly  to  a price 
po licy  w h ich  shall y ie ld  a reasonable 
p ro fit over norm al cost . . .”
In  th is  same m eeting the results of a 
questionnaire on price policies were pre­
sented. To the question, “ Do you believe 
th a t the theory of in c u rr in g  losses by 
tak in g  business at or below norm al costs 
w ith  the idea of absorbing overhead is
so u n d ? ” T h e  re p lie s w ere  a s fo llo w s :24
R e tu r n s 696 100%
No r e p ly  ......................... ____ 23 3%
Q u a lifie d  Y es ............... ____ 52 7%
Y es ...................................... ____ 81 12%
Q u a lif ie d  N o  .................. ____ 25 4%
No ................................... ____ 515 74%
The fact th a t such a question was asked 
shows tha t a problem exists in  regard 
to such price cu tting , but inasmuch 
as about 75 per cent oppose such a po licy 
w ith ou t qualification, there seems to be 
some proof th a t the d iffe re n tia l concept 
is not as safe a generalization as th a t of 
norm al cost.
I t  has been shown tha t in  both analyses 
o f the long ru n  s itua tion , a ll costs are 
made d iffe ren tia l and th a t both tre a t­
ments exclude the greater p a rt o f over­
head in  short ru n  d iffe rentia ls. However, 
C lark  has a somewhat stronger be lie f in  
the ad v isa b ility  and common practice of 
cu ttin g  to d iffe ren tia l costs in  times of 
depression. He fu r th e r applies the d if ­
fe re n tia l p rinc ip le  to a ll s itua tions of 
id le  capacity, thus ob ta in ing  low  costs 
fo r  a ll increments of ou tput obtained 
through the employment of th is  id le  ca­
pacity. The most essential element of 
contrast is his assumption of id le  capacity 
as a norm al s itua tion  in  industry . As a 
consequence he places greater emphasis 
on short run  d iffe rentia ls  and price dis­
c rim ina tion .
The assumption o f id le capacity ac­
counts also fo r the d iffe rent views on
23 N. A. C. A. Y e arb o o k , 1927, p. 87.
24 Ib id  ( 23) ,  p.  50.
m arg ina l p ro du c tiv ity . C la rk ’s assump­
tion  of id le  capacity brings a rejection 
of the theory in  the short run  s itua tion  
which is also from  his v iew poin t, the 
norm al s itua tion . Payments to cap ita l 
m ust be taken from  the m arg ina l product 
of labor i f  id le  capacity involves excess 
of fixed capital. In  such a condition 
C lark po in ts out th a t the m arg ina l con­
tr ib u tio n s  of the variab le  factors absorb 
the en tire  product. The m arg ina l pro­
d u c tiv ity  theory assumes a long run  s itua­
tion  in  w h ich  cap ita l is variab le  and 
therefore has a long run  m arg ina l prod­
uct. Business is assumed to employ a ll
factors to  the m arg in  of profitableness 
at w h ich m arg in  there is no id le  capa­
c ity . Thus in  the m atte r of m arg ina l 
p ro du c tiv ity , the difference is also largely 
one of assumption. C lark  assumes a 
short ru n  s itua tion  of id le  capacity as 
norm al, and the economists assume a 
long ru n  s itua tion  of no id le  capacity as 
normal.
There is probably a place fo r theories 
based upon both assumptions. I f  so, 
C lark has made a most valuable supple­
m entary con tribu tion  to economic theory. 
In  m y opin ion d iffe ren tia l costs supple­
ment ra the r than displace ex is ting  eco­
nomic theory.
S C H E D U L E  A  
A b s o lu te  a n d  D if fe r e n tia l  C o sts  o f  M a n u fa c tu r in g  
C O ST S O P  M A N U F A C T U R IN G
T y p e  o f D ire c t D ire c t O v e r­ D ire c t D ire c t O v e r­
C o sts U n i ts  o f O u tp u t M a te r ia l L a b o r h e a d T o ta l  M a te r ia l L a b o r h e a d T o ta l
A bso lu te $50,000 $150,000 $200,000
$100,000 $100,000 $200,000 200,000 500,000 $1.00 $2.00 $2.00 $5.00
125,000 125,000 250,000 207,500 582,500 1.00 2.00 1.62 4.66
150,000 150,000 300,000 210.000 660,000 1.00 2.00 1.40 4.40
D if fe re n tia l 0-100,000 100,000 150,000 50,000 300.000 1.00 1.50 .50 3.00
100,000-125,000 25,000 50,000 7,500 82,500 1.00 2.00 .30 3.30
125,000-150,000 25,000 50,000 2 500 77.500 1.00 2.00 .10 3.10
100,000-150,000 50,000 100,000 10,000 160,000 1.00 2.00 .20 3.20
S C H E D U L E  B  
N o r m a l C o sts  o f  M a n u fa c tu r in g  
C O ST S O F  M A N U F A C T U R IN G
U n its  o f 
O u tp u t 
$125,000 
1 0 0 , 0 0 0  
150.000
M a te r ia l
$125,000
1 0 0 ,0 0 0
150,000
N o rm a l
L a b o r  
$250,000 
200 ,000  
300,000 
B u rd e n  R ate-
N o rm a l 
B u rd e n  
$207,500 
166,000 
249,000 
—83 p e r
T o ta ls  M a te r ia l  
$582,500 $1.00
466,000 1.00
699,000 1.00 
c e n t o f  D ire c t L a b o r
L a b o r
$2 .00
2 .00
2 .00
C ost
B u rd e n  T o ta ls
$1 .66
1.66
1.66
$4.66
4.66
4.66
S C H E D U L E  C
C o m p a riso n  o f  U n d e ra b so rb e d  a n d  
O v era b so rb e d  B u r d e n  
R a t e  83%
A c tu a l  N o rm a l U n d e r-  O ver- 
O u tp u t  B u rd e n  B u rd e n  a b so rb e d  a b so rb e d  
$125,000 $207,500 $207,500
100,000 200,000 166,000 $34,000
150,000 210,000 249,000 $39,000
D if f e r e n tia l
S C H E D U L E  D
A c tu a l  S h o r t  R u n  N o rm a l
O u tp u t  (U n i ts ) C o st D iffe re n tia l C ost*
$00-100,000 $5.00 $3.00 $4.66
100,000-125,000 4.66 3.10 4.66
125,000-150,000 4.40 3.30 4.66
100,000-125,000 4.66 3.20 4.66
*A c tu a l  a n d  n o rm a l  c o s ts  a r e  c a lc u la te d  
fo r  th e  h ig h e r  f ig u re  o f th e  d if f e r e n t ia l  o u tp u t.
STATE OF ILLINOIS DEPARTMENT OF REGIS­
TRATION AND EDUCATION EXAMINATION 
FOR CERTIFICATE AS PUBLIC ACCOUNTANT, 
NOVEMBER, 1928
Note: The fo llow ing  is the firs t set of 
questions used by the I l lin o is  Board of 
Public Accountant Exam iners under the 
1927 law.
ACCOUNTING— P A R T  I
Monday, November 19, 1928 
9.00 A. M. to 5.00 P. M.
The candidate m ust answer a ll the fo l­
low ing  questions:
No. 1 (30 po in ts). The N ationa l Rubber 
Company was organized in  Ju ly , 1927, and 
acquired at a receiver’s sale a ll of the 
assets of the N ationa l T ire  and Rubber 
Company, which had been in  the hands of
a receiver fo r about three and one-half 
years. The consideration approved by the 
court was th a t the Rubber Company 
should assume a ll of the lia b ilit ie s  of the 
receiver and should de live r to h im  fo r 
d is tr ib u tio n  amongst the cred itors of the 
T ire  and Rubber Company the fo llow ing  
described securities:
$500,000 f irs t mortgage 6 per cent 20- 
year gold bonds 
$1,000,000 6 per cent cum ulative pre­
ferred stock 
$500,000 common stock 
cons titu ting  a ll of the securities the new 
company is authorized to issue.
You are retained by the president of the
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new company, M r. H enry  R. Beaufort, to  
open its  accounts and to subm it a report 
on its  financia l cond ition  at the com­
mencement of operations.
You are given access to  a ll the records 
of the receiver and of the old company, 
and are fu rn ished w ith  balance sheets 
prepared th e re fro m , as fo llo w s :
R E C E I V E R ’S B A L A N C E  S H E E T  
A s s e ts
C a s h  in  b a n k s  ...................................... $340,638.97
N o te s  re c e iv a b le  .................................  121,187.59
A c co u n ts  re c e iv a b le  ....................... 645,962.81
In v e n to r ie s — a t  c o s t to  re c e iv e r .  647,193.72 
P r e p a id  e x p e n se s  .................... .. 14,653.60
T o ta l  ........................................... 1 ,769,636.69
L ia b i l i t ie s
A c co u n ts  p a y a b le  ............................ 416,841.35
A c cru ed  lia b il i t ie s  ............................  16,871.47
R e s e rv e  f o r  a d ju s tm e n ts  o n  t i r e
g u a ra n te e s  ......................................  41,642.89
R e c e iv e r ’s  n e t  w o r th  ....................  1 ,294 ,280 .98
T o ta l  ........................................... 1 ,769,636.69
N A T IO N A L  T I R E  A N D  R U B B E R  C O M ­
P A N Y ’S B A L A N C E  S H E E T  
A s s e ts
P r o p e r ty ,  p la n t  a n d  e q u ip m e n t—
a t  c o s t  le s s  d e p r e c i a t i o n ..........  $845,169.82
A sse ts  tu r n e d  o v e r  to  re c e iv e r
on  o rd e r  o f  c o u r t .........................  651,425.90
T o ta l  ........................................  1,496,595.72
L ia b i li t ie s  
C la im s  a p p ro v e d  b y  c o u r t  ( in - 
clu d in g  $1,000,000 o f f ir s t
m o r tg a g e  b o n d s )  ......................... 1,943,651.78
C a p i ta l  s to c k  o u t ­
s ta n d in g  ............... $1,000,000.00
L e s s  —  D e fic it a t  
t im e  o f  r e c e iv e r ­
sh ip  .........................  1 ,447,056.06
R e m a in d e r— D efic ie n cy  to  s to c k ­
h o ld e rs  ................................................ 447,056.06
T o ta l  ........................................... 1 ,496,595.72
Your investiga tion  discloses th a t the 
figures subm itted as to  cash, notes and 
accounts receivable, and prepaid expenses 
represent the actual value of these assets, 
and th a t the receiver’s lia b ilit ie s  are cor­
rec tly  stated.
W ith  respect to the inventories you 
find  th a t the figures shown represent the 
actua l cost o f the raw  m ateria ls , product 
in  process, and finished product on hand, 
but tha t, ow ing to a r is in g  m arke t in  both 
rubber and fabric , i t  w ould cost $963,- 
875.61 to replace the inventories as a t the 
date o f the balance sheet. You also find 
th a t the receiver has outstanding com­
m itm en ts  fo r the purchase of rubber and 
fab ric  fo r  fu tu re  de live ry  am ounting to  
$585,475 and tha t, due to  the r is in g  m ar­
ke t i t  would cost $1,155,600 to secure 
iden tica l fu tu re -de live ry  contracts as a t 
the date o f the balance sheet. These con­
trac ts  are non-cancellable, bu t are trans­
ferable, and have been assigned by the 
receiver to  the N a tiona l Rubber Company.
W ith  respect to  the p lan t and equip­
m ent you are fu rn ished w ith  the report 
of a reputable appraisal company show­
in g  the fo llow ing  as at the date of the 
balance sheet:
C o st to  re p ro d u c e  n e w  ..................$1,356,485.97
O b se rv e d  d e p re c ia t io n  ..................  218,962.84
D e p re c ia te d  s o u n d  v a lu e  .............  1 ,137,523.13
S ubm it the jo u rn a l en tries necessary 
to  open the accounts o f the new corpora­
tion , and a complete d ra ft of the report 
you would render pursuant to  the engage­
ment, w ith  both the statem ent and the 
tex t exactly as you would subm it them 
to your typ is t fo r  transcrib ing .
No. 2 (23 po in ts). The Calumet Steel 
Products Company completes its  f irs t 
yea r’s operations at December 31, 1927, 
and reta ins you to aud it and ad just its  
accounts fo r th a t year. F rom  the fo llow ­
ing  t r ia l  balance and supplem entary data 
you are required to  prepare a balance 
sheet as at December 31, 1927, and a 
statem ent o f pro fits  and income fo r the 
year 1927:
L a n d  a n d  b u ild in g s  $37,000.00
M a c h in e ry  ...............  68,745.60
S m a ll  to o ls  ............. 4,368.45
Office f u r n i tu r e  a n d
e q u ip m e n t ..........  7,839.75
C ash  ............................ 63,448.30
A c c o u n ts  re c e iv a b le  159,515.80 
S te e l b a r  p u rc h a s e s  1,035,692.77 
C h e m ic a ls  a n d  s u p ­
p lie s  ....................... 41,724.87
F a c to r y  la b o r  . . . 374,392.41 
F a c to r y  e x p e n s e s  . 66,824.35 
E x e c u tiv e  s a la r i e s .  25,000.00 
C le ric a l s a la r i e s  . .  13,850.00 
Office s u p p lie s  a n d
e x p e n s e s  ...............  6,977.22
B a d  d e b t lo s se s  . . 7,329.46 
S a le s m e n 's  c o m m is ­
s io n  a n d  e x p e n s e s  55,685.50
A d v e rtis in g  .............  17,850.00
W ire  sp o o l p u r ­
c h a s e s  ....................  4 ,725.00
A c co u n ts  p a y a b le  . $74,691.77
N o te s  p a y a b l e ------ 50,000.00
R e s e rv e  fo r  b a d
d e b ts  ....................... 7 ,079.46
W ire  s a le s  ...............  1 ,365,892.75
W ire  sp o o l s a l e s . .  3,125.50
I n te r e s t  p a id  ..........  9,820.00
C a p i ta l  s to c k  ------ 500,000.00
T o ta l  ............. 2 ,000,789.48 2 ,000,789.48
The inventories a t December 31, 1927, 
are as fo llow s:
W ire  .......................................................... $198,275.00
S poo ls  .......................................................  1,485.00
S te e l b a r s  .............................................  237,432.60
C h e m ic a ls  a n d  s u p p lie s  ...............  3,861.85
T o ta l 441,054.45
The balance in  the land and bu ild ings 
account is shown by analysis to be com­
posed of the fo llow ing  charges:
J a n .  2. I n i t i a l  c a s h  p a y m e n t  o n  
c o n t r a c t  fo r  p u rc h a s e  o f  b u i ld ­
in g  (N o te — T h is  p a y m e n t  w a s  
m a d e  to  v e n d o rs  o f  la n d , in  
c o n s id e ra t io n  o f  c o n v e y a n c e  
o f  t i t l e  to  la n d  to  th e  b u i ld ­
in g  c o n tr a c to r s )  ............................  $25,000.00
J u n e  30. F i r s t  s e m i-a n n u a l  p a y ­
m e n t o n  c o n tr a c t  .........................  6,000.00
D ec. 31. S eco n d  sem i - a n n u a l
p a y m e n t  o n  c o n t r a c t  ..................  6,000.00
T o ta l 37,000.00
(N o te — T h e  d e fe r r e d  p a y m e n ts  on  th is  c o n ­
t r a c t  b e a r  i n te r e s t  a t  th e  r a t e  o f  6 p e r  c e n t 
p e r  a n n u m . Y o u  a r e  u n a b le  to  s e c u re  a n y  
in fo r m a tio n  a s  to  th e  te r m s  o f  th e  c o n t r a c t  
b ey o n d  w h a t  is  s t a t e d  in  th e  p ro b le m .)
V ir tu a lly  a ll o f the charges to the ma­
chinery, sm all tools, and office fu rn itu re  
accounts were made in  January and rep­
resented proper charges to those accounts. 
The sm all tools on hand at December 31, 
1927, have been inven to ried  and valued 
at $3,785.
The accounts receivable include bal­
ances o r ig in a tin g  as fo llow s:
A p ril ..........................................................  $786.45
A u g u s t .....................................................  1,269.28
O c to b e r  .....................................................  1 ,965.00
N o v e m b er .............................................  14,372.50
D e c e m b e r ................................................  141 ,122.57
T o ta l  ........................................  159,515.80
The balance in  the notes payable ac­
count represents a 6 per cent note dated 
November 1, 1927, due M arch 1, 1928, on 
w h ich in te rest has been paid to m a tu rity .
The m inutes o f a d irec to rs ’ m eeting 
held December 8, 1927, record the declara­
tion  of a d iv idend of 7 per cent on a ll 
outstanding cap ita l stock, payable in  cash 
on January 2, 1928, to  stockholders o f 
record December 20, 1927.
T it le  to  the land and bu ild ings  occu­
pied by the company is  held by the con­
trac to rs  who erected the bu ild ings sub­
ject to the above-mentioned purchase con­
trac t. The bu ild ings  are w e ll constructed 
o f b r ick  and m illw o rk , w ith  special con­
crete foundations fo r heavy m achinery.
Merchandise costing $35,000 was ship­
ped on consignment du rin g  December, 
1927, and invoiced in  the regu la r way at 
$40,000, w h ich  am ount was charged to  
accounts receivable and credited to w ire  
sales. T h is  en tire  shipm ent was in  the 
hands of the consignee a t December 31,
1927.
The balance in  the in te rest paid ac­
count represents $8,820 of in te rest on de­
ferred con tract payments and $1,000 of 
in te rest on notes payable.
No. 3 (20 po in ts). F rom  the fo llow ing  
data, prepare a statem ent showing the 
financia l position  as a t M arch 31, 1928, 
of Eugene H. W illiam s , against whom a 
p e titio n  in  bankruptcy  has been filed.
A s s e t s
Land and bu ild ings  of machine shop, 
cost $30,000, value $15,000. M achinery 
and equipm ent cost $15,000, value $8,500. 
Residence, cost $15,000, value $18,000. 
Automobile, cost $1,750, value $600. M er­
chandise inven to ry , cost $45,000, value 
$25,000. Cash in  hand, $485; on deposit 
w ith  Merchants N a tiona l Bank, $1,850. 
Accounts receivable, good $27,000, doubt­
fu l $10,000, bad $5,000; estimated rea liz­
able value $32,000. Stocks and bonds, 
cost $35,000, m arke t value $25,000. L ife  
insurance policies, cash surrender value, 
$7,500. C laim  against H enry  B row n fo r
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paym ent made as endorser on B row n ’s 
note, $1,500, value n il.
L iabilities
M ortgage on machine shop land and 
bu ild ings, $20,000, dated June 1, 1923, due 
June 1, 1928, in te rest a t 6 per cent paid 
to  December 1, 1927. F irs t  m ortgage on 
residence, $7,500, dated M ay 1, 1926, due 
M ay 1, 1931; in te rest a t 6 per cent paid 
to  October 31, 1927. Second mortgage 
on residence, payable $100 per m onth 
p lus in te rest a t 6 per cent; dated August
1, 1927, fo r  $4,0 00; M arch 1, 1928, pay­
m ent delinquent. Loans from  Merchants 
N a tiona l Bank: $20,000, secured by a ll 
stocks and bonds owned by W illiam s , pay­
able on demand, in te rest paid to  M arch 
31, 1928; $30,000, unsecured, due May 5,
1928, 6 per cent in te rest paid to  m a tu rity . 
Policy loan from  life  insurance company, 
$6,500. Due fo r new heating p lan t in ­
stalled in  residence M arch 20, 1928, 
$1,500. Pledge to  Centra l Church, $25 per 
m onth fo r rem ainder of 1928. Shop pay­
ro l l fo r  week ended M arch 31, 1928, 
$1,750. Due cred itors fo r  m ateria ls  and 
supplies a t shop— open accounts, $27,825; 
notes, $48,000; trade acceptances, $15,000. 
Loans from  w ife , J u ly  1, 1927, $10,000; 
October 1, 1927, $5,000; no in te rest paid. 
Real estate taxes due fo r 1927, $825, pay­
able M ay 1, 1928.
No. 4 (12 po in ts). The fo llow ing  figures 
appear in  the accounts o f a corpora tion 
at the close of its  f irs t year’s operations:
I n t e r e s t  p a id  o n  b o n d s .................. $125,000.00
I n te r e s t  p a id  on  n o te s  ..................  8 ,500.00
G ro u n d  r e n t  p a id  ............................ 12,000.00
T a x e s  p a id  ...........................................  7,400.00
In te r e s t  re c e iv e d  on  b a n k  b a l ­
a n c e s  a n d  s to c k h o ld e r s ’ n o te s
re c e iv a b le  ........................................  31,500.00
A ll o f these figures apply to  the period 
between the organ ization of the company 
and the date when the construction of its  
p lan t was completed and its  operations 
were commenced.
In  p reparing  the company’s income ac­
count fo r its  f irs t year’s operations and 
its  balance sheet as a t the end thereof, 
how would you tre a t these items? As­
sum ing th a t the company’s net income 
fo r the year, before considering the fore­
go ing item s as charges against income, 
was $500,000, state whether you would 
trea t these item s any d iffe re n tly  in  pre­
pa rin g  its  Federal income tax  re tu rn  fo r 
th a t year; i f  so, how? Support, yo u r an­
swer by showing how  the income tax  law  
applies thereto.
No. 5 (15 po in ts ). Define and d is tin ­
gu ish between:
A m ortiza tion .
Depreciation.
Obsolescence.
Depletion.
Define any five of the fo llow ing  term s: 
Reserve fund.
S in k in g  fund.
Good w ill.
P ro p rie ta ry  accounts. 
C o n tro llin g  accounts. 
Consolidated balance sheet. 
Com parative balance sheet. 
N et w orth .
Contingent l ia b ility .
C urren t lia b ility .
ACCOUNTING— PART I I
T uesday, N ovem ber 20, 1928 
9.00 A. M. to  5.00 P. M.
The candidate m ust answer the f irs t 
five and one other question.
No. 1 (25 po in ts). James H. B row n died 
J u ly  14, 1927. You are reta ined by his 
estate to  open and m a in ta in  a set of ac­
counts. F rom  various sources you collect 
the fo llow ing  data:
B row n owned a one-half in te rest in  the 
partnersh ip of B row n and W illiam s , fo r 
which h is executor-trustee agreed to  ac­
cept $75,000, and also 500 shares of stock 
of a par value of $100 each, in  B la nk  Man­
u fa c tu ring  Company, fo r w h ich  m arke t 
value was not ascerta inable; the certified 
balance sheet of the company as a t De­
cember 31, 1926, showed:
A s s e t s
C a s h  ...............................................................  $15,683.00
A c co u n ts  re c e iv a b le  ............................  48,150.00
In v e n to r ie s  ................................................ 34,385.00
P la n t  a n d  e q u ip m e n t .........................  62,875.00
T o ta l  .............................................  161,093.00
L ia b i l i t ie s
N o te s  p a y a b le  ........................................  $15,000.00
A c co u n ts  p a y a b le  .................................  16,845.00
C a p i ta l  s to c k  .............................................  100,000.00
S u rp lu s  .......................................................  29,248.00
T o ta l  ................................................ 161,093.00
He also owned corporate bonds having 
a par value of $25,000 and a m arke t value 
of $26,500, and stock in  a W yom ing o il 
company w h ich had cost h im  $5,000, but 
fo r the sale of w h ich there appeared to  
be no m arket. The accrued in te rest on 
the bonds a t the date of his death was 
$575. The balance in  his bank account 
at the date of h is  death was $3,875.69. He 
had no lia b ilit ie s .
H is  residence, w h ich had cost h im  
$15,000, and was valued at $25,000, is be­
queathed to his w idow  by his w ill,  to­
gether w ith  a ll household equipment con­
tained there in . The en tire  residue of 
h is  estate is by the term s o f h is  w i l l  be­
queathed to trustees fo r  his ch ildren, the 
income there from  to be paid to h is w idow  
du rin g  her life tim e  and d is tr ib u tio n  to be 
made to  the ch ild ren a t her death.
D u rin g  the period from  J u ly  14 to De­
cember 31, 1927, the cash receipts and 
expenditures o f the trustees were as fo l­
lows:
R e c e ip ts
S a le  in  N o v e m b e r  o f  250 s h a r e s  o f  
B la n k  M a n u f a c tu r in g  Co. s to c k  
(N o  p u rch a ser  c o u ld  be  fo u n d  
fo r  th e  r e m a in in g  250 s h a r e s )  . . $50,000.00 
F r o m  B ro w n  a n d  W illia m s , to  a p ­
p ly  o n  a c c o u n t, b a la n c e  b e in g  
p a id  in  a  o n e -y e a r  6 p e r  c e n t
n o te  d a te d  J u ly  14, 1927 ............. 45,000.00
S a le  in  D e c e m b e r  o f  W y o m in g
o il s to c k  ................................................  1,250.00
I n te r e s t  o n  b o n d s  .................................  4 ,500.00
D iv id e n d s  o n  B la n k  M a n u f a c tu r ­
in g  Co. s to c k  ......................................  5,200.00
E x p e n d itu r e s
F o r  b o n d s  ....................... $89,700.00
P a r  v a lu e  .......................  $100,000.00
P r ic e  p a id  .......................  97,250.00
A c c ru ed  in t e r e s t  . . . .  2 ,450.00
F o r  a t to r n e y  a n d  a c c o u n ta n t  fe e s .  $1,000.00
F o r  in c id e n ta l  e x p e n s e s  .................. 755.86
F o r  a u to m o b ile  p u rc h a s e d  fo r
M rs. B ro w n  ........................................  3,500.00
F o r  f u n e r a l  e x p e n s e s  ....................... 750.00
Subm it a balance sheet of the tru s t 
estate at its  inception and also as a t De­
cember 31, 1927, and show the amount 
of income due the w idow  fo r the period 
ended tha t date. Income is to be com­
puted on a cash receipts and disburse­
ments basis.
No. 2 (25 po in ts). The partnersh ip  of 
Jones, W ilk in s  & Forshee was formed at 
January 1, 1924, and continued in  active 
operation u n t i l  the death of W ilk in s  on 
February 16, 1927. Under the terms of 
the partnersh ip  agreement, the pa rtner­
sh ip  was to te rm inate  a t the death of any 
partner. On such te rm in a tio n  the estate 
of the deceased pa rtner was not to share 
in  any pro fits or losses of the partnersh ip  
fo r the calendar year du ring  wh ich the 
death occurred, but was to  receive, in  
addition to h is cap ita l equity, a sum rep­
resenting the cap ita liza tion  a t 15 per cent 
of the excess o f the average annual net 
income over 6 per cent per annum on 
the cap ita l invested a t the beginning of 
the year fo r the period from  the form a­
tion  o f the partnersh ip  to December 31st 
of the year preceding th a t in  w h ich the 
death occurred. The partnersh ip agree­
ment provided th a t no salaries fo r pa rt­
ners should be included among the p a rt­
nership expenses, bu t perm itted each 
partner to  w ith d ra w  $300 per m onth in  
an tic ip a tion  o f profits.
Subsequent to the death of W ilk in s  you 
are engaged to  a u d it the accounts of the 
partnersh ip  and advise the correct 
amount to be paid to h is  estate pursuant 
to pa rtnersh ip  agreement. You find and 
report to the su rv iv in g  partners tha t the 
accounts have been kept and stated cor­
rec tly  w ith  tw o  exceptions, namely, the 
partners ’ w ithdraw a ls  have been treated 
as partnersh ip  expenses and no provis ion 
has been made fo r the depreciation of 
fixed assets, and you are instructed to 
correct these features, depreciating bu ild ­
ings at the rate o f 4 per cent per annum, 
m achinery at 10 per cent, and office equip­
ment a t 8 per cent. The fixed asset ac­
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counts you find correctly  showing the fo l­
l ow in g  balances:
Office
B u ild in g s .  M a c h in e ry . E q u ip m ’t. 
J a n .  1, 1924 . $25,000.00 $17,500.00 $2,500.00 
J a n .  1, 1925 . 32,500.00 20,000.00 2,750.00 
J a n .  1, 1926 . 32,500.00 25,000.00 3,000.00
The partners ’ cap ita l accounts you find 
have been credited w ith  th e ir  in i t ia l  in ­
vestments and w ith  proportions agreed 
on by them  of the f irm ’s pro fits as shown 
by the books. The cap ita l accounts read 
as fo llow s:
J o n es . W ilk in s . F o r s h e e .
Tnv’t  a t  J a n .
1, 1924 . . $12,500.00 $37,500.00 $25,000.00
P r o f i t s  f o r
1924 ____ 5,625.00 2,812.50 2,812.50
I n v ’t  a t  J a n .
1, 1925 . . 18,125.00 40,312.50 27,812.50
P r o f i t s  f o r
1925 ------ 5,400.00 5,062.50 3,037.50
I n v ’t  a t  J a n .
1, 1 926 . . 23,525.00 45,375.00 30,850.00
P r o f i ts  f o r
1926 ____ 5,740.00 6,150.00 4.510.00
I n v ’t  a t  J a n .
1, 1927 . . 29,265.00 51,525.00 35,360.00
Subm it complete statements showing 
how you a rrive  at the amount to be paid 
to W ilk in s ’ estate.
No. 3 (10 po in ts). F rom  the fo llow ing  
data subm itted by an in d iv id u a l taxpayer, 
ascertain h is taxable net income under 
the  Federal income tax  laws in  force fo r 
the calendar year 1928, and the amount 
included the re in  w h ich  is not subject to 
the norm al tax :
D iv id e n d s  re c e iv e d  on  p re fe r r e d
s to c k s  .......................................................  $900.00
D iv id e n d s  re c e iv e d  o n  c o m m o n
s to c k s  .......................................................  1,500.00
I n te r e s t  re c e iv e d  o n  M u n ic ip a l
b o n d s  ........................................................ 600.00
I n te r e s t  re c e iv e d  o n  t a x - f r e e  co v e ­
n a n t  c o rp o ra te  b o n d s  .................. 750.00
I n te r e s t  re c e iv e d  on  U n ite d  S ta te s
F i r s t  L ib e r ty  L o a n  b o n d s ..........  700.00
O th e r  i n te r e s t  r e c e i v e d .......................  248.75
S a la r y  re c e iv e d  f r o m  c o rp o ra t io n
o f  w h ic h  ta x p a y e r  is  p r e s id e n t .  18,000.00 
R e n t  re c e iv e d  o n  a p a r tm e n t  b u i ld ­
in g , c o s t in g  t a x p a y e r  $25,000 
e x c lu s iv e  o f  la n d  v a lu e s , one 
a p a r tm e n t  in  w h ic h  is  t a x ­
p a y e r ’s re s id e n c e  ..............................  3,000.00
T a x e s  p a id  o n  s a m e  a p a r tm e n t
b u i ld in g  ..................................................  350.00
C oal, j a n i to r ,  a n d  o th e r  e x p e n se s  
in  c o n n e c tio n  w ith  s a m e  a p a r t ­
m e n t b u ild in g  ...................................... 1 ,165.00
In te r e s t  p a id  on  m o r tg a g e  on  s a m e
a p a r tm e n t  b u ild in g  .........................  600.00
O th e r  in te r e s t  p a id  ..............................  1 ,285.00
A lim o n y  p a id  to  t a x p a y e r ’s  d i ­
v o rce d  w ife  ...........................................  3,000.00
A m o u n t o f  lo a n  to  p e rs o n a l  f r ie n d  
o f  t a x p a y e r  w h o  d ie d  in s o lv e n t
d u r in g  t a x a b le  y e a r  ....................... 500.00
C o n tr ib u tio n s  b y  t a x p a y e r  d u r in g  
ta x a b le  y e a r  to  c h u rc h  o f w h ic h
he  w a s  m e m b e r  ................................. 500.00
A m o u n t p a id  b y  t a x p a y e r  d u r in g  
ta x a b le  y e a r  fo r  h o s p ita l  a n d  
m e d ic a l a t te n t io n  to  in v a lid  
s i s t e r  .......................................................  1,400.00
C o n tr ib u tio n  b y  ta x p a y e r  d u r in g  
ta x a b le  y e a r  to  u n in c o rp o ra te d  
a s s o c ia t io n  f o r  m a in ta in in g  c o m ­
m u n i ty  b a s e b a ll  te a m  a n d  
g ro u n d s  ..................................................  100.00
No. 4 (10 po in ts). On January 2, 1925, 
a company purchased, fo r $800 each, six 
gasoline pumps having an antic ipated 
life  of ten years. On J u ly  1, 1927, fou r 
of these pumps were replaced by la rger 
ones costing $1,250 each; against th is  
cost the company was allowed $200 each 
for the old ones removed.
S u b m it a ll e n tr ie s  n e c e ssa r y  to  record  
th e  rep la cem en t.
No. 5 (10 po in ts). E xp la in  w hat is 
meant by no-par-value stock, how i t  is 
set up in  a company’s opening and sub­
sequent balance sheets, and its  advant­
ages and disadvantages as compared w ith  
par-value stock.
No. 6 (20 po in ts). The A lpha Stores 
Company operates a chain of re ta il gro­
cery stores and owns a ll of the capita l 
stock and buys v ir tu a lly  the en tire  ou tput 
of the Beta Baking Company. The officers 
of the A lpha Company have received from  
representatives of the Gamma T rad ing  
Corporation an acceptable offer of cash 
fo r a ll of the assets and trade rig h ts  of 
both the A lpha and the Beta Companies, 
provided they w i l l  im m edia te ly liqu ida te  
and dissolve. The amount of cash offered 
is sufficient to give both companies a sub­
s tan tia l p ro fit, and a ll of the stock of the 
Alpha Company is and fo r five years has 
been held by fou r stockholders in  equal 
proportions.
In  a conference between yourse lf and 
the president of the A lpha Company the 
la tte r says to  you: “ I f  th is  deal goes 
through the Beta Company w i l l make a 
p ro fit o f $50,000, on w h ich i t  w i l l  have to 
pay income tax. I t  w i l l  then pay a liq u i­
da ting  dividend to the A lpha Company 
which w i l l  include th is  same p ro fit— less 
the tax, of course— and the A lpha Com­
pany w i l l  then have to pay income tax 
on th a t same p ro fit a second tim e. The 
A lpha Company w i l l  make a p ro fit of 
$250,000 on the sale of its  assets, and 
w i l l  have to pay an income tax  on tha t. 
Then the A lpha Company w i l l  pay a liq u i­
da ting  dividend to  its  stockholders w h ich 
w il l  include as a taxable p ro fit both the 
Beta pro fit, on wh ich we w i l l  a lready 
have paid tax tw ice, and the A lpha pro fit, 
on which we w i l l  already have paid tax 
once. How can we avoid th is  double and 
treble taxation?
Subm it an outline of the plan you 
would recommend, and pro  form a entries 
to record its  consummation; entries in ­
tended fo r the Gamma Corporation may 
be om itted.
No. 7 (20 po in ts). The Globe Coal Com­
pany is engaged in  wholesale and re ta il 
m erchandising of coal in  the c ity  of Chi­
cago. T. Jackson is general manager of 
the company and W. S m ith is manager of 
its  re ta il department. S m ith ’s compen­
sation consists o f a fixed salary plus a 
bonus of 5 per cent of the pro fits  of the 
re ta il department, and Jackson’s compen­
sation consists o f a fixed salary plus a 
bonus of 10 per cent of the company’s 
en tire  net income. The net income fo r 
the year 1927, before charging e ither Fed­
eral income tax  o r officers’ bonuses, was 
$25,000 fo r the re ta il departm ent and 
$50,000 fo r the en tire  company. In  a r­
r iv in g  at these net income figures a 
charge of $5,000 has been made against 
the re ta il departm ent to provide fo r pos­
sible fu tu re  losses from  fires in  the com­
pany’s coal p iles; th is  is recognized as an 
unallowable deduction fo r income tax pu r­
poses, but there is no question but tha t 
i t  is a proper charge against income in  
computing officers’ bonuses. I t  is under­
stood tha t the Federal income tax is to be 
a charge against the company’s net in ­
come fo r the purpose of com puting the 
officers’ bonuses, but th a t the bonuses 
themselves are not to be included as a 
charge fo r th a t purpose.
You are required to compute the 
amount of the company’s Federal income 
tax and the amount o f the add itiona l com­
pensation due to S m ith  and Jackson fo r 
the year 1927.
A U D IT IN G
Wednesday, November 21, 1928
9.00 A. M. to 12.30 P. M.
The candidate m ust answer e ither 
Question 1 or Question 2, and A L L  of the 
rem a in ing questions.
No. 1 (10 po in ts). A  m anufacturing  
company produces a single a rtic le  w h ich 
i t  packs in  cartons of tw en ty-four each. 
A substantia l po rtion  of its  output is 
sold to  a single customer on the basis of 
cost plus a percentage fo r  overhead. The 
p lan t superintendent subm its d a ily  re­
ports showing quantities packed, and in ­
voices covering the cost-plus sales re­
ferred to are rendered fo r quantities 
shipped, b illed  at u n it  prices represent­
in g  the company’s labor and m ateria l 
costs divided by the to ta l quantities pro­
duced, as reported d a ily  by the p lan t 
superintendent, plus the agreed percent­
age fo r overhead. The company’s finan­
cia l statements show operating losses, 
and the president suspects th a t some ship­
ments are not being billed. W hat steps 
would you take to ascertain whether th is  
is true  and i f  not w hat may be the true  
explanation of the operating losses?
No. 2 (10 po in ts). The rules of a cer­
ta in  live-stock exchange require settle­
ment by commission houses w ith  ship­
pers w ith in  fo rty -e igh t hours of the sale 
of th e ir  stock. In  a u d iting  the accounts 
of a commission house which is a mem­
ber of th is  exchange, how would you 
v e rify  the accounts receivable and pay­
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able? State wh at bearing, i f  any, the 
above - mentioned ru le  o f the exchange 
has on your ve rifica tion .
No. 3 (10 po in ts). In  connection w ith  
an au d it commenced fou r weeks a fte r the 
date of inven to ry , you are fu rn ished w ith  
a l l the data collected in  the in ven to ry  
tak ing. You find th a t i t  includes several 
carloads of m ate ria l w h ich  had not been 
unloaded, as w e ll as a ll m a te ria l in  the 
stock room, in  process th roughou t the 
p lant, and in  the sh ipp ing room aw a iting  
shipment. W hat steps would you take to 
v e rify  the correctness of the inventory? 
Assum ing th a t you are unrestric ted  in  
you r ve rifica tion , w hat qua lifica tion , i f  
any, would you pu t on your ce rtifica tion  
of the inven to ry  figure in  the balance 
sheet?
No. 4 (10 po in ts). Do you consider the 
exam ination of m inute  books essential in  
an au d it of:
(a) A  m anufactu ring  and trad ing  cor­
poration?
(b ) A  church?
(c ) A  p a rtly  endowed college?
(d ) A  m un ic ipa lity?
(e) A  social club?
Give reasons fo r you r answers, and 
state w hat you r a ttitud e  would be i f  you 
were denied access to the m inu te  books.
No. 5 (10 po in ts). W hat features ca ll 
fo r special a tten tion  in  connection w ith  
audits of:
A  bu ild in g  and loan association?
A tru s t estate?
A n  investm ent banking house?
A  m anufactu ring  company se lling  d i­
rect to  consumers?
A n  educational in s titu tio n ?
A n  autom obile sales agency?
Answer w ith  respect to  any fou r of the 
s ix  ac tiv itie s  lis ted :
No. 6 (10 po in ts). You are shown a pros­
pectus offering 50,000 shares o f no par 
stock a t a price of $45 per share. The 
prospectus gives the fo llow ing  in fo rm a­
tion , based on certified aud its  and ap­
praisals:
E arn ings fo r past three years: $205,600, 
$785,400, and $297,500; average $429- 
500.
N et tangib le  assets, a fte r g iv in g  effect 
to  new financing, $1,850,000.
The prospectus states th a t the present 
management w i l l  continue in  charge of 
the company and th a t i t  has ind ica ted its  
in te n tio n  o f paying dividends a t the rate 
o f $4 per share per annum. Y our c lien t 
asks your advice as to the ad v isa b ility  
o f purchasing 1,000 shares of th is  offer.
Subm it a m emorandum embodying 
your advice and g iv in g  your reasons 
therefor.
No. 7 (9 po in ts ). The C rysta l Ice Co. fu r ­
n ish  th e ir  de liverym en w ith  coupon books 
con ta in ing  coupons, each good fo r a cer­
ta in  num ber of pounds of ice. The books 
and the coupons are numbered, and are 
sold by the de liverym en. On J u ly  19th
you are requested to  au d it the books as 
a t June 30th. You find sales credited 
w ith  the money turned in  by the de live ry­
men from  sales of both coupon books and 
cash sales o f ice. W eight records have 
been kept o f the ice taken out and re­
turned. Each cake o f ice w e igh ing 208 
pounds is charged to  the de liverym an at 
on ly 200 pounds to  a llow  fo r loss through 
m e lting . Cancelled coupons w h ich  were 
taken up when ice was delivered are 
found reassorted by book and coupon 
number. How  would you proceed to 
v e rify  the cash receipts of the company?
No. 8 (9 po in ts). W hat procedure would 
you recommend to prevent or detect:
(a) Embezzlement of collections from  
customers.
(b) T he ft o f m ateria ls  and supplies 
from  fac to ry  stock room.
(c) T he ft of coats or su its from  the 
floo r o f an apparel shop?
No. 9 (8 po in ts). W hat lia b ilit ie s  and 
responsib ilities, to  h is c lien t and to  the 
public, does a public accountant assume 
when he certifies w ith o u t qua lifica tion  to 
the correctness of a balance sheet pre­
pared by h im ? Do you consider the 
words “ in  m y op in ion”  a qualification, in  
the sense used above?
No. 10 (8 po in ts). Define a stock d iv i­
dend.
W hat circumstances ind ica te  the ad­
v is a b ility  o f pay ing a substantia l stock 
d ividend? Give reasons fo r your answer.
No. 11 (8  po in ts ). Define and state the 
scope of:
(a) Complete audit.
(b) Balance sheet aud it.
(c) Cash audit.
(d) Income tax audit.
No. 12 (8 po in ts). W hat evidence would 
you expect to  find in  support o f the fo l­
lo w in g  transactions of a m anufactu ring  
corpora tion:
(a ) Purchase of raw  m ateria ls?
(b ) Paym ent o f dividends?
(c) Paym ent o f bond interest?
(d ) Purchase of securities as s in k in g  
fund investments?
COMMERCIAL LAW
Wednesday, November 21, 1928
1.30 P . M. to 5.00 P. M.
The candidate m ust answer tw o  out o f 
three questions in  each group; 10 po in ts 
fo r each question answered.
N egotiable In strum en ts
No. 1. Is the fo llow ing  note negotiable?
I  owe John Doe one hundred dollars. 
(Signed) R ichard  Roe. E xp la in  you r an­
swer.
No. 2. A  gives h is  negotiable note to B, 
payable to the order o f B ; B indorses it ,  
“ Pay C or D,”  and delivers i t  to  C. C 
indorsed i t  to  X , who sued A, the maker. 
A defends the s u it by a lleg ing th a t X  
did not have t it le .  Should X  recover?
No. 3. Under w hat circumstances, in  
general, m ust a ho lder o f a negotiable in ­
s trum en t acquire t it le  in  order to  recover 
fro m  a p r io r  p a rty  thereto free from  de­
fenses and equities?
C ontracts
No. 4. W hat contracts are required to  
be in  w r it in g  under the statute of frauds?
No. 5. A  makes a con trac t w ith  B to 
m anufacture a certa in  product fo r  B, and 
to charge the re fo r on a u n it  basis h is 
m anufactu ring  cost plus a percentage fo r 
overhead. A fte r  fou r m onths’ operation, 
B finds tha t, due to  a c le rica l e rro r in  h is 
organization, he has used too low  a u n it  
cost in  his m on th ly  invoices against A . 
A  ins is ts  th a t the m on th ly  invoices con­
s titu te  a b ind ing  de term ination  of cost. 
B sues A  fo r  the difference between th e  
actual cost and the amounts b illed . Can 
he recover? G ive reasons fo r your 
answer.
No. 6. Define a contract. D is tingu ish  
between fo rm a l and simple contracts; ex­
press and im p lied  con trac ts ; executory 
and executed contracts.
P artn ersh ip
No. 7. How does a partnersh ip  d iffe r 
from  a corporation?
No. 8. State, in  general, the ob ligation 
of the members o f a pa rtnersh ip  raised 
by negotiable paper executed by one p a rt­
ner in  the firm  name.
No. 9. A, B, and C are partners in  
business; C re tire d  from  the f irm ; A  and 
B assumed a ll ou tstanding debts of the 
firm  and paid C the value of his in te rest. 
D was then adm itted to partnersh ip  w ith  
A and B, and the business was continued. 
C redito rs of the fo rm er firm  not being: 
paid, w hat are th e ir  remedies?
C orporations
No. 10. Define a corpora tion and dis­
tingu ish  an o rd in a ry  business corpora­
tion  from  other kinds.
No. 11. The. president o f a corporation 
indorsed checks payable to i t  and de­
posited them  to his personal account in  
the bank, w h ich  collected the proceeds 
and paid them out on the personal checks, 
of the president. The corporation sues 
the bank fo r the proceeds of the checks. 
Is the bank liab le  to  the corporation?
No. 12. W hat corporate action is neces­
sary to  make v a lid  a m ortgage on the 
corpora tion ’s rea l estate?
B ankruptcy
No. 13. (a) W ho may file  a pe tition  in  
bankruptcy, where and how filed, fees, 
etc. ?
(b) A ga inst whom m ay a pe tition  be 
filed?
No. 14. W hat is the difference between 
a receiver in  bankruptcy and a trustee in  
bankruptcy?
No. 15. W hat is a “ com position”  in  
bankruptcy?
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I H A V E  ta k e n  a s  m y  su b je c t th is  m o rn ­in g  th e  N a v y ’s b u s in e s s  sy s te m , a n d  i ts  o p e ra t io n , n o t  b e c a u se  i t  is  
a  p a r t i c u la r ly  in te r e s t in g  to p ic , b u t  b e ­
c a u s e  a  b o o k k e e p e r  v e ry  s e ld o m  g e ts  a n  
o p p o r tu n i ty  to  t a lk  a b o u t  h is  t ro u b le s .  
P e o p le , a s  a  r u le ,  a r e  n o t  i n te r e s te d  in  
th e  a b s t r a c t .  A  c ro w d  w ill g a th e r  to  
w a tc h  t r u c k s  b e in g  lo a d e d  w ith  e a r th ,  
o r  a  c a r p e n te r  o r  b r ic k la y e r  a t  w o rk , 
b u t  I  h a v e  n e v e r  h e a r d  o f a  b o o k k e e p e r  
a t t r a c t in g  a n  a u d ie n c e .  O rg a n iz a tio n , 
s t a t i s t i c s ,  a n d  a c c o u n ts  a r e  a b s t r a c t  
th in g s , a n d  I  m ay  b o re  you. I  am  th e r e ­
fo re  m a k in g  m y  e x cu se  a n d  m y  a p o lo g y  
in  a d v a n c e .
“ M oney makes the  m are go,”  is a 
lin e  o f a song o ld  even w hen I  was a 
boy. The th ree  and one-ha lf b illio n s  o f 
d o lla rs  d isbursed a n n u a lly  to  ru n  the  
governm ent is a sum  w h ich  is so stupen­
dous th a t the  vast m a jo r ity  p re fe r no t 
to  th in k  abou t it .
The N a vy ’s share o f th is  happens to  
be s lig h t ly  less th a n  ten  pe r cent o f the  
w ho le , o r  th ree  hundred  and tw e n ty - 
five m illio n s , and even th is  sum  is too 
b ig  to  do more than  cause the average 
c itize n  a m om ent o f awe when he f irs t  
hears o f i t .  He u su a lly  dism isses the  
sub jec t w ith  “ I t  c e rta in ly  costs U ncle 
Sam a lo t  o f m oney to  ru n  the  N avy .”  
I  som etim es w onder i f  the  average c it ­
izen rea lizes th a t U ncle Sam is a co llec­
tive  in d iv id u a l, th a t M r. John Doe h im ­
se lf is  a p a r t and parce l o f Uncle Sam, 
and th a t i t  is m oney co llected fro m  h im  
in  the fo rm  o f income tax, in te rn a l rev­
enue and the ta r i f f  w h ich  keeps n o t o n ly  
the N avy going, bu t a ll the other de­
partm ents of the governm ent. I t  is 
therefore not on ly the c itizen ’s r ig h t  to  
kno w  how  h is m oney is spent— i t  is h is 
duty. I t  is fu rthe rm o re  very  m uch to 
h is  in te res t, as o n ly  by dem anding and 
rece iv ing  an accounting can extrava­
gance of governm ent be curbed.
H ow  m any average c itizens kno w  any­
th in g  o f how the N avy makes known its  
wants, and how  i t  goes abou t o b ta in in g  
and spend ing the  m oney to  f i l l  these 
wants? The in te rest w h ich  our citizens 
of T idewater, V irg in ia , have in  the Navy 
is even greater than th a t o f ju s t an 
average c itizen . The N avy affects you 
d ire c tly  in  a v e ry  m a te r ia l w ay. The 
N ava l a c tiv itie s  o f th is  lo c a lity  spend 
each m on th  one m il lio n , tw o  hu nd red  
and tw en ty -five  thousand do lla rs . On 
the  P o rtsm ou th  side o f the  E lizab e th  
R ive r, the  expend itu res average seven 
hund red  thousand do lla rs . The in ­
fluence w h ich  th is  sum  o f ou ts ide  cap ita l 
has on the  business o f th is  section, I  
leave to  you financia l experts to  figure
Read by Com m ander A . M. Cook, re ­
t ire d , fo r  C apta in  D. V . C hadw ick, con­
fined in  hospita l, a t the spring  m eeting 
o f th e  V irg in ia  Society, V irg in ia  Beach, 
M ay 18.
E D IT O R ’S N O T E : T h is  descrip tion  
o f the  business system o f one o f the  de­
pa rtm en ts  of the  U. S. G overnm ent w i l l  
serve to  i l lu s tra te  th e  genera l p lan  in  
a l l .  
out. Those who live  here in  N o rfo lk  
and P o rtsm ou th  see the  ships come and 
go to  H am pton  Roads, the  base and the  
Navy Yard. Do they ever wonder w hat 
makes the  wheels go ’round?
The f irs t  essentia l o f m a k in g  the  
wheels go ’ro u n d  is money. W ith  m oney 
we p rocure  ju s t  tw o  th in gs , i. e., hum an 
labor and m a te ria l fo r  the hum an labor 
to  w o rk  w ith . T h is  hum an  la b o r m ust 
be organized. O rgan iza tion  is a w o rd  
w h ich  is used so com m only th a t  i t  is  
w e ll to  pause a m om ent and th in k  o f its  
fun dam e n ta l m eaning. I t  means to  f u r ­
n ish  w ith  organs, and b io lo g ic a lly  speak­
ing , an organ is  a p a r t o f th e  s tru c tu re  
o f an a n im a l w h ich  pe rfo rm s  some 
specific ac tion  o r fu n c tio n . The N avy 
is a h ig h ly  fu n c tio n a lize d  an im a l. There  
is the  b ra in , the  N avy D epartm ent, 
w h ich  is d iv ided  in to  offices, such as the  
Office o f O pera tions; boards, such as the  
G eneral B oard , and the  Bureaus o f 
N a v iga tion , O rdnance, C onstruc tion  and 
R epa ir, E ng in eering , Supplies and A c­
counts, Yards and Docks, M edicine and 
S urgery, and A eronautics . L ik e  the  
areas o f the  b ra in , each office, board  and 
bureau contro ls some action or func­
tion , o f the Navy itse lf. In  the fie ld we 
have N avy Yards, N aval Supply Depots, 
A m m u n itio n  Depots, A i r  S tations, T ra in ­
in g  S tations, H osp ita ls , R e c ru it in g  O f­
fices, and on the  seas, fleets o f ships. I t  
is  fo r the fleet tha t a ll the  other organs 
exist. I t  is  the  l i fe  o f the  an im a l. To 
c a rry  m y m etaphor a l i t t le  fu r th e r ,  the  
com m un ica tion  systems, the  m a il, the  
te legraph , the  rad io , are the  nerves 
w h ich  c a rry  o u r le tte rs , re q u is it io n s  and 
rep o rts  to  and fro m  the  N avy D epa rt­
m en t to  gu ide o u r fu n c tio n in g .
The hum an la b o r w h ich  we em ploy is 
o f tw o k in ds— m il ita r y  and c iv il.  The 
m il ita ry  s treng th  is fixed by law . W e 
have e igh ty -five  thousand en lis ted  men 
and abou t e igh ty -s ix  hu nd red  com m is- 
sioned and w a rra n t officers (exclusive 
o f th e  M arine  C orps). The c iv i l la b o r 
is  dependent on the  am ounts approp­
r ia te d  fro m  year to  year, b u t as the  ap­
p ro p ria tio n s  rem a in  constant, so does
the  c iv i l force, and on the  average the 
N avy em ploys abou t fo r ty -s ix  thousand 
c iv ilia n s . The N o r fo lk  N avy Y a rd  em­
ploys abou t t h ir t y  s ix  hundred . The 
la b o r is h ig h ly  d ive rs ified— ju s t  as the  
organs o f an a n im a l re q u ire  specia lized 
cells, so does the N avy require  special­
ized labo r. The m il i ta ry  is d iv ided  in to  
th e  line , m ed ica l corps, den ta l corps, 
supp ly corps, chap la in  corps, cons truc­
t io n  corps, c iv i l eng inee ring  corps. Men 
are enlisted from  alm ost every me­
chanical trade. In  the  c iv i l force we have 
law yers, doctors, c le rks , chem ists, 
d ra ftsm en, techn ic ians, m echanics fro m  
a lm ost every trade , and com m on la b o r 
to  do the  heavy w o rk . A  la rge  p a r t o f 
the  m il i ta r y  la b o r is w ith  the  fleet. 
S t ill ,  a p o rtio n  is assigned to  the  v a r i­
ous shore estab lishm ents. W h ile  i t  does 
seem anom alous fo r  a s a ilo r to  be on 
shore, nevertheless, perhaps i t  is fo r  the  
best. In  the  old days a sa ilorm an was 
regarded as be ing n o t q u ite  r ig h t,  
m e n ta lly , and the  o ld  E n g lish  laws ex­
em pted the  s a ilo r fro m  pun ishm en t fo r  
ce rta in  offenses fo r  th is  reason. Ben 
J onson m ade the  re m a rk  th a t “ O n ly 
those go to sea who haven ’t  w it  enough 
to  go to  ja i l . ”  So perhaps th is  assign­
m en t o f officers and m en to  shore d u ty  
is a w ise p ro v is io n  to  preserve ou r san­
ity .  A t  any ra te , i t  has the  ve ry  prac­
t ic a l advantage, by the  constant in te r ­
change o f officers and men, o f keeping 
the  shore-going estab lishm en t in  ve ry  
close touch  w ith  the  fleet, and unques­
tio n a b ly  makes fo r  efficiency.
The o th e r com m od ity  w h ich  the  Navy 
procures w ith  its  m oney is m a te ria l fo r  
the  la b o r to  w o rk  w ith . The m a te ria l 
is much more diversified than even the 
labo r. A t  the  N o r fo lk  ya rd  we have 
abou t fo r ty  thousand item s o f stock, 
and the n  we do no t ca rry  a l l o f the  
item s w h ich  are needed by th e  Navy. In  
fact, three most im p o rta n t classes of 
s tock are no t ca rried  here, b u t are car­
r ie d  a t the  N ava l S upp ly Depot. These 
classes are fu e l, p rov is ions and c lo th ­
in g . P e rm it me a t th is  p o in t to  digress 
a m om ent. The G overnm ent does no t 
fu rn is h  its  officers and m en w ith  th e ir  
c lo th in g  and u n ifo rm s , except th a t each 
enlisted m an on f irs t en lis tm ent is given 
an a llow ance o f one hu nd red  d o lla rs  to 
p rov ide  the  necessary c lo th in g  and u n i­
fo rm s  in  o rd e r th a t  he m ay n o t begin 
l i fe  in  the  N avy in  debt. H ow ever, the 
G overnm ent does m an u fac tu re  c lo th in g  
fo r  en lis ted men and officers, w h ich  they 
can p rocure  a t o r near cost. A m ongst 
the  m ore im p o rta n t m a te ria ls  w h ich  the  
N avy carries  m ay be m entioned the  
m eta ls (w e have a lm ost every m e ta l in
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some fo rm — gold and p la tin u m , iro n  
and  steel, copper, t in ,  lead, a lu m in u m , 
and so on) ,  pa in ts  and o ils , ha rdw a re  
and too ls, brushes, broom s, lu m be r. In  
fa c t, i t  w o u ld  be d iff ic u lt  to  name an 
ite m  w h ich  we w o u ld  n o t c a rry  in  some 
fo rm . O f course, the re  are ordnance 
m a te ria ls , va rious  techn ica l in s tru ­
m ents, gyroscopic compasses, pumps, 
gauges, m eters, m otors, boats, and so 
on. Perhaps you w onder a t a l l th is  d i­
v e rs ity  o f la bo r and m a te ria ls , and ye t 
i t  is n o t as ton ish ing  w hen you th in k  
th a t the  o rd in a ry  ba ttle sh ip  has a com­
p lem ent equal to the  po p u a ltio n  o f a 
fa ir-s ized  tow n , and w hen th a t b a ttle ­
sh ip  shoves off fro m  the  beach i t  m ust 
be e n tire ly  se lf-conta ined . A n  e lec tr ic - 
d r ive n  ba ttlesh ip  has a pow er p la n t 
la rge  enough to  generate e lec tr ic  cu r­
re n t to  supp ly  the  needs o f a c ity  o f a 
h u nd red  and f i f ty  thousand in h a b ita n ts . 
A  ship carries fresh  and preserved 
meats, fresh, canned and d ried  vege­
tab les, and groceries to  feed its  crew  
fo r  several m onths. The men m ust be 
k e p t clean and h e a lth y  and amused, and 
the  sh ip  kep t in  op e ra ting  con d ition . 
T h is  means a fresh  w a te r system, 
p lu m b in g  system, lig h t in g  system, te le ­
phone system, a m achine shop, carpen­
te r  shop, fo u n d ry , ba rbe r ship, a store, 
a dispensary, a m ovie thea tre , and m any 
m ore  o f a c ity ’s necessities and conven­
iences no t o ften  th o u g h t o f in  connec­
t io n  w ith  a ship.
The ship is ano the r s to ry  and a b it  
beside the  question. H a v in g  created o u r 
an im a l, i t  is perhaps best to  breathe, 
in to  i t  the  b rea th  o f l i fe  and le t i t  go to 
w ork . The breath o f life , as you have 
a lre a d y  guessed, is money.
I  have to ld  you w h a t we get w ith  
m oney, b u t I  have n o t to ld  you how  we 
get th e  money. Each B ureau o f the 
N a vy  D epartm ent estim ates the am oun t 
o f money w h ich  w i l l  be required to  car­
r y  ou t its  fun c tio n s  fo r  a fiscal year. The 
G overnm ent’s fiscal yea r runs fro m  J u ly  
f i r s t  o f one year u n t i l  June th ir t ie th  o f 
the  next. Thus the  B ureau  o f Supplies 
and Accounts makes an estim ate  fo r  the  
a m o un t re q u ire d  to  pay fo r  the  services 
o f the  officers and en lis ted  men ( th is  is 
th e  la rges t s ing le  a p p ro p ria tio n  made 
fo r  the  Navy, and am ounts to  abou t a 
hu nd red  and f i f ty  m il l io n  d o lla rs ) . I t  
also estim ates fo r  the  am oun t needed to 
purchase the  fu e l, p rov is ions, etc. The 
B ureau of Construction and R epa ir esti­
m ates fo r  the  am oun t needed to  re p a ir 
th e  h u lls  and s tru c tu ra l p a rts  o f ves­
sels, the  B ureau o f E n g in e e rin g  the  
m ach in e ry  and engines. The B ureau o f 
Y ards and Docks estimates the am ount 
to  re p a ir  b u ild in g s  and p u b lic  w o rks  a t 
shore establishm ents. The B ureau  o f 
O rdnance estim ates fo r  the  powder, am ­
m u n it io n  and repa irs  to  N ava l ordnance, 
and  so on. The G eneral B oard  o f the
Navy, composed o f ou r ve ry  ab lest and 
m ost experienced officers, c a re fu lly  con­
siders the fu tu re  needs o f the  fleet, i. e., 
w h a t we w i l l  need, th ree o r  fo u r  o r five 
years fro m  now in  the  w ay o f b a ttle ­
ships, cru isers, destroyers, subm arines, 
a u x ilia rie s , etc. O f course, under the 
te rm s o f the  l im ita t io n  o f arm s tre a ty , 
we can b u ild  no new ba ttlesh ips  fo r  a 
num be r o f years to  come, b u t ou r pres­
ent ships are w earing  out, and eventu­
a lly  we m ust b u ild  to  replace some of 
those w h ich  are now grow ing  old. The 
G eneral B oard  w i l l  te l l  us o u r needs 
and the Technical Bureaus, i.  e., the 
B ureaus o f C o nstruc tio n  and R epa ir and 
E ng inee ring , w i l l  design th e ir  h u lls  and 
engines and estim ate  th e ir  costs. The 
G eneral Board  w i l l  also lo o k  fo rw a rd  to  
our needs o f new navy yards and sta­
tions, and the  extensions and im p rove ­
m ents needed in  o ld  yards. The Bureau  
o f Y ards and Docks w i l l  design and 
estim a te  fo r  these im provem ents . A f te r  
each bureau has made its  estim ates, 
the y  are tra n s m itte d  to  an officer o f the  
Navy, on d u ty  in  th e  N avy D epartm ent, 
know n  as the  N avy B udge t O fficer. He 
assembles these estim ates in  prescribed 
o rd e r and to ta ls  them . T hey then  come 
before the  Secre tary fo r  discussion and 
rev is ion . T hey are then  tra n s m itte d  to  
the D ire c to r o f th e  Budget, the  pos ition  
now  occupied by G eneral L o rd , where 
they  are assembled in  con ju nc tion  w ith  
a l l o th e r estim ates o f the  executive de­
pa rtm en ts  o f the  G overnm ent. A ga in  
the y  are scru tin ized  to  see th a t they 
agree w ith  the  po licy  o f the  P resident, 
and th a t they  come w ith in  the  expected 
revenue. T hey are re tu rn e d  to  the  de- 
pa rtm ent o f o r ig in  w ith  a statement from  
the  D ire c to r o f the  B ureau  o f the  Budg- 
et th a t they  are to  be revised so as no t 
to exceed a ce rta in  to ta l specified by the  
Bureau o f the Budget. A fte r  rev is ion  
the y  are again re tu rn e d  to  the  Bureau 
o f Budget, u s u a lly  in  September. The 
D ire c to r o f the  B ureau  o f the  B udge t 
ho lds hearings on the  estim ates a t w h ich  
the  bureau ch ie fs and others responsible 
fo r  estim ates sub m it th e ir  exp lanations 
in  defense o f the  am ounts requested. 
The D ire c to r o f  th e  B udge t recom ­
mends the am ount under each appro­
p ria tio n  included in  the budget. The 
P res iden t takes fin a l ac tion  on the  es ti­
mates, and the am ounts approved by 
h im  are the am ounts f in a lly  included in  
the  budget.
The budget, w h ich  is presented by the  
P res iden t to  Congress on the  open ing 
day o f the  session beg inn ing  in  Decem- 
be r of  each year, is  a vo lum e con ta in ­
in g  abou t s ixteen hu nd red  pages in  fine 
type o f c losely p r in te d  de ta ils  o f the  
a p p ro p ria tion s  req u ire d  fo r  the  serv­
ice o f th e  G overnm ent d u r in g  the  en­
su ing  fisca l year, tog e the r w ith  es ti­
mates o f the probable revenues of the
G overnm ent. Upon its  rece ip t by the  
House o f R epresentatives i t  is re fe rre d  
to  the  C om m ittee  on A pp rop ria tio ns . 
T h is  com m m ittee  consists o f th ir ty - f iv e  
mem bers, and i t  is th e ir  d u ty  to  recom ­
m end to  th e  House the  ap p rop ria tions , 
w h ich , in  th e ir  ju d g m e n t, shou ld  be 
made fo r  each de pa rtm en t and estab­
lishm en t. F o r convenience in  h a n d lin g  
the  budget th e  C om m m ittee  on A pp rop ­
r ia tio n s  is organ ized in to  sub -com m it­
tees, each sub-com m ittee  h a v in g  as its  
specia l p rov ince the  ap p ro p ria tion s  fo r  
an executive de pa rtm en t o r g roup o f in ­
dependent establishments. The tedious 
le g is la tive  jo u rn e y  o f the  estim ates 
th ro u g h  Congress to  f in a l enactm ent 
in to  la w  m ay no t be as fa m il ia r  to  you 
as i t  is  to  us in  the  service, b u t I  w i l l  
n o t bore you w ith  m ore tha n  a m ere 
re c ita l o f  the  la nd m arks  o f the  jo u rn ey .
F irs t  comes the House Com m ittee’s 
hearings, the d ra ft in to  a leg is la tive  b ill,  
the  b i l l ’s in tro d u c tio n , its  t ra n s m itta l 
to  the  A p p ro p ria tio n s  C om m ittee o f the 
Senate. T h is  com m m ittee ’s hearings, 
the b i l l ’s in tro du c tion , debate, amend­
m ent and passage in  the  Senate, ap­
po in tm e n t o f Conferees by  House and 
Senate to  consider Senate am endm ents. 
The conference, f in a l v o tin g  on con fe r­
ence agreem ents; s ig n in g  by the  Pres­
iden t o f the Senate and Speaker of the 
House o f Representatives, its  tra n s m it­
ta l to  the P resident and fin a lly  h is sig­
na tu re  o r ve to— a p p ro p ria tio n  b ills  
are seldom  vetoed.
The ap p ro p ria tio n s  con ta ined in  the  
N ava l A p p ro p r ia t io n  A c t are o f tw o  
d is tin c t k in ds— the re  are c o n tin u in g  ap­
p ro p ria tio n s  and annua l app rop r ia tio n s . 
The c o n tin u in g  ap p ro p ria tion s  are fo r  
new pro jects , new ships, new  pu b lic  
w o rks , etc., and rem a in  ava ilab le  u n t i l  
expended. A n n u a l ap p ro p ria tion s  are 
made fo r  the  pe riod  o f one year on ly , 
and a ll m oney w h ich  is unob liga ted  a t 
the  close o f the  fisca l year fo r  w h ich  
made, lapses, i. e., i t  is no lo ng e r a v a il­
able fo r  use by th e  N avy. T he  re p a ir 
and supp ly  ap p ro p ria tion s  are annua l 
ap p rop ria tions . In  a d d itio n  to  the  
m oney ap p ro p ria te d  an nu a lly , the re  are 
funds w h ic h  have been created by 
specia l le g is la tio n  fro m  tim e  to  tim e. 
Probably the m ost notable one of these 
funds is the  N aval Supply Account 
F und . M ost o f th e  supplies and equ ip­
age fo r  th e  N avy  are bough t, o r m anu­
fa c tu re d  in  a N avy Y ard , and ca rried  in  
store w ith in  th is  fu n d . As the  supplies 
are used, the  fu n d  is re im bursed  fro m  
the a p p ro p ria tio n  us ing  them . A n o th e r 
such fu n d  is the  C lo th in g  and S m all 
Stores F und , w h ich  finances the  p u r­
chase and m an u fac tu re  o f c lo th in g  fo r  
enlisted men. A no ther fund  is the Hos­
p ita l F und . T w e n ty  cents a m on th  is 
co llected fro m  the  pay o f each officer 
and en lis ted  man, to  he lp support the
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N ava l hosp ita ls . W ith  the  enactm ent 
in to  la w  o f the  N avy ap p ro p ria tion s , the 
money the reby  ap p ro p ria te d  does no t 
become im m e d ia te ly  ava ilab le  fo r  use 
unless so specified i n  the  b i l l .  I t  be­
comes ava ilab le  fo r  use on the  f irs t  day 
o f J u ly  fo llo w in g  the  passage o f the 
b i l l.  I t  som etim es happens th a t Con­
gress, d u r in g  the  stress o f business, does 
no t pass the  a p p ro p ria tio n  b i l l  before 
the  th ir t ie th  o f June. On such occas­
ions, in  the  language o f the  “ Two B la ck  
C row s,”  the  Navy is “ in  an a w fu l f ix .”  
On the one occasion where I  knew 
th is  to  happen, i t  be ing the  long  ses­
sion, however, Congress made ava ilab le  
funds  to  t id e  over u n t i l  such tim e  as 
the  N ava l ap p ro p ria tion s  became a v a il­
able, and we had on ly  a m in im u m  of 
tro u b le . I  have heard o f ano the r oc­
casion, I  th in k  i t  was in  1881, when 
Congress fa ile d  to  enact a p p ro p ria tio n  
le g is la tio n  and ad journed , the  officers 
had to  go to  banks and borrow  money 
to  liv e  on fo r  a year u n t i l  they  cou ld 
again d raw  th e ir  pay fro m  th e ir  pay­
m asters. On the f irs t  o f J u ly , however, 
as a general ru le, the Navy is rich , th a t 
is, i t  has the  en tire  am oun t ap p rop ria ted  
ava ilab le  on the  books o f the  T reasu ry  
D epa rtm en t fo r  its  m u ltitu d in o u s  uses.
There is n o th in g  le f t  to  do bu t to 
spend it ,  and i t  is in  the  spending th a t
I,  as a Supply O fficer, am p a r t ic u la r ly  
in te rested . A l l  m oney except th a t spent 
by N ava l attaches a t ou r va rious  lega­
tions, is d isbursed by officers who are 
bonded to  the  G overnm ent. These o f­
ficers are m em bers o f the  Supply Corps, 
de ta iled  to  act as its  cashier. Of course, 
the  sm a lle r ship, such as destroyers, do 
no t each have a d isbu rs ing  officer, bu t 
a d isburs ing officer is detailed to  each 
d iv is io n , th a t is, to  each fo u r  o r five 
ships.
D isbu rs ing  officers o f s ta tions ob ta in  
th e ir  m oney by re q u is itio n s  upon the  
P aym aster General, who in  tu rn , draws 
a re q u is it io n  on the  T reasu ry  D epa rt­
m ent, and upon the rece ip t o f no tice 
th a t the  m oney is to  th e ir  c re d it in  the  
T reasu ry  D epartm ent, d isbu rs ing  o ffi­
cers are then ready to  d raw  checks to 
secure funds. A ttached  to  each fleet is 
a F lee t Paym aster. A  F lee t Paym aster, 
w hen in  the  U n ited  States, ob tains 
money in  the same way as the d is­
bu rs in g  officers o f shore s ta tions, and 
in  tu rn  supplies the  sh ips ’ d isbu rs ing  
officers w ith  m oney as they  re q u is it io n  
i t  f ro m  h im . W hen abroad, a flee t pay­
m aster ob ta ins m oney by se llin g  b ills  o f 
exchange on the  Secre tary o f the  Navy. 
W hen the  U n ited  States fleet made the 
cruise to  A u s tra lia  in  1925, enough 
U n ited  States go ld was ca rried  to  f i l l  the 
needs o f the  flee t fo r  the  tim e  o f its  v is it  
in  A u s tra lia n  and New Zealand waters. 
The exchange o f th is  go ld in to  A u s tra l­
ian  m oney con s titu ted  a un ique  experi­
ence in  m y career as a pay officer. I t  
was also a fine  exam ple o f in te rn a tio n a l 
courtesy, and o f service to a “ s tranger 
in  a strange la n d .”  Two m il l io n  do l­
la rs, w h ich  was the am oun t ca rried  in  
go ld , is qu ite  a treasure. I t  is also 
qu ite  a burdensom e treasu re  m ere ly  on 
account o f its  w e igh t. I t  w eighs about 
th ree  tons. Now  th ree  tons o f go ld  
cannot be hand led w ith  the  abandon o f 
th ree  t ons o f coal, and I  lo s t some sleep 
w o nd erin g  how  I  was go ing to  tra n s fe r 
i t  to  boats, land  i t  in  Sydney, and tra n s ­
p o rt i t  to  the  bank fo r  exchange, and see 
th a t m oney was p ro p e rly  safeguarded in  
go ing  fro m  and to the ship. O f course, 
arm ed U n ited  States troops cannot be 
landed in  n e u tra l te r r ito ry .  F in a lly ,  a 
few  days before ou r a r r iv a l in  Sydney, 
I  took  the  Consul G eneral in to  m y con­
fidence by means o f the  rad io  and 
c iphe r, and le f t  a l l o f the  de ta ils  to  h im , 
tho ugh  I  d id  no t become acqua inted 
w ith  these de ta ils  u n t i l  ou r a r r iv a l in  
Sydney. T w en ty  m inu tes  a fte r  d ro pp ing  
anchor in  the  ha rb o r o f Sydney, I  was 
in fo rm ed  th a t the re  was someone on 
deck who w anted to  see me. I  fou nd  on 
go ing  on deck th a t i t  was the  m anager 
o f the  A u s tra lia n  B ank o f Commerce, 
th a t he had a tu g  alongside loaded w ith  
the  equ iva len t va lue o f ou r m oney, and 
he also had the m en to  hand le  it .  H is  
men b ro u g h t the  A u s tra lia n  go ld  aboard 
and p u t i t  a longside o f m y safes. Each 
bag o f h is m oney ca rried  the  seal o f h is 
bank to guarantee its  va lue. Each bag 
o f o u r m oney ca rried  the  seal o f the 
U n ited  States m in t. W e exchanged bag 
fo r  bag, h is men ta k in g  the U n ited States 
go ld  as we traded  bags, and p u t i t  
aboard the tug. I  pu t the A us tra lia n  
go ld in to  m y safes. I  suppose the  w ho le  
exchange occupied less than h a lf an 
hour. A t  any ra te , w ith in  tw o  hours 
a fte r dropp ing anchor, every sh ip ’s pay­
m aster was in  possession o f A u s tra lia n  
go ld  to  pay off h is  sh ip ’s com pany, and 
the f irs t  lib e r ty  pa rties  go ing ashore 
were in  possession o f m oney o f the  
c o u n try  to  purchase th e ir  souven irs and 
help them  have a good tim e  ashore. A l l  
m y w o rry  as to  how  the  exchange was 
to  be effected had been in  va in . I  was, 
and s t i l l  am, deeply g ra te fu l to  the  
U n ited  States Consul G eneral and to  the 
m anager o f the  A. B. C. fo r  th e ir  gen­
erous help.
I  should also add a w o rd  o f apprecia­
t io n  fo r  several o th e r bankers o f Syd­
ney, who were kindness its e lf, and who 
w en t ou t o f th e ir  w ay to  see th a t m y 
stay in  A u s tra lia  was pleasant.
I k n o w  th a t  b a n k e r s  in  t h i s  c o u n tr y  
h a v e  th e  r e p u ta t io n  o f  b e in g  h a r d -  
b o ile d , a n d  I d o  n o t  w is h  y o u  to  d r a w  
a n y  in v id io u s  c o m p a r iso n s . I h a v e  m e t  
m a n y  b a n k e r s  a s  a  p a y m a s te r , a n d  
n u m b e r  so m e  o f  th e m  a s  m y  v e r y  b e s t  
f r ie n d s . C e r ta in ly , I k n o w  o f  n o n e  w ith
w hom  I  w o u ld  associate th is  s to ry  w h ich
I  heard  the  o the r day:
A  m an needed to  b o rro w  some m oney, 
so he w en t to  a fr ie n d  and asked h im  
to  recom m end a banker. H is  fr ie n d  to ld  
h im  to  go see a ce rta in  M r. S m ith , and 
to  fu r th e r  id e n tify  h im  added “ You 
know , the  one w ith  the  glass eye.”
A  day o r so la te r  the  fr ie n d  m et the 
m an in  fin a n c ia l d istress, and asked h im  
how he made ou t. The m an th o u g h t a 
m om ent and then  re p lie d : “ I  d id n ’t  see 
m uch d iffe rence in  h is  eyes, except th a t 
the  glass eye seemed m ore fr ie n d ly .”
I  th in k  I  have a rr iv e d  now  a t the  
po in t o f my. exp lanation of the N avy’s 
m ethods where the  a c tiv itie s  are a ll p ro ­
vided w ith  cash and ready to  do bus i­
ness. I t  is a p e n ite n tia ry  offense to in ­
c u r a defic iency in  an a p p ro p ria tio n . 
L ikew ise , m oney under one a p p ro p ria ­
t io n  cannot be used to  suppy the de­
fic iencies in  ano the r a p p ro p ria tio n , so 
we may have p len ty  of cash in  the ag­
gregate, b u t i f  funds are la c k in g  under 
any specific a p p ro p ria tio n , w o rk  cannot 
go ahead under th a t ap p ro p ria tio n . Y ou 
p robab ly  no ticed th a t the re  was consid­
erable ta lk  in  the  loca l papers last year 
about the  fa ilu re  o f the  passage o f th e  
u rg e n t defic iency b i l l .  T h is  was be­
cause the  a u th o r ity  to proceed w ith  the  
w o rk  on the  U. S. S. Nevada a t th is  ya rd  
was conta ined in  th is  u rg en t deficiency 
b i l l,  and w o rk  cou ld  no t be proceeded 
w ith  u n t i l  th is  b i l l  had been d u ly  en­
acted in to  a law .
The bureaus, to  avoid in c u rr in g  de­
fic iencies, sub -approp ria te , o r a llo t  as 
i t  is called, th e ir  ap p ro p ria tion s  to  
wards and ships to  ca rry  on th e ir  par­
t ic u la r  fun c tions . Ship a llo tm e n ts  are 
constant and are fo r  supplies and equ ip­
m ent only. Y ard a llo tm ents are v a r i­
able, depend ing upon w h a t w o rk  is in  
s igh t, and a re  fo r  bo th  la b o r and m a­
te r ia l.  The yards each m on th  m ake 
estim ates o f the  am ounts needed fo r  the 
fo llo w in g  m on th , and these estim ates 
are tra n s m itte d  to  the  respective 
bureaus. They are there m odified as 
occasion demands, and the  ya rd  o r sta­
tio n  m ust then  con fo rm  th e ir  w o rk  to  
the sums a llo tte d  o r answer the  con­
sequences.
I f  an a llo tm e n t were exceeded, o f 
course, ap p ro p ria tion s  w o u ld  be ex­
ceeded and someone w o u ld  go to  ja il.  
We don ’t  w a n t to  prove Ben Johnson 
w rong . The N o r fo lk  N avy Y a rd  is 
ca lled an in d u s tr ia l navy yard . W e have 
ten such yards. Of course, th e ir  pu r­
pose is p u re ly  m il ita ry ,  in  th a t they ex­
is t fo r  the fleet. They are repa ir plants 
where ships m ay come to  be d ry  docked 
and repa ired  in  the  same way th a t an 
au tom ob ile  w o u ld  go to  a re p a ir garage. 
They are ca lled in d u s tr ia l because th e  
ac tiv ities  w h ich go on in  the yard  are 
about the  same as the  a c tiv itie s  w h ic h
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go on in  a com m erc ia l sh ip  ya rd  o r a 
la rge  m a n u fa c tu r in g  p lan t.
The o rgan iza tion  o f the  N o r fo lk  ya rd  
is ty p ic a l o f a ll in d u s tr ia l yards. There  
is f irs t,  its  head, the  C om m andant; then 
th e  O pera tions D epartm ent, headed by 
an officer kno w n  as the  C apta in  o f the  
Yard, who is the Commandant’s exec­
u tiv e  fo r  c a rry in g  on the  p u re ly  m il i ta ry  
du ties  o f the  ya rd , such as ship m ove­
m ents w ith in  the  ya rd , the  p o lic in g  of 
th e  ya rd , the  fire  p ro te c tion  and the  
h a n d lin g  o f ya rd  c ra ft. C o-ord ina te  
w ith  the  O perations D e pa rtm en t is the 
In d u s tr ia l D epartm ent, headed by the  
Manager, the Commandant’s executive 
fo r  c a rry in g  on the  in d u s tr ia l a c tiv itie s  
o f the  yard . In  the  In d u s tr ia l D e pa rt­
m en t are va rious  shops such as the  
fo u n d ry , m achine shop, s h ip f it te r  shop, 
p ioneer shop, and a l l the  res t o f the  
trades w h ich  c o n trib u te  to  the  keep ing 
o f  the  fleet f i t  and up to  the  m in u te  in  
po in t of m ate ria l efficiency.
P rob ab ly  the re  is m uch w o rk  w h ich  
goes on in  the  N avy ya rd , w h ich  you do 
n o t dream  can be accom plished there . 
F o r  instance, o u r fo u n d ry  is one o f the  
m ost e ffic ien t steel fou n d rie s  in  the  
U n ited  States. A  la rge  vo lum e o f pe r­
fe c t castings o f steel are tu rn e d  ou t in  
th is  fo u n d ry , the  greatest w e ig h t o f a 
s ing le  casting  to  date be ing tw en ty -n in e  
thousand fo u r hundred and s ix ty  
pounds. The fo u n d ry  also casts steel 
anchor chain, a h ig h ly  in tr ic a te  and in ­
te res ting  process.
Then the re  is the  sheet m e ta l shop, 
now  m a n u fa c tu rin g  a lu m in u m  fu rn itu re  
fo r  the  new scout cru isers. There is ou r 
ga lva n iz in g  and p la tin g  shop, w here we 
s ilve r-p la te  the  tab lew are  used in  the  
o ffice rs ’ messes. I f  I  were to  enum er­
ate a l l th a t goes on in  the  ya rd  in  the  
w ay o f in d u s tr ia l a c tiv itie s , i t  w ou ld  
p ro b a b ly  take the  rest o f the  day.
I t  is the  In d u s tr ia l M anager’s job , 
w ith  the  he lp o f h is assistants, o f course, 
to  so p lan  h is  w o rk  and assign h is  men 
and m ateria ls  th a t when the w o rk  is ac­
com plished, i t  w i l l  have been done w ith ­
in  the  estim ates he has made and w ith in  
th e  a llo tm e n ts  unde r the  ap p ro p ria tion s  
made by the  bureaus. P la y in g  its  im ­
p o r ta n t ro le  in  th is  b ranch o f the  w o rk  
is  the  A ccou n tin g  D iv is io n , where each 
day the  tim e  o f each em ploye o f the  
y a rd  and the va lue  o f a l l m a te r ia l used 
m us t be recorded aga inst the  various  
jobs o f w o rk . I t  w o u ld  be ve ry  t ir e ­
some fo r  me to  te ll you abou t a l l the  
in tr ic a te  steps lead ing  fro m  the  o r ig in  
o f  w o rk  on board ship th ro u g h  its  ac­
com p lishm en t to  the  reco rd  aga inst its  
p ro p e r a p p ro p ria tio n  and re p o rt in g  o f 
its  cost. I t  suffices to  say i t  is  d e ta il 
w o rk  reduced to  system and v e ry  es­
se n tia l in c id e n t to  keep ing w ith in  the  
a llo tm e n ts , and so w ith in  the  appro­
p ria tio n s . The m anner o f its  do ing, 
though , is fa r  fro m  u n in te re s tin g . I  
would suggest th a t th is  is  one book­
keeper who is  r eally deserving o f an 
audience, fo r  he has som eth ing  con­
crete to  show you in  h is  H o lle r ith  m a­
chines, w h ich  take  thousands o f l i t t le  
cards, so rt them  to  th e ir  p rope r accounts 
and add and ta b u la te  them .
Then there  is the  S upply D epartm ent, 
whose du ties  are to  purchase and m a in ­
ta in  a stock o f a l l o f the  m a te ria ls  
w h ich  are needed by the navy yard , and 
to  issue them  w hen the y  are needed.
I  have a lready  touched on the  v a r ie ty  
and k in ds  o f stock ca rried  by the  Sup­
p ly  D epartm ent.
The M ed ica l D epa rtm en t looks a fte r  
the  physica l w e lfa re  o f a l l o f the  officers 
and en lis ted  m en attached to  the  yard , 
examines a l l  the  c iv i l employees on o r ig ­
in a l en try , and attends those employees 
who m ay have the  m is fo rtu n e  to  meet 
w ith  accidents in  the  yard . In  general, 
i t  handles a ll m atters o f health  and sani­
ta tio n  fo r  the yard. There is the M arine 
B arracks. The M arine  Corps I  have no t 
m entioned he re to fo re , n o t because I  
have fo rg o tte n  th a t they  are a p a rt o f 
the  Navy, b u t because the y  are so la rge  
as to  fo rm  a lm ost a separate e n tity . 
T hey have a separate o rg an iza tio n  o f 
th e ir  own, and re a lly  have no place in  
the  present discussion.
In  conclusion I  desire to  c a ll a tte n ­
tio n  to  a few  th in g s  w h ich  in  o u r busy 
and com plica ted l i fe  o f today  you per- 
haps m ay never have th o u g h t o f. The 
N avy is dependent upon ships o f m any 
types to  f u l f i l l  i t s  m ission, w h ich  m ust 
be b u ilt ,  m anned, and ready to  operate 
when, and if ,  w a r is declared. There  is 
a p ro pe r balance or ra t io  between a ll 
types o f ships, also between a ll ships 
and shore sta tions. One type o f ship 
cannot be sub s titu ted  fo r  ano the r type. 
The W o r ld  W a r ta u g h t th e  genera l pub­
lic  th a t the re  were m any k in ds  o f so l­
d iers— a rtille ry m e n , cava lrym en, ma­
chine gunners, in fa n try m e n , av ia to rs , 
e tc .; th a t each served some p a r tic u la r  
use, pe cu lia r to  them selves; th a t  each 
depended fo r  success upon the  o ther, 
and th a t ce rta in  num bers o f each were 
welded together to  fo rm  a whole called 
an A rm y  Corps.
A n  exactly  p a ra lle l c o n d itio n  exists 
in  the N avy as to  its  types o f ships and 
its  fleets. M any fac to rs  e n te r in to  the  
estab lishm en t o f the  ra t io  o f the  types 
o f ships to  the  fleets. I t  is the  nava l 
o fficers’ jo b  to  kno w  these fac to rs  and 
to  recom m end to  Congress th e  num bers 
and k in ds  o f ships w h ich  are needed to 
g ive a p ro p e rly  p ro p o rtio n e d  N avy. 
U nder the  C o n s titu tio n , Congress is the  
pow er w h ich  g ran ts  the  funds  to  b u ild  
them . Congress can o n ly  re flec t the  sen­
t im e n t o f the  c it iz e n ry  w h ich  elects it .
So in  the  fin a l analys is  you gentlem en 
here today  have y o u r share in  de ter­
m in in g  w hether the na tion  has the Navy 
i t  needs o r no t. You cannot be expected 
to  kno w  a l l abou t the  techn ica l phases 
o f the  navy, b u t you can estab lish  a 
ra t io  fo r  yourselves w h ich  m ay be he lp ­
f u l in  passing ju d g m e n t on w h a t to  
spend fo r  th e  navy. T h is  is the  rich es t 
n a tio n  on the  globe— rich es t in  fa rm s, 
r ich es t in  m ines, rich e s t in  factories, 
and rich es t in  the  happiness o f its  peo­
ple. Is th ree  hund red  and tw en ty -five  
m il l io n  do lla rs  a lo t,  o r  even an ade­
quate sum o f m oney to  expend to  secure 
these blessings?
T A L K IN G  SHOP
( C o n t in u e d  f r o m  p a g e  200)
WE are indebted to  W a lte r Peyser, 
C. P. A., fo r  the  descrip tion of an 
unusual business, and its  problems. He 
has a c lien t who makes do ll clothes. This  
business is conducted in  a novel m anner 
on the producing side. The m anufacture r 
buys and cuts the m ateria ls . He ad­
vertises in  ru ra l newspapers fo r  women 
to do home w ork . These women ind ica te 
the approxim ate num ber they w ish  to  
make, and they are fu rn ished  w ith  the 
m a te ria l and in s tru c tion s  fo r  m ak ing  the 
garments. W hen they have completed 
one lo t, they send them  to New York, 
and a check in  paym ent is im m edia te ly  
issued. I f  they w a n t to  make more, and 
th e ir  previous needlework is  satisfactory, 
more m a te ria l is  shipped.
To the m a jo r ity  of these farm ers ’ w ives 
and daughters, th is  do ll money represents 
nearly  a l l the  ready cash they get fo r  
themselves. To most of them, i t  is  a 
means to  a very  defin ite end, more often 
than not Christm as money. The resu lt 
is th a t they do not cash th e ir  checks 
u n til enough of them  have accumulated 
to  equal the  am ount they want. F o r the 
aud ito r i t  means th a t he has to  ca rry  an 
alm ost appa lling  num ber o f ou tstanding 
checks, fo r  m onths a t a tim e. Over a 
year is no t uncommon. N a tu ra lly  some 
means of lessening the labor o f recon­
c ilia t io n  had to  be devised, and th is  is  
w hat M r. Peyser does.
In  the f irs t place a ll checks fo r  labor 
are draw n on a separate account, and 
entered in  a separate reg ister. Each 
m onth the outstand ing checks fo r th a t 
m onth are lis ted  on a separate w o rk  sheet. 
Then as they come in  in  subsequent 
m onths they are crossed off the l is t ;  the 
to ta l crossed off each m onth is subtracted 
from  the preceding to ta l, u n t il f in a lly  the 
last check has come through . Then each 
m onth a sum m ary o f a ll the  m on th ly  ba l­
ances o f outstandings is  made and the 
sum m ary to ta l is  the  am ount of a l l the 
checks outstanding.
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Questions and Answers Department
A  P A R T N E R S H IP  PRO BLEM
A  reader asks the fo llow ing  question: 
“ A, B, and C are equal partners en­
gaged in  buy ing and se lling  automobiles. 
C sells a car fo r $1,200 and accepts the 
note of the purchaser in  payment. W hen 
A and B learn of the sale ten days la ter, 
they disapprove of the transaction . A  
offers to  sell h is in te rest in  the note fo r 
35 per cent, and B offers h is in te rest at 
40 per cent. C accepts th e ir  offers and 
buys the note and assumes a ll of the r is k  
o f loss. Three weeks la te r C sells the 
note fo r  $1,000. W hat jo u rn a l entries are 
required on the pa rtnersh ip  books?” 
Obviously, each pa rtne r has an in te rest 
of $400 in  th is  note and A ’s offer indicates 
th a t he is w ill in g  to accept a guaranty 
o f a m in im um  loss of 65 per cent of his 
in te rest a t th is  tim e, and B is w ill in g  to 
accept a present loss of 60 per cent of 
h is in te rest in  the note. These losses are 
equivalent to a reduction of cap ita l in  
the case of A  of $260, and B $240, a to ta l 
o f $500 fo r  A  and B. The sale of the 
note to  C is equivalent to  the w ith d ra w a l 
by C of the am ount of the note less the 
value surrendered by A  and B, w h ich  
leaves a charge to  C’s cap ita l account of 
$700. The fo llo w in g  jo u rn a l e n try  would, 
therefore, be required:
A — C a p i ta l  A c c o u n t .........................$260
B — C a p i ta l  A c c o u n t .........................240
C— C a p i ta l  A c c o u n t ....................... ..700
N o te s  R e c e iv a b le  ....................  $1,200
As the note was the personal p roperty  
of C a t the tim e  i t  was sold fo r $1,000, 
no entries are required on the pa rtnersh ip  
books to  reco rd  th a t transac tion .
D IV ID E N D S  D EC LA R E D  FROM A P ­
P R E C IA T IO N  OF F IX E D  ASSETS
One of our readers has raised an in ­
te resting  question in  regard to the declar­
a tion  of dividends from  a surp lus a ris ing  
fro m  unrealized appreciation:
“ A  corpora tion has an earned surplus 
of $100,000 and a surplus from  unrealized 
appreciation of fixed assets am ounting to 
$400,000. The company desires to issue 
a stock d iv idend of $450,000, thereby re­
ducing th is  surplus to an earned surplus 
of $50,000. Can th is  be lega lly  done, and 
w hat w i l l  be the jo u rn a l entries?”
The answer to th is  question depends on 
the statutes of the state in  w h ich  the 
company is incorporated. The statutes 
of some states appear to be draw n w ith  
the object of preven ting e ither the declar­
a tion  or the payment o f dividends except 
fro m  the surplus p ro fits  resu ltin g  from  
the operation of the business. I t  is  the 
general rule, however, th a t where a cor­
pora tion  is not p roh ib ited  by specific sta t­
ute i t  may declare dividends out of the
E D IT O R , W . T . S U N LE Y , C. P. A . 
(M ic h .)
E d u c a tio n a l D ir e c to r , I n te r n a t io n a l  A c ­
c o u n ta n ts  S o c ie ty ,  In c .
excess of i ts  a s se ts  o v er a n d  above th e  
to ta l  l ia b i li t ie s  a n d  c a p ita l  sto ck . In  
th o se  s ta te s  w h e re  su ch  a  ru le  is  in  effect 
th e  d e c la ra tio n  of th e  s to ck  d iv id e n d  in  
th e  c irc u m s ta n c e s  s ta te d  in  th e  q u e stio n  
w o u ld  u n d o u b ted ly  be lega l. T h e re  is 
a  re c e n t s ta tu te  w h ic h  a u th o r iz e s  th e  p a y ­
m e n t of a  s to ck  d iv id e n d  fro m  su rp lu s  
a r is in g  fro m  a p p re c ia t io n  a n d  spec ifica lly  
p ro h ib its  a  cash  d iv id e n d  fro m  th is
source .
T h e  re q u ire d  jo u rn a l  e n tr ie s  a r e  as 
fo llo w s:
E a r n e d  S u rp lu s  .................. $50,000
S u rp lu s  f ro m  A p p re c ia t io n  400,000
D iv id e n d s  P a y a b le  . . . .  $450,000
D iv id e n d s  P a y a b le  ............. 450,000
C a p i ta l  S to c k  Is s u e d  . . 450,000
SO LU TIO N  TO PR O B L E M  NO. 6 , P A R T
II , O F PR A C T IC A L  ACCO UNTING , 
D IS T R IC T  O F CO LU M BIA  C. P . A. 
E X A M IN A T IO N , MAY, 1929.
P r o c e d u re  o f  S o lu t io n
In  so lv in g  th is  p ro b lem  th e  p r in c ip a l  
p o in t to  be  o b served  is  th a t  fa ir ly  d e fin ite  
g e n e ra l ru le s  h av e  been  e s ta b lish e d  fo r 
th e  g u id an c e  of a u d ito rs  in  p re p a r in g  a n d  
c e r t ify in g  to  b a lan ce  sh e e ts  g iv in g  effect 
to  p ro p o sed  f in an c in g . T h ese  ru le s  r e ­
q u ire , fo r  exam ple , t h a t  th e  a u d ito r  m u s t 
sa t is fy  h im se lf  t h a t  th e  c o n tra c t  fo r  u n ­
d e rw r it in g  th e  new  se c u ri t ie s  is m ad e  
w ith  a  re sp o n s ib le  h o u se  a n d  th a t  th e  
le a s t  p o ssib le  u n c e r ta in ty  e x is ts  w ith  re f ­
e ren ce  to  th e  co n su m m a tio n  of th e  f in an ­
c in g  p ro g ram . I t  is  e s se n tia l  a lso  th a t  
a p p ra is a ls  of p ro p e rt ie s  be m ad e  by 
v a lu a to rs  w hose com p eten cy  a n d  in te g r i ty  
m ee t w ith  th e  a u d ito r ’s ap p ro v a l.
H a v in g  sa tis fied  h im se lf  on  th e se  de­
ta i ls  th e  a u d ito r , w ho  in  th is  in s ta n c e  
h a s  p e rso n a lly  a u d ite d  th e  reco rd s , w ould  
be p re p a re d  to  a d ju s t  th e  t r ia l  b a lan ce  
by th e  fo llo w in g  jo u rn a l  e n tr ie s :
C a s h  ........................................... $100,000
C o m m o n  S to c k — N o P a r
V a lu e  .................................
T o  re c o rd  th e  s a le  o f
10,000 s h a r e s  o f  no  p a r
c o m m o n  s to c k  to  ( ------- )
b a n k e r s  a t  $10.00 p e r  
s h a re .
P r e f e r r e d  S to c k  ..................
S u rp lu s  ......................................
N o te s  P a y a b le  ..................
C a s h  ......................... . . .  .
T o  re c o rd  c a n c e lla tio n  
o f o b l ig a tio n s  p e r  t e r m s  o f 
f in a n c in g  a g re e m e n t.
L a n d , B u ild in g , a n d  M a ­
c h in e ry  .................................  350,000
S u rp lu s  f ro m  A p p re c ia ­
t io n  ........................................  350,000
S e t t in g  u p  a p p re c ia t io n  
o n  a s s e ts  a s  p e r  a p p r a i s a l
o f  ( ------- ) A p p r a is a l  C o-
p a n y .
No entries are required fo r the option 
given the bankers to purchase 50,000 ad­
d itio n a l shares at $10.00 per share. The 
bankers may or m ay not exercise th e ir  
option. I t  is also not necessary to  make 
any ad justm ent on account of the pro­
posed m axim um  sale price of $12.50 per 
share, as th is  has no effect on the cor­
po ra tion ’s financia l statement.
A  Company 
B A LA N C E  S H EET 
December 31, 1928 
(A fte r  g iv in g  effect to  the proposed 
sale of 10,000 shares of Common Capita l 
Stock of no par value a t $10.00 per share, 
and the app lica tion  of the proceeds to 
the re tirem en t of $50,000 par value Pre­
fe rred  Stock at 105 and in  the reduction 
of notes payable, in  accordance w ith  the 
contract of sale dated December 30, 1928.)
A S S E T S
C u r r e n t  A s s e ts :
C a s h  ...................................... $10,000
A c c o u n ts  R e c e iv a b le  . . .  50,000 
I n v e n to r ie s  .........................  240,000
T o ta l  C u r r e n t  A s s e ts .  $300,000
F ix e d  A s s e t s :
L a n d , B u ild in g  a n d  M a ­
c h in e ry  ( a s  a p p ra is e d
b y  th e  -------  A p p ra is a l
C o m p a n y )  ....................  500,000
F u r n i tu r e  a n d  F ix t u r e s .  40,000
T o ta l  F ix e d  A s s e t s . . .  540,000
D e fe r re d  C h a r g e s  to  F u ­
tu r e  O p e ra tio n s  :
D e fe r re d  E x p e n s e s  . . . .  5,000 
O rg a n iz a t io n  E x p e n s e s .  5,000
T o ta l  D e fe r re d  C h a rg e s  10,000
T o ta l  A s s e ts  .................. 850,000
L I A B I L I T I E S  
C u r r e n t  L i a b i l i t ie s :
N o te s  P a y a b le  .................. 2,500
A c c o u n ts  P a y a b le  ..........  50,000
T o ta l  L ia b i l i t ie s  . . . .  52,500
N E T  W O R T H
C a p i ta l  S to c k :
P r e f e r r e d  S to c k  ...............  250,000
C o m m o n  S to c k  (20 ,000 
s h a r e s  is s u e d  o f  a u ­
th o r iz e d  100,000 s h a r e s  
o f n o  p a r  s t o c k ) ..........  150,000
400,000
S u r p lu s :
E a r n e d  S u r p lu s  $47,500 
S u rp lu s  f r o m
A p p re c ia t io n  350,000 397,500
T o ta l  N e t  W o r th  797,500
T o ta l  L ia b i l i t ie s
a n d  N e t W o r th  850,000
$ 1 0 0 , 0 0 0
50,000
2,500
47,500
1 0 0 , 0 0 0
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A u d i to r ’s  C e r tif ic a te
We have audited the books and ac­
counts of the A  Company fo r the year 
ended December 31, 1928, and have ex­
am ined the con tract dated December 30, 
1928 fo r  the sale of 10,000 shares of No 
Par Common Stock at $10.00 per share; 
and we c e r t ify  th a t in  our op in ion the 
above balance sheet shows the financia l 
cond ition  of the company at December
31, 1928, a fte r g iv in g  effect to  the financ­
in g  agreement mentioned, to  the applica­
tion  of the proceeds as set fo r th  above, 
and to  the appra isal o f fixed assets by 
the  -----------------  A ppra isa l Company.
B. B. B LA N K ,
Certified Pub lic Accountant.
Note to the exam iner: The above solu­
tio n  is offered upon the basis th a t the 
au d ito r has satisfied h im se lf upon a ll the 
po in ts covering the p ro p rie ty  of the is ­
suance of th is  type of statem ent and 
certificate.
BOOK REVIEWS
CO RPO RATE E A R N IN G  PO W E R , by
W ill ia m  L . Crum. Published by Stan­
fo rd  U n ive rs ity  Press, S tanford U n i­
vers ity , C a lifo rn ia . 342 pages. P rice 
$5.00.
T h is  is the  th ird  book issued in  the 
S tanford Business Series. I t  presents 
an analysis and in te rp re ta tio n  of the 
s ta tis tics  on corporate cap ita l and in ­
come w h ich  have been published annu­
a lly  since 1916 by the U. S. T reasury 
in  connection w ith  the  taxa tion  of cor­
porate income. The data on w h ich  the 
book is based are, therefore, the most 
comprehensive and most nearly  un ifo rm  
of any available s ta tis tics  on corporate 
industry . The results are presented in  
both tab u la r and graph ic form . The 
in te rp re ta tio n  o f the observed re la tio n ­
ships is orderly  and detailed. A  valuable 
add ition  to the lib ra ry  of any accountant 
having clients o f the investing  type.
P U B L IC  U T IL IT Y  F IN A N C E , by W a lte r 
E. La ge rqu is t. Pub lished  by A . W . 
Shaw Company. 671 pages. Price 
$7.50.
T h is  book, w h ich  has been out fo r 
tw o years, was published fo r the In s t i­
tu te  of Research in  Land Economics 
and Pub lic U tilit ie s . R ichard  T. E ly , 
E d ito r-in -ch ie f, and H e rbe rt B. Dorau, 
M anaging E d ito r. I t  presents a vast 
am ount of m ate ria l on a subject w h ich  
at the present tim e  is m uch discussed 
in  the public press. The basis of the 
tex t is a care fu l study of the economic 
p rinc ip les  un de rly ing  pub lic  u tilit ie s , 
bu t several of the chapters deal w ith  
concrete problem s of revenues, costs, de­
precia tion, replacements, reserves, etc., 
a ll o f w h ich  are in te res tin g  to  the pub­
lic  accountant.
A U D IT O R S ’ REPO RTS A N D  W O R K ­
IN G  PA P ER S , by De W it t  C a rl Eg- 
gleston  C. P. A. Published by John 
W ile y  & Sons, Inc., New York. 305 
pages. P rice $5.00.
T h is book is the n in th  in  the W ile y  
Accounting Series of w h ich  H ira m  T. 
S cov ill is Ed ito r- in -c h ie f. P a rt I  con­
ta ins sets of papers reproduced covering 
the businesses of pub lish ing , cotton 
goods converter, investments, stock 
brokerage and th row n  s ilk . P a rt I I  con­
ta ins  five il lu s tra t iv e  reports covering 
a departm ent store, a m in in g  company, 
a m anufactu ring  company, pub lic  u t i l ­
i t y  company, and a pub lic  service com­
pany. The book is a companion volume 
to A ud itin g , Theory and Practice, by 
the same author.
T R A D E  ASSO CIATIO NS— T H E  L E G A L  
ASPECTS, by B e n ja m in  S. K irs h . 
Published by the C entra l Book Com­
pany, New Y ork. 271 pages. Price 
$5.00.
T h is  volum e was w r itte n  in  an a t­
tem pt to  survey the legal aspects of 
the post-war trade associations. I t  con­
siders w hat seem to  be the most im p o rt­
ant trade association functions and prob­
lems th a t are generally encountered. I t  
is  no t intended to  be a digest of decided 
cases but ra the r an analysis of the legal 
aspects of policies and practice. The 
subjects dealt w ith  are considered in  
re la tio n  to the economic and business 
se tting  of problems discussed, a lthough 
the legal aspects are stressed. I t  is rec­
ognized th a t there is a g row ing  necessity 
fo r  cooperative effort in  the present-day 
organ ization of in d u s tr ia l and commer­
c ia l enterprises.
L E G A L  ACC O U NTIN G  A N D  COURT 
A U D IT IN G , by H e rb e rt L . Davis. 
P ub lished by the  V ernon Law  Book 
Company, Kansas C ity , Mo. 79 6 
pages. P rice  $10.00.
The a u th o r was fo r  m ore than tw e lve  
years C ourt Referee and A u d ito r  o f the 
Supreme C o urt o f the  D is tr ic t  o f Co­
lu m b ia  and Special M aster in  m any m a t­
te rs in c lu d in g  the L e ite r  Estate, U n ited  
States T ru s t Company, Condem nation 
Proceedings, etc. W ith  the ra p id  in ­
crease in  cou rt accoun ting  bo th  as to 
num ber and am ounts invo lved , the  prac­
tic in g  accountant w i l l  welcom e such an 
au then tic  reference w o rk  as th is . A c­
countan ts are be ing named as receivers, 
trustees, etc., m uch m ore fre q u e n tly  
than  fo rm e rly , hence the  need fo r  a 
m ore de ta iled  acquaintance w ith  these 
practices. A  lis t in g  o f the  chapters is 
as fo llo w s : M asters in  Chancery, C ourt
A ud ito rs  and Referees; Chancery Courts. 
A m erican  and E n g lish  Procedure and 
P rac tice ; In h e re n t Powers o f F edera l 
and S tate C ourts ; J u r is d ic t io n  in  
E q u ity ; Law  o f C ontracts ; Banks and 
B a n k in g ; P rocedure and P ractice  o f 
State C ourts ; P a ten t Causes; C o ns titu ­
tio n a l Law , and its  R e la tio n  to  the  
W o rk  o f C o urt A u d ito rs , M asters and 
Referees; P ro v a b ility  o f C la im s; H e a r­
ings and P rocedure ; Testim ony and 
E vidence; T ru s t Estates; Fees, Com­
m issions and A llow ances; Dowers, C u r­
tesy and L ife  E s ta te ; C orpora te and In ­
d iv id u a l F id u c ia rie s ; A d m in is tra tio n  
Causes; Law  of P erpetu ities; Debts 
and Legacies; Condem nation Law s; In ­
surance A ccou n tin g ; Revised Rules o f 
the  Supreme C o urt o f the  U n ited  States, 
effective J u ly  1, 1928; R ules o f P rac­
tice  fo r  the  C ourts  o f E q u ity  o f the  
U n ited States; S ub jective  Ind ex ; Table 
o f Cases C ited.
T H E  D A W E S  P L A N  A N D  T H E  N E W  
ECONOM ICS, by George P. A u ld . 
Published by Doubleday, Page & Co., 
Garden C ity , New York. 317 pages. 
T h is  volume was presented to The 
Am erican Society L ib ra ry  by Hom er A. 
Dunn. M r. A u ld  was the Accountant 
General o f the R eparation Commission. 
A  review er of the  w o rk  says, “ T h is  
dispassionate, conscientious and il lu m i­
na ting  study of the Dawes P lan is the  
best and most o r ig in a l con tribu tion  yet 
made to  e n lig h ten m en t on the  rep ­
a ra tion  tangle.”  Just now when the 
w o rld  is considering the newer Young 
repara tion  settlem ent a review  of the  
o rig in a l p lan is especially he lp fu l.
N E W  A R B IT R A T IO N  
H E A D Q U A R T E R S
The A m erican  A rb itra t io n  Associa­
t io n  announces the  open ing o f its  new 
A rb itra t io n  tr ib u n a ls  on the  tw e n ty - 
n in th  f lo o r o f the  L e fc o u rt N a tio n a l 
B u ild in g , 521 F i f th  A ven ue , New Y o rk  
C ity , and the  estab lishm en t o f a na­
tio n a l system o f tr ib u n a l fa c ilit ie s  in  
sixteen hund red  c ities  and towns in  the  
U n ited  States. The tr ib u n a ls  are a v a il­
able to  the  p u b lic  and business gen­
e ra lly . A n  o ffic ia l open ing and inspec­
t io n  o f the  new executive headquarters 
and a rb itra t io n  tr ib u n a ls  was he ld on 
Tuesday, M ay 14, 1929,  a t fo u r  o ’c lock.
STATE BOARD NEWS
OHIO
Announcement is made of the appo int­
ment of Louis C. Weiss, C. P. A., o f 
Cleveland, as a member of the State 
Board of Accountancy to  succeed E. S. 
Thomas.
The S tandard  O perating S tatem ent
The N a tiona l Association of C red it Men 
has recently  sent out a Standard Oper­
a tin g  Statem ent w h ich  is he rew ith  re­
produced.
The accom panying document says th a t 
the statem ent was adopted “ fo r  supple­
m enta ry and con junctive  use w ith  finan­
c ia l statements in  order to  increase 
accuracy and ce rta in ty  in  c red it m an­
agement.”
There is a close re la tionsh ip  w h ich  
should ex is t between c red it men and 
pub lic  accountants. I t  is, therefore, in ­
te resting  to  note the reasons given w hy 
c red it men should ask customers fo r 
opera ting statements and we reproduce 
the three paragraphs covering th a t po in t:
“ The proper analysis o f a financia l state­
m ent cannot be made unless i t  is sup­
plemented by an opera ting statement. Is 
the customer opera ting a t a p ro fit— is he 
m aking money? The answer to  th is  ques­
tion  w i l l  disclose the basic c red it strength 
or weakness of a company—and th is  an­
swer can be obtained on ly  fro m  an oper­
a tin g  statement. U n fo rtu na te ly  cred it 
men have not given the proper a tten tion  
to th is  p a rtic u la r source of in fo rm a tio n  
and as a resu lt the re  have been m illio n s  
of do lla rs in  unnecessary c red it losses.
“ You not on ly need a p ic tu re  of a 
debtor’s business as supplied by a finan­
c ia l statem ent— you need to know  how 
th a t p ic tu re  was a rrived  at th rough  the 
analysis o f a p ro fit and loss statement. 
The re la tion  of net p ro fits  to  the net 
w o rth  of a company is one of the most 
im p o rtan t ind ica tions a cred it executive 
can obtain. The opera ting  statem ent in ­
dicates trends— the financia l statement 
conditions. Bank loan ing officers gener­
a lly  requ ire  a p ro fit and loss statement 
before approving  loans— the commercial 
c red it executive should in s is t on the same 
requirem ents.
“ Resistance may be met a t firs t bu t edu­
cationa l efforts and con tinua l requests 
w i l l  soon induce you r customer to  give 
th is  ve ry  pe rtine n t and valuable in fo r ­
m ation. Y our customer w i l l  be as h ig h ly  
benefited th rough  g iv in g  th is  in fo rm a tio n  
as you w i l l  be in  rece iv ing  it .  The debtor 
who refuses to  supply an opera ting state­
m ent is g iv in g  a danger s ignal— and the 
c red it executive needs an in s trum en t to 
uncover danger signals.”
We should be glad to  receive comments 
wh ich any of our readers may desire 
to  make on the O perating Statement 
w h ich  has been suggested. Had you 
been assigned the job of p reparing  a 
proposed statement, w ha t item s w h ich  
have been suggested w ould you have 
om itted, and w ha t item s w h ich  are 
om itted w ould you have included?
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STANDARD OPERATING STATEMENT
OF
TO
( F o r m  A d o p te d  a n d  R e c o m m e n d e d  b y  th e  N a t io n a l  A s s o c ia t io n  o f  C re d it  M e n .)
The fo llo w in g  Statement shows the exact cond ition  under w h ich  I  (we) ,
------------------- ----------------------------------------- , operated m y (o u r) business du rin g
the period _______________________ , 19— , to  _______________________ , 19 -  , inc l.
T h is  Statement is subm itted to  you to  supplement our F ina nc ia l o r P roperty  
S tatem ent and in  order th a t you may correctly  judge m y (o u r) financia l 
cond ition  fo r  the purpose o f extending c red it accommodations.
1. C a s h  S a le s , le s s  r e tu r n s  a n d  a llo w a n c e s  ......................................  $---------------
2. C h a rg e  S a le s , le ss  r e tu r n s  a n d  a llo w a n c e s  ................................. ....................
3. T o ta l  S a le s , le ss  r e tu r n s  a n d  a llo w a n c e s  ..........................................................  $
4. M e rc h a n d is e  S to c k  on  H a n d  a t  b e g in n in g  o f a b o v e  p e r io d . . $---------------
( A t  C o st or M a r k e t  P r ic e , w h ic h e v e r  is  lo w e r )
C h ec k  w h ic h  : C o st— M a rk e t.
5. P u rc h a s e s ,  P lu s  In c o m in g  F r e ig h t  a n d  D ra y a g e ,  fo r  a b o v e
p e rio d  .............................................................................................  ....................
( A t  C o st o r  M a r k e t  P r ic e , w h ic h e v e r  is  lo w e r)
C h ec k  w h ic h  : C o st— M a rk e t.
6. T o ta l  ( l in e  4 p lu s  5 ) ..............................................................................  $---------------
D E D U C T :
7. M e c h a n d ise  S to c k  o n  H a n d  a t  e n d  o f  a b o v e  p e rio d  ............. $---------------
( A t  C o st o r  M a r k e t  P r ic e , w h ic h e v e r  is  lo w e r)
C h ec k  w h ic h  : C o s t— M a rk e t.
8. C o s t o f  M e rc h a n d is e  S o ld  ( l in e  6 m in u s  7 ) ..........................................................  $-
9. T h e  R e s u lt  is  th e  G ro ss  P r o f i t  ( l in e  3 m in u s  8 ) ........................................... $
D E D U C T  E X P E N S E S :
10. P r o p r ie to r ’s o r  O fficers’ S a la r ie s  ..................................................... $---------------
11. P a y r o l l— A ll O th e rs . In c lu d in g  C o m m iss io n s  P d . E m p lo y e e s
12. R e n t  ( o r  O p e ra t in g  C o st i f  on  O w n P r o p e r ty )  .......................
13. H e a t ,  L ig h t  a n d  P o w e r  ...........................................................................
14. D e liv e ry  E x p e n s e  ..........................................................................................
15. Ic e  o r  R e f r ig e r a t io n  ...................................................................................
16. S u p p lie s  ..............................................................................................................
17. A d v e r t is in g  .......................................................................................................
18. I n te r e s t  ................................................................................................................
19. In s u ra n c e  ...........................................................................................................
20. U . S. In c o m e  T a x e s  ...................................................................................
21. A ll O th e r  T a x e s  a n d  L ic e n se s  ............................................................
22. R e p a ir s  a n d  R e p la c e m e n ts  ....................................................................
23. D is c o u n ts  A llo w ed  ........................................................................................
24. M isc e lla n e o u s  O p e ra t in g  E x p e n s e s  (E x p la in  C h ie f  I te m s
o n  B a c k  o f  S h e e t)  ...............................................................
25. D e p re c ia tio n  ......................................................................................................
26. A c c o u n ts  C h a rg e d  Off ..............................................................................
27. T o ta l  E x p e n s e s  ( l in e s  10-26, in c lu s iv e )  ...............................................................  $
28. B a la n c e  R e p re s e n ts  N e t  P r o f i t  ( o r  L o s s )  f ro m  O p e ra tio n s
( lin e  9 m in u s  lin e  2 7 ) ................................................................................  $
A D D :
29. O th e r  In c o m e  ( I n te r e s t  o n  In v e s tm e n ts ,  R e n ta ls ,  e tc ., i te m ­
ized  b r ie f ly )
a .  $---------------
b .   ....................
D E D U C T :
30. O th e r  E x pe n se s  ( I te m iz e d  B rie f ly )
a ...................................................................................................................................$ ---------------
b. ..............................................................................................................................
31. F in a l  N e t  P r o f i t  ( o r  L o s s )  ............................................................................................. $-
I  (w e ) ,  ......................................................................w a r r a n t  th e  fo re g o in g  s ta t e m e n t  to  be
c o r re c t  in  e v e ry  d e ta i l  (b o th  p r in te d  a n d  w r i t t e n ) .  F r o m  m y  ( o u r )  p e r s o n a l  
k n o w le d g e  i t  is  a n  a c c u ra te  s ta t e m e n t  o f  m y  ( o u r ) ,  o p e ra t in g  c o n d itio n  f o r  th e
p e r io d  b e g in n in g  ........................................... . 1 9 . . ,  a n d  e n d in g  ........................................... . 1 9 . . .
N a m e  In d iv id u a l ,  F i r m  o r  C o r p o r a t i o n ............................ S ig n e d  b y ...........................................
D a te  o f  s ig n in g  s t a t e m e n t .................. S t r e e t ..................  T o w n  ..................  S t a t e ..................
( I f  P a r tn e r s h ip ,  n a m e  P a r tn e r s .  I f  C o rp o ra tio n , n a m e  O fficers .)
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STATE SOCIETY NEW S
CALIFORNIA
T he annual m eetin g  of th e  C aliforn ia  
State  Society  of Certified Public A ccount­
ants w as held a t th e  E n g in eers Club, San  
Francisco , on June 3, 1929.
T he g o lf tournam ent, w h ich  h as becom e  
an annual event, w as held  during the  
a ftern o o n  a t th e  P resid io  C ourse. P re ­
ced in g  th e  even in g  bu siness sess io n  d in ­
ner w as served a t s ix -th irty  at the E n g i­
neers Club. R eports of officers and com ­
m ittees w ere read and accepted and the  
fo llo w in g  officers w ere e lected  for th e  en­
su in g  year: P resident, I. G raham  P attin - 
son; V ice P resident, H. J. Cooper; V ice  
P resident, H enry M. T hom son; Secretary- 
T reasurer, B. W. Bours.
T he annual m eeting  of th e  L os A n geles  
Chapter of th e  C aliforn ia  S ta te  S ociety  of 
Certified Public A ccountants, w as held  
on M ay 13, a t th e  M asonic Club at w h ich  
tim e th e  fo llow in g  officers w ere e lected: 
P resident, H enry M. T hom son; V ice P res­
ident, W alter K. M itchell; Secretary- 
Treasurer, Joseph G arrett; D irectors, 
H arry  M ills and W alter Gibson.
D IST R IC T  OF COLUMBIA
T he annual m eetin g  of th e  D istr ic t In ­
s titu te  o f Certified P ublic A ccountants  
w as held  M onday even in g , June 24, 1929, 
a t th e  Carlton H otel, W ash ington , D. C. 
F o llo w in g  a d inner a t w h ich  F rederic A. 
T ilto n  w as honor guest, a  program  of en­
terta inm ent w as put on. T he P resid en t’s 
address w as g iven  by V aughan Darby. 
W m . Gordon B uchanan spoke on a pro­
posed B lue Sky Law  for the D istr ict, and  
Mr. T ilton  gave  a sum m ary of the var i­
ous postal a c tiv it ie s  w h ich  w ere cen tra­
lized  in  th e  office of the T hird A ssistan t.
At the bu siness m eetin g  H oward B eck  
and D. N. B urnham  w ere e lected  to  suc­
ceed th em selves on the Board of D irectors  
for a  p eriod  o f  th ree  y ears. T he Com ­
m ittee  on A d vertisin g  presented  its  re­
port, w h ich  stated  th a t every  m em ber of 
the D istr ic t In stitu te  w ho had been car­
ry in g  cards in  th e  T elephone D irectory, 
a s  w ell a s a ll other m em bers of th e  D is­
tr ic t  In st itu te , sa v e  tw o  w h o had  n ot  
been seen  but w ho w ere not in  active  
practice, had agreed to  w ithd raw  the  
cards and th e  com m ittee  subm itted  the  
advertisem en t w h ich  w ould  appear in  th e  
n ext issu e  of th e  d irectory under the  
sponsorship  of th e  D istr ic t In stitu te  and  
w ould con ta in  a l is t in g  of the m em bers  
thereof. T he in stitu te  placed itse lf  on  
record as favorin g  a B lue Sky Law  for  
th e  D istr ic t and requested th e  Board of 
D irectors to  take  su ch  steps as th ey  
deem ed w ise  to  further th e  m ovem ent.
FLORIDA
The F lorida In stitu te  of A ccountants  
held  its  ann ual m eetin g  a t th e  P enn­
sy lv a n ia  H otel, W est P alm  Beach, F r i­
day and Saturday, June 21 and 22.
A t the F riday  m orn ing  sess io n  the  
usual reports w ere g iven  by officers and  
com m ittees and a d iscussion , led by G. 
M. H ill, w as had  on  th e  su b je c t o f  
“ L ocal In v en to r ie s .”
Friday afternoon  G eorge H. Ford and  
Orton W . Boyd discussed  “Som e P ecu­
lia r it ie s  of M unicipal A ccou nting .” V. 
C. W inn ell presented  a paper on “The  
D eath  K nell of A ccountancy.” Robert 
Pentland, Chairm an of the S tate  Board  
of A ccountancy, reported w ith  regard to  
its  a c tiv it ie s  and reports w ere presented  
by th e  presidents of th e  local chapters.
Saturday m orn ing  B. E. Jam es led the  
discu ssion  on th e  “N atu ral Year and  
W hat W e Can Do To Secure It.” 
J. E . B igham  led  a d iscu ssion  on “The  
V erification of A ccounts.” T he fo llow ­
in g  officers w ere elected  for th e  ensu in g  
year:
P resid en t, J. E . B ig h a m , T am pa; 
F ir s t  V ice  P res id en t, G ordon M. H ill,  
J a c k so n v ille ;  Second  V ice P resid en t,
C. C. P o tter , O rlando; T hird  V ice  P r e s i­
dent, W . E. K een , W est P a lm  B each ;  
Secretary , J o sep h  S w een y , T am pa;  
T reasu rer , C. B. C ostar, M iam i; P r e s i­
d en t E m eritu s , W a lter  M ucklow , J a ck ­
so n v ille .
Saturday afternoon  w as devoted to  
golf.
In  the ev en in g  Orton W. B oyd acted  
as toastm aster  a t th e  annual d inner at 
w hich  tim e addresses w ere g iven  by  
Chas. H. W arw ick, a n  attorney, on “Ac­
countancy’s R elation  to  th e  L egal Pro­
fe ss io n ” and by H ow ard W. Selby, P resi­
dent of the C entral F arm ers T rust Co., 
on “D evelopm ents in  M odern B u sin ess.” 
T he m eetin g  w as fo llow ed by dancing. 
Special arrangem ents had been m ade for  
the lad ies w ho attended in  goodly num ­
bers.
It w as decided to  hold th e  Decem ber  
m eetin g  a t Jackson ville .
M ISSOURI 
T he annual m eetin g  of th e  St. L ouis 
Chapter of th e  M issouri S ociety  of Cer­
tified P ublic A ccountants w as held  on  
May 24, 1929, a t th e  W oodlaw n Country  
Club. Officers elected  are as fo llow s: 
P re s id e n t, L eo W . T racy; V ice  P re sid e n t,  
John W. Sn ider; Second V ice P resident, 
W alter F. Scott; Secretary, L e e  J. M uren; 
Treasurer, W m. M ayors.
M ISS IS SIP P I  
A t th e  la st  m eetin g  o f th e  M ississip p i  
S o c iety  o f C ertified  P u b lic  A cco u n ta n ts  
th e  fo llo w in g  officers w ere  e lec ted :
P resid en t, J. A. R o g ers; V ice  P resid en t,  
N elso n  E. T ay lor; Secretary , D. L. 
T hom p son ; T reasu rer , G lenn M. G ood­
m an.
N E B R A SK A
T he N ebraska Society  of Certified Pub­
lic  A ccountants h as ju st su ccessfu lly  
com pleted a cooperative p lan w h ich  
should  offer a su g g estio n  as to  w ays in  
w h ich  th e  profession  m ay render public  
serv ices w h en  th e y  are w illin g  to  cooper­
ate  and, incid en ta lly , a ss is t  the ind iv idu al 
m em bers thereof. T he lega l, m edical, 
dental and en g in eer in g  professions have  
recognized th e  n ecessity  for cooperation  
in  m atters of public in terest to  a  greater  
ex ten t th an  have accou ntants in  recent 
years, a lth ou gh  there have been a few  
very  notab le exam ples in  th e  accountant 
group and N ebraska fu rn ish es th e  la test.
T he leg is la tu re  a t its  recent session  
m ade an appropriation  provid ing  for the  
a u d itin g  o f th e  banks of th e  State  and  
in v estig a tin g  th e  a c tiv it ie s  of th e  several 
S ta te  departm ents p erta in in g  to  th e  con­
duct of th ese  banks w h en  in  the hands of 
receivers. N ebraska had an un usually  
large num ber of defunct banks w h ich  
w ere under the control o f the G uarantee  
F und C om m ission and it  w as fe lt neces­
sary  for th ese  a u d its to  be m ade in  order 
th at definite in form ation  m igh t be had as  
to  th e  cau ses of th e ir  financial difficulties.
It w as fe lt  th a t th is  w as an opportunity  
for th e  N ebraska S oc iety  to  further the  
in terest of th e  certified  m en by sh ow ing  
a group sp ir it and th e  S tate  has adopted  
th e  p lan s subm itted  by rep resentatives  
of th e  N ebraska Society  and engaged  
them  to  conduct th e  in vestiga tion . The  
group of certified m en are under the im ­
m ediate  su pervision  of R aym ond H. 
W alker, H enry C. M oeller and M. J. H ol­
land, w ho w ill be a ss isted  for th e  pres­
ent, a t least, by W ayne M cPherren, C. B. 
R em ington, E. L. F ulk , T. B. Larson, 
H arry E. Judd, W m. Bryden, R. H. Van  
B osk irk  and E. C. Babcock.
OHIO
T he regu lar ann ual m eetin g  of th e  
D ayton  Chapter of th e  Ohio Society  of 
Certified P ub lic  A ccountants w as held  
in  May. T he fo llo w in g  officers w ere  
elected: P resident, H . B. T erry; V ice  
P resident, R. H . B. Adam e; Secretary- 
T reasurer, C. X . D avis.
T he routine bu siness, e lection  of offi­
cers and th e  appointm ent of a com m it­
tee  to  arrange a  golf tournam ent and  
basket p icn ic  of th e  Society  m em bers 
and th e ir  fa m ilie s  to  be held in  June  
w ere th e  principal item s of in terest.
P E N N SY L V A N IA  
T he P en n sy lvan ia  In stitu te  of Certified  
P ublic A ccountants held its  th irty-second  
annual m eetin g  a t G alen H all, W erners-
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v ille , Pa., June 10, 11 and 12, 1929.
S in ce th e  reorgan ization  of th e  P en n­
sy lv a n ia  In stitu te , th e  p rofessional side  
h as large ly  been delegated  to  the several 
chapters, of w h ich  there are three, P h ila ­
delphia, P ittsburgh , and H arrisburg. The  
annual m eetin g  is  largely  g iven  over to  
so c ia b ility  and recreation  w ith  just  
enough  of the p rofessional side in tro ­
duced to  lend a zest to the other features.
C onsiderably over a hundred of the ir  
m em bers gathered for th e  m eeting , the  
d eta ils  of w h ich  had been carefu lly  pre­
pared by th e  several com m ittees.
M onday afternoon , June 10, w as g iven  
over to  reg istra tion  and greetin gs. M on­
day ev en in g  w as devoted to  bridge. T ues­
day m orning, fo llow in g  the usual group  
photograph, the first bu siness sess io n  w as  
h eld  at w h ich  th e  reports of officers and  
com m ittees w ere presented . L yle H. 
Olson, V ice P resident, A m erican  Ap­
pra isa l Company, presented a paper on  
“P h y sica l V erification” and C. O liver  
W ellin gton , C. P . A., of Scovell, W ellin g ­
ton & Co., presented a paper on “R espon­
s ib ility  of the A ccountant for A ccuracy  
of Inven tory  as show n on B alance Sh eet.” 
F rederick  H. H urdm an discussed  som e  
of th e  problem s w ith  w h ich  accountants  
are confronted a t the present tim e.
T uesday afternoon  th e  lad ies w ere  
ta k en  for a sigh t-see in g  bus trip , during  
w h ich  th ey  v is ited  the H ersh ey  factory  
for  th e  purpose of see in g  how  those fa ­
m ous sw eets are actually  m ade. I t w as 
rep o rted  on th e ir  retu rn  th a t th e  v o te  
w a s u n a n im o u s in  fa v o r  o f  “ s w e e ts .”
D u ring  the afternoon  th e  usual golf, 
ten n is , quoits, pool and b illiard s tourna­
m ents w ere held. From  a ll reports it  
w ould appear that th e  ten n is  m atch be­
tw een  Gardner K im ball and G eorge W ilk ­
in son  w as th e  a ll-im portant one. The  
record show ed th a t the m atch ended in  a 
draw, ne ither  h av in g  been able to  w in  on 
th e  serve of th e  other. E ach  had been  
ab le  to  get the ball across th e  n et w ith  
h is  own serve, but a fter  so m eth in g  bet­
ter  th a n  an hour’s effort n either had  
com pleted  a return  and by com m on con­
se n t th e  m atch w as postponed for an­
o th er  year.
T uesday ev en in g  th e  usual in form al 
get-together d inner w as held  fo llow ed  by 
th e  aw ard ing  of prizes and dancing.
T he Secretary of T he A m erican So­
c ie ty  w as able to  spend the la tter  part of 
T uesday afternoon  and th e  early  part of 
th e  ev en in g  w ith  th e  P en n sy lv a n ia  ac­
countan ts and in  an in form al m anner ex­
p ress h is  appreciation  of th e  very  su ccess­
fu l m anner in  w h ich  th e  P en n sy lvan ia  
In stitu te  had com pleted its  reorganiza­
tion .
W ednesday m orn ing  th e  b u siness ses­
s io n  of the in stitu te  w as held, at w h ich  
tim e  th e  annual e lection  w as held w h ich  
resu lted  as fo llow s: P resident, Otto G. 
R ichter; V ice P resident, Robert B. Vol­
lum  ; Secretary, Robert J. B en ne tt; Treas­
ure r, H a rry  Ness; Council: George W ilk ­
inson, Charles S. Rockey, Gardner W. 
K im b a ll, F ra n k  W ilb u r M ain  and Earnest 
Crowther. The fo llo w in g  were elected to  
the Committee on Professional E th ics : 
W ill-A  Clader, C ha irm an; W ill ia m  R. 
M ain, W illia m  F ra n k  Marsh, F ra n k  A. 
W illiam son  and M ichael H . Sigafoos. 
Those elected to  the Com m ittee on N om i­
nations were: Peter S. B arton, C ha ir­
m an; John Balch, James M. Cumming, 
A drian  F. Sanderbeck and Roy F rancis  
Godfrey. R a lph E. S tine was elected 
A ud ito r.
T he P ittsburgh  Chapter of the P en n­
sy lvan ia  In stitu te  of Certified Public Ac­
countan ts held a jo in t m eetin g  in  the  
U nion  Club on T uesday even in g , May 
28, 1929, w ith  the P ittsb u rgh  Chapter of 
the N ational A ssociation  of Cost Ac­
countants, the Robert M orris A ssociates  
and the B ank A u ditors’ A ssociation . 
There w ere approxim ately  s ix ty  present.
F o llow in g  dinner th e  m eetin g  w as ad­
dressed by H onorable H. C. N evin , Man­
a g in g  D irector, P ittsb u rgh  B ranch of the  
Federal R eserve B ank of Cleveland, 
w hose subject w as, “V erification  of F i­
nancial S ta tem en ts”— being  a proposed  
rev ision  of “Approved M ethods for the  
P reparation  of B alance Sh eet S tate­
m ents” as o r ig in a lly  issu ed  by th e  F ed­
eral R eserve Board.
W ASHING TO N
T he annual m eetin g  of th e  S eattle  
Chapter of the W ash in gton  Society  of 
C ertified P ublic A ccountants, w as held  
on May 15, 1929, and the fo llo w in g  offi­
cers w ere elected: P resident, C. L. 
Stone; V ice P resident, W m. M cAdam; 
Secretary-T reasurer, H . D. M cGirr; D i­
rectors, John E. Cham bers and L aw rence  
G iles; A uditor, C. Clauson.
The new ly  e lected  officers are m aking  
plans for a very  ac tiv e  year. T he first 
m eetin g  of th e  new  year w as held at 
noon, May 22, and there w as a large a t­
tendance. A  sp lendid  ta lk  by P rofessor  
M iller of th e  U n iv ersity  of W ash in gton  
on “The E conom ics o f Chain Store Mer­
ch a n d isin g ” w as th orough ly  enjoyed.
LEGISLATION
An am endm ent to  th e  accou nting  law  
passed by the I llin o is  L egisla tu re  in  1927 
provid ing  for th e  issu ance  of P ublic Ac­
countant certificates by th e  D epartm ent 
of R eg istra tion  and E ducation  w h ich  
would extend the autom atic  reg istra tion  
provision  so as to  include certa in  ac­
countant em ployees of th e  S ta te  of I ll i­
nois, passed both th e  senate  and house, 
but w as vetoed by th e  Governor.
N E W  Y O R K  L A W
A  C o r re c t io n
In  the artic le  on “Su ggestion s for Ac­
countancy L eg is la tio n ,” appearing in  the  
June issu e, page 176, th e  la st sen tence in  
th e  first paragraph under the sub-head  
“The Sm ith  B ill ,” reading, “Furtherm ore, 
reg istra tion  w ill be required yearly  of all 
certified m en,” w as in  error in  th at the  
only  reg istra tio n  provided for by th e  law  
w as of firm s u s in g  th e  design ation  Cer­
tified Public A ccountant.
V A L U E  OF AC C O U N TA N C Y  TO  
LA W Y E R S
(C o n tin u e d  f ro m  p a g e  197)
U nited S ta tes  Suprem e Court, w here the  
com pany is  figh tin g  for a seven cen t fare. 
The first th in g  th a t a  law yer argu ing  in  
court for  or aga in st th a t com pany would  
do w ould be to  endeavor to  show , by the  
figures th a t the rate i t  is  perm itted  to  
charge is  or i s  not inadequate and con­
fiscatory. I f  he does n ot understand ac­
countancy, he cannot m ake th a t p la in  to  
the ju stices  o f th a t court. T hey h aven’t 
tim e, w h ile  the argum ent, is  going on, to  
delve in to  the figures them selves. The  
law yers argu in g  the case on both sides  
m ust leave the judges w ith  an im pres­
sion, and a strong im pression  that the  
figures prove or do not prove the one 
v ita l th ing . T hen th e  law yers are ready  
to ta k e  up the questions o f con stitu tion a l  
law  involved .
“Judge Charles E. H ughes, w ho argued  
th a t case before the Suprem e Court in  
W ashington , for th e  Interborough, un­
derstands figures as thorough ly  as any­
body, and of course the law yers on the  
other side a lso  do or th ey  would not be 
able to  argue th e  case.”
“Now , M iss R eporter, you  perform ed  
your m issio n  very  w ell. W hat do you  
th in k  of a m otion  to  adjourn?” “W ell, 
Mr. W ollm an, the m otion  to  adjourn is  
in order, and i t  i s  carried. I am  m uch  
obliged to  you.”
C H A IN  STORE Q U ESTIO N ­
N A IR E
(C o n tin u e d  f ro m  p a g e  195)
(3 )  S e llin g  and bu ying  m ethods w ith  a 
recogn ition  of three types of w h olesa le  
b u siness— regular, cash  and carry and  
m ail order.
(4 ) Character of th e  reta il trade.
(5 ) P riv a te  brands w ith  a com parison  
provid ing  for com petin g  brands.
(6 ) F in a n c ia l resu lts, inc lu d in g  com ­
parative  condensed balance sh eets for the  
years 1921, 1922, 1924, 1925, 1927 and  
1928; com parative incom e sta tem en ts for  
the years 1922, 1925 and 1928, and com ­
parative sta tem en t of operating expenses  
for th e  years 1922 and 1928.
AN EXTRA SERVICE
IN
HIGHER ACCOUNTANCY  
TRAINING
Consultation Service on Personal 
and Business Problems
LA S a l l e  T r a in in g  in Higher Accountancy is organized to give the
student thorough, practical training in accountancy. Texts, lessons,
problems, instruction service—all are designed to train the mem­
ber to become a capable accountant with power to solve the problems that 
he will face in his work as an accountant.
But in addition to this very complete technical training, every La Salle 
Accountancy student is privileged to use La Salle as a Clearing House for 
problems that may confront him.
Without extra charge, a highly specialized Consultation Service—cov­
ering business problems in any field—is available to him at all times during 
his training and even after he finishes his course.
This unique, authoritative service is possible because La Salle is a 
business training institution, teaching—besides accountancy—law, busi­
ness management, traffic management, business correspondents, salesman­
ship, industrial management, business English, and other advanced busi­
ness courses. Each of these departments is staffed with a faculty of experts 
and an advisory group of leaders in that field.
No matter in what particular course of training a student is enrolled, 
he is free to draw upon the educational and research facilities of the entire 
institution—our extensive research and data files, our reliable library ref­
erence facilities, and the accumulated experience and knowledge of our 
expert personnel.
Just to give you an idea of the wide range of problems included in this 
privilege, here are a few subjects on which we have furnished complete 
consultation reports for students of our Accounting Department:
Cost Accounting for aircraft production.
Increasing the business of a public accounting firm. 
Theater Accounting.
How to organize and sell an accounting service for  
doctors and dentists.
How to organize and conduct a business selling sup­
plies to butchers.
Operating a retail radio store.
Are you—or some friend of some friend or associate—interested in 
knowing more fully about this unusual and valuable extra service or about 
other details of our Accountancy Training? A letter to Dept. H-146, will 
bring you, without cost or obligation, just what you wish to know.
LaSALLE EXTENSION UNIVERSITY
Michigan Ave. at Forty-First Street Chicago, III.
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ANNOUNCEMENTS
H ask in s & S e lls  announce th a t C yril N . 
B ullock, C. P. A., D etroit, M ichigan, has  
been adm itted  as a m em ber of th e  firm.
A nnouncem ent is  m ade of the d isso lu ­
tio n  by m utual consent of the firm of 
H opkins, Starr, H opk ins & H am el, W ash­
ington , D. C. C harles D. H am el and  
R ichard S. D oyle announce th at together  
w ith  L ee I. Park, B enjam in  H . Saunders  
and John E n rietto  th ey  have form ed a 
copartnersh ip  to continue th e  practice of 
law  under th e  firm nam e of H am el & 
Doyle, Southern B u ild ing , W ash ington ,
D. C.
Lybrand, R oss Bros. & M ontgom ery an­
nounce th a t the public accou nting  prac­
tice  of M essrs. P. T. G oering & Com pany  
has been m erged w ith  th a t of th e ir  Cin­
c in n a ti office.
A  partnersh ip  has been form ed by  
L. A. Oates, C. P. A., and R. J. W illiam s, 
R egistered  Public A ccountant, to  con­
tin u e  th e ir  ind iv idu a l practices of public  
accou nting  under th e  nam e of O ates & 
W illiam s, at 706-7-8 R ea lty  Board B u ild­
ing, M iam i, F lorida.
J. K. R aglan  & Co., announce th e  re­
m oval of th e ir  offices to  1908 F oshay  
Tower, M inneapolis, M innesota.
L eslie  A. K im ble & Com pany, Certi­
fied Public A ccountants, announce the  
rem oval of th e ir  offices from  th e  L iberty  
T rust B u ild in g  to  708-709 C olonial N a­
tiona l B ank B u ild ing , R oanoke, V irgin ia .
W illiam  K. Borow, C. P. A., announces 
the rem oval of h is offices to 320 F ifth  
A venue, N ew  York City.
The P artnersh ip  heretofore e x is tin g  in  
P hilad elph ia  betw een C harles S. R ockey, 
J. D. M athieson, T hom as W. E vers, J. N. 
A itken, Jr., W illiam  W. W elcker and J. 
Cyril M cGarrigle, Certified Public Ac­
countants, under the firm nam e o f W ieg- 
ner, R ockey & Co., Certified Public Ac­
countants, has d issolved , effective May 31, 
1929.
John K. M athieson, John N . A itken, 
Jr., J. C yril M cG arrigle and John  B al­
lan tyn e , Certified P ublic A ccountants, 
have associated  th em selves as co-part­
ners for th e  practice of accountancy un­
der th e  th e  firm nam e of M athieson, 
A itken  & Co., D rexel B u ild ing , P h ila ­
delphia, Pa.
T he R ichards A udit Com pany an­
nounce th e  rem oval of th e ir  offices to  
2110 Book Tower, D etroit, M ichigan.
J. E dw ard M acDerm ott, C. P. A., and  
F rederick  W . K elly  announce th e  organ­
iza tion  of a  co-partnership to  continue  
th e  accou nting  practice of J. E dw ard  
M acDerm ott, under th e  firm nam e of J. 
E dw ard M acDerm ott & Com pany, w ith  
offices a t 347 M adison A venue, N ew  York  
City, and F ir st  N ational B ank B u ild ing, 
P rinceton , N . J.
Jam es O. Screven, C. P. A., announces  
h is  w ithd raw al from  th e  firm of F rank­
lin , Screven & Speer. H is accou nting  
practice in  the future w ill be conducted  
in  th e  nam e of Jam es O. Screven  & 
Company, Certified P ublic A ccountants, 
1208-09 Am erican-T raders B ank B u ild­
ing, B irm ingham , A labam a.
Loeb & Troper, Certified P ublic Ac­
countants, have rem oved th eir  offices 
to 521 F ifth  A venue, N ew  York City.
A nnouncem ent is  m ade of th e  conso li­
dation  of th e  accou nting  practice of 
Lam b & D ecker w ith  th at of G eorge W. 
B yers. B eg in n in g  June 1, 1929, the  
practice w ill be conducted under the  
firm nam e of Lamb & B yers, w ith  offices 
in  the Chamber of Com m erce B uild ing, 
C incinnati, Ohio. Mr. D ecker retires to  
accept th e  position  of Com ptroller w ith  
one of th e ir  c lien ts.
M ounteer and M ounteer, announce the  
rem oval of th e ir  offices to  2224 F ir st  
N ational B ank B u ild ing , W oodw ard at 
Cadillac Square, D etroit, M ichigan.
L ud vig  Corfitz N ie lsen , C. P. A., an­
nounces th e  rem oval of h is  office to  715 
C ity N ational B ank B u ild ing , B attle  
Creek, M ichigan.
H arold K eene and R obert L. B right, 
Certified P ublic A ccountants, announce  
th e  opening of th e ir  offices for th e  prac­
tice  of public accou nting  a t 318-19 Bur- 
w ell B uild ing, K noxville , T ennessee.
Geo. W. M aynard, C. P . A., announces  
th e  rem oval of h is  office to  S u ite  9 and  
10, B. K. Sw eeney B u ild ing , 15 W est 13th  
Avenue, D enver, Colorado.
H erdrich  and B oggs, Certified P ublic  
A ccountants, have m oved th e ir  offices to  
901-7 C ontinental B ank B u ild ing , In dian­
apolis, Indiana.
John Cum m ings & Co., Certified Public  
A ccountants, are now  located  a t 1568 
R uss B uild ing, San F rancisco, C aliforn ia.
T he partnersh ip  heretofore e x is tin g  in  
N ew  York betw een  Charles S. R ockey, 
J. K. M athieson, T hom as W . E vers, J. N . 
A itken, Jr., H arold  B. B arnett, W illiam
H. W elcker and J. C yril M cGarrigle, un­
der th e  firm nam e of W iegner, R ockey & 
Co., hav in g  been dissolved , th e  b u siness  
w ill be continued  by H arold B. B arnett, 
C. P. A., under th e  firm nam e of H arold
B. B arnett Co., 42 Broadw ay, N ew  York  
City.
Joseph Getz, C. P . A., and R euben  
W esterm an, C. P. A., announce th e  for­
m ation of th e  firm of Joseph Getz & Co., 
Certified P ublic A ccountants, 570 Seventh  
Avenue, N ew  York City, w ith  offices in  
the E verson  B u ild ing , Syracuse, N . Y., 
and 716 In vestm en t B u ild ing , W ash in g­
ton, D. C.
P hilip  N. M iller and Com pany announce  
that effective June 1, 1929, th e  nam e of 
the partnersh ip  has been changed to  
Miller, D onaldson and Com pany, Certi­
fied P ublic A ccountants. E dw ard H. 
H eilm an, form er partner a t P h iladelph ia , 
has becom e treasu rer of th e  A m erican  
Therm os B ottle  Com pany. T he practice  
w ill be conducted w ith ou t other change  
by th e  fo llo w in g  p a r tn ers; P h ilip  N. 
M iller, W illiam  R. Donaldson, H arry C. 
Crosby, John J. McCue and W illiam  L. 
K eating, w ith  offices a t 50 Broad Street, 
N ew  York C ity; Land T itle  B u ild ing , 
P hilad elph ia  and F ir s t  N ational B ank  
B uild ing , B ridgeport, C onnecticut.
T H E  A C C O U N TAN TS ’ C LU B  O F  
A M E R IC A
T he A ccou ntan ts’ Club of Am erica, Inc., 
officially opened th eir  new  clubroom s on  
the 17th and 18th floors of th e  new  M ont­
cla ir  H otel, L exin gton  A venue and Forty- 
n in th  Street, N ew  York City, W ednesday  
afternoon  and even ing, June, 1929.
Over a hundred of th e  accountants took  
advantage of th e  occasion to  v is it  the  
headquarters and have d inner there. T he  
occasion w as an exceed in g ly  p leasant 
one, form ality  h av in g  been forgotten , and  
everyone enjoyed not on ly  the p leasant  
com panionship  but the a r tis tic  m anner  
in  w h ich  th e  lounge room s and outdoor  
porches had been furn ished .
T hese headquarters m ark an im portant 
step  in  th e  developm ent of th e  accou nting  
profession  in  th e  C ity of N ew  York w here  
each o f th e  professions has a social head­
quarters as w ell as a  professional head­
quarters.
D uring th e  ev en in g  P resident M ont­
gom ery turned over to  the club th e  lov­
in g  cup w h ich  had been p rev iou sly  pre­
sented  by Mrs. John H. Bovard, th e  o n ly  
sister  of E lija h  W att Sells , w ho first con­
ceived  th e  idea of organ izing  a so c ia l  
club for accountants.
Just Published
Accounting by Machine Methods
b y  H . G. S ch n ackel and H e n ry  C. L an g.
W I TH  accounting  m achines rev o lu tio n iz in g  accou nting  opera­
tio n s in  every lin e  of bu siness, no accountant today  can  
afford to  be w ith ou t th e  in form ation  contained in  th is  im ­
partia l guide. For th e  first tim e in  published form , you have  
h ere a  standard of practice for accou nting  processes under  
m achine m ethods. From  no other book can you get th e  prac­
tica l perform ance data you need to see  just w here you can  
effect sa v in gs w ith  each type of m achine availab le, choose  
m echanical equipm ent best su ited  to  any particu lar business,
and organize or im prove opera­
tiv e  routine to  get w ork through  
at low est cost, in  m ost usable  
form , and on tim e. 106 charts  
and form s. 563 pages. $7.50.
— oOo—
How to Analyze Costs
b y  C. L . M aze  an d  J. G. G lover.
A N EW  type of book on costs. A nalyzes in  detail not only  
m anu factu ring  but a lso  se llin g  and a d m in istra tive  costs, 
and th e ir  v a r ia tion s from  previous periods and from  e st i­
m ates. D iscu sses cost c lassifications, departm ent m anage­
m ent problem s and expense accounts, lik e ly  causes of fluctua­
tio n  in  each cost item , and th e  rem edy. You w ill a lso  find 
valuab le  in form ation  on standard costs, types of cost system s, 
departm entalization , m anu factu ring  expenses, and th eir  d is­
tr ib ution . 33 usefu l charts and form s. 389 pages. $5.00.
— oOo—
Corporation Procedure
b y  T hom as C o n yn g to n  an d  R . J. B e n n e tt;  
R e v ise d  b y  H . R . C on yn g ton .
T H E  standard gu ide to  a ll questions of corporate m anage- 
m ent— ev eryth in g  th e  public or p rivate  accountant h as to  
know  and do in  h a n d lin g  corporate affairs. Supp lies a  back­
ground of corporation la w  and practice, and offers ju st th e  
w ork ing  data needed to  keep corporate accounts and render  
reports. In clud es 541 form s, adequate for tra n sactin g  every  
norm al type of corporate bu siness. 1,479 pages. $10.00.
oOo
A ud itin g
b y  R o b e r t H . M o n tg o m ery .
A COMPLETE p resentation  of the aud itor’s work  
and resp o n sib ilitie s  under present-day condi­
tio n s— th e w ork on a u d itin g  w ith  w h ich  every  
accountant is assum ed to  be fam iliar . Offers an  
unapproached sum m ary, by an acknow ledged  
spokesm an of the profession , of w h at accountants  
regard as the best accounting, bu siness, and finan­
c ia l po licy  today. H elps you exam in e a ll sid es of 
a question and see in  advance th e  co n sequences  of 
specific w ays of han d lin g  it. 859 pages. $6.00.
Use This O rder Form-
Revised Edition Just Out
Accountants’ W orking Papers
b y  L eslie  E . P a lm e r  an d  W illia m  H . B ell.
N E W  edition , revised  and expanded through­
out, w ith  156 facsim ile  reproductions, in ­
clu d in g  a fu ll se t of coordinated papers for a 
typ ical aud it. I llu stra tes a ll schedu les, anal­
yses, etc., required in  th e  ordinary audit, p lu s  
m any for special purposes. T hese it  develops 
exactly  as th e  accountant w ould prepare them , 
w ith  tw elve  chapters of brief but adequate  
com m ent. In  add ition  to  th e  actual figures, 
each sh eet sh ow s th e  notes an aud itor w ould  
m ake on sign ifican t po in ts to  be exp lained  or 
Includes w ork in g  papers used in  connection  
313 pages. $6.00.
em phasized . 
w ith  ta x  retu rn s and new  financing
——oOo—
Accountants’ Reports
b y  W illia m  H . B ell.
T H E standard m anual for  every  accountant w ho prepares
sta tem en ts e ith er  in  private  or public practice. G ives a 
detailed  treatm ent of w h at lead in g  a u th orities recognize as 
the best practice in  form , arrangem ent, and content. Offers 
you definite standards of term inology; exp la in s  
fine po in ts in  th e  h a n d lin g  of each ind iv idu al 
item ; show s th e  usual order of th ese  item s  
according to the particu lar end to  be served; 
and poin ts out v a r ia tion s from  custom ­
ary form s as required in  variou s lin es  of 
business. 77 illu stra tion s, in c lu d in g  a com plete  
specim en report, exh ib it best m odern form s of 
balance sheets, incom e statem en ts, operating  
and m iscellaneous schedu les. 386 pages. $6.00. 
Sent for Exam ination  
W ithou t Advance P aym en t
A n y  one or all o f  th ese  books w ill be 
sen t to  you postpaid  fo r  exam ination—  
ju s t  fill out and m ail to  us th e  form  
below —
 THE RONALD PRESS COMPANY
15 East 26th S treet, New Y ork , N . Y .
Send me postpaid th e  book or books checked below . W ith in  
five days a fter  receiv in g  them . I w ill rem it price in  fu ll for any  
I decide to  keep and w ill return  th e  others, if  any, to  you. 
(  )  A c c o u n t i n g  b y  M a c h i n e  M e t h o d s  (S c h n a c k e l-L a n g ) . $ 7 .5 0  
( ) H o w  t o  A n a l y z e  C o s t s  (M a z e -G lo v e r ) , $ 5.00 
(  ) A u d i t i n g  ( M o n tg o m e r y ) .  $6.00 
(  ) C o r p o r a t io n  P r o c e d u r e  ( C o n y n g to n ) . $10.00 
(  )  A c c o u n t a n t s ’ W o r k i n g  P a p e r s  ( P a lm e r - B e l l ) . $6.00 
(  )  A c c o u n t a n t s ’ R e p o r t s  ( B e l l ) .  $6.00
N am e
F i r m ......................................................................... P o sitio n
B usin ess A ddress
C ity S ta te
S ig n a tu re  .......................................................................................................................
O u ts id e  c o n tin en ta l U. S. a n d  C a n a d a , c a sh  p lu s  25 c en ts  p e r  book  
M-174 f o r  sh ip p in g .
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
A ccounting M achine
M ultiplies d irectly . T he exten sion  (product) 
is  p rin ted  by th e dep ression  o f  a sin gle key. 
A lso adds, subtracts, and accum ulates totals. 
P osts led g er , sta tem en t and p ro o f jo u rn a l 
or any sim ilar com bination  o f records at one  
tim e. P rin ts totals by the depression  o f on ly  
one key.
Includes an ordinary typew riter for descrip­
tion s. 
A daptable to  a w ide range o f  gen eral account­
in g  w ork, in clu d in g  B illin g , Pro-rating, Pay­
ro ll, D istrib u tion , Cost R ecords, et cetera. 
Call th e loca l Burroughs office for a dem on­
stration  or check  the coupon  below .
BU R R O U G H S A D D IN G  M A C H IN E COM PANY, 6406 SEC O N D  B O U L E V A R D , DETRO IT, M ICHIGAN
Please send more information about the Burroughs Accounting Machine on the work I have checked: 
B illin g  □  A cco u n ts  P a y a b le  □  P a y r o ll  □
Invoice  calcu lated  a n d  w ritten  a t  
one tim e.
B illin g  □
Com bined w ith  o th e r  records.
Sto ck  R eco rd s  □
O f q uan tities  —  values —  o r b o th  
q uan tities an d  values together.
Ledgers w ith  o r w ith o u t rem ittance  
advice— o r journa l-voucher system  
in stead  o f  led g er— includ ing  reg is­
tra tio n  o f  invoices.
D is tr ib u tio n  [ ]
L ab o r —  m ateria ls  —  purchases —  
sales— expense— cash, separately  o r 
com bined  w ith  o th er records.
O n  cash o r check paym ents in clu d ­
ing  extension  o f  tim e ticke ts, e tc .
C osts □
Figuring  lab o r, m ateria l, d istr ib u ­
tio n , sum m aries, cost sheets, e tc .
P ro -ra tin g  □
O f expense, pay ro ll, costs, e tc .
A cco u n ts  R e ce iv a b le  □
L edger, s ta tem en t and  p ro o f  jo u rn a l 
in  co m b in a tio n — ledger an d  end  o f  
m o n th  s ta tem en t— w ith  o r w ith o u t 
ty p ew ritten  descrip tion .
S ales A u d i t  □
B y clerks an d  d ep artm en ts , cash  
charge a n d  C. O . D .
In v e n to ry  □
N am e- _Firm_ -Address_
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To Candidates 
for the next C. P. A. Examination
IN addition to its regular Course, the International Accountants Society, Inc., offers a special Coaching Course for Accountants who are planning to take the  C. P. A. 
Examination.
This Course will be supplied only to those who are already competent accountants, 
as no attempt is made to teach general accounting in  this course. The instruction is 
pointed directly at the C. P. A. Examination.
Something more than a knowledge of accounting is necessary to insure success in 
the examination room.
Solving examination problems is vastly different from the usual work of making au­
dits, installing systems, or conducting investigations. Many men with little or no practical 
experience can solve C. P. A. problems readily—many others with years of experience 
flounder pitifully in  the examination room. WHY? The candidate is required to work 
at top speed. He must work with limited information. He has to construct definitions. 
Very often it is necessary for him to use unusual working sheets.
The C.P.A. Coaching Course given by the International Accountants Society, Inc., pre­
pares you to meet such conditions. The fee is $42 and the text consists of twenty lessons.
Particularly noteworthy features o f  the training are:
100  problems in Practical Accounting with 
solutions and comments 
100 questions and answers in Accounting Law 
100 questions and answers in Auditing 
100 questions and answers in Theory of 
Accounts
Elaborate explanations and comments that in­
clude, in addition to the finished statements or 
solutions, such items as suggestions for "Notes 
to the Examiner,” working sheets, side calcu­
lations, use o f proper terminology, and discus­
sions of authoritative opinions.
Problems and questions (1) actually used in  
a C. P. A. or an A. I. A. examination, or (2) 
specially prepared to train the candidate in 
handling certain points likely to be encoun­
tered in the examination.
Personal correction, criticism, and grading of 
every examination paper by a Certified Public 
Accountant who has himself passed the C.P.A, 
examination. There are sixteen such Certified 
Public Accountants on the Active Faculty of 
the International Accountants Society, Inc.
A SPECIAL booklet, “How to Prepare for the C. P. A. Examination” is now ready for those 
 who are interested. For a free copy, just write your name and address below and mail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c i e t y ,  Inc.
A Division of the 
ALEXANDER HAMILTON INSTITUTE
To the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
Send me the special booklet, "How to Prepare for the C. P. A. Examination,” 
which describes your special Coaching Course for accountants.
Name________________________Company._______________________.Address____
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“M ost people would get more fun out of life if 
they quit pining for the good old days and started  
thinking about the good new days in the future.”
— A n o n y m o u s .
PRESIDENT’S COLUMN
H E who will not reason is a bigot, he who dares
 not is a slave.”
These are the immortal words of Lord Byron; and 
how aptly they apply to the situation we are con­
fronted with today. Shall we fear entanglement with 
our professional brothers, that we shall in turn be 
slaves to events we would not help to shape? What 
do we propose to do when complications grow out of 
our own economic program? Shall we attempt to 
act singly and selfishly? Or shall we gain in advance 
by cooperative efforts to shape events that independ­
ently or selfishly we can not hope to cope with?
In the July issue of the Certified  P ublic  A ccount­
a n t , Mr. Gluick, in “Talking Shop," said:
“You worked hard for your certificate, didn’t you? 
Sweated over examinations; worked for low wages 
to secure the experience qualification? Of course. 
Do you carry life insurance? Yes. Do you insure 
your automobile and house against fire and theft? 
Certainly. Do you value your certificate? Surely. 
Then why not insure it? Do you realize the constant, 
unending efforts made by unqualified men to break 
down or crawl under the existing bars in the law? 
Do you know who safeguards those legal fences? 
Your State Society. And if, in defense of a bill to 
strengthen the existing law, or defeat a bill to weaken 
it, the certified men in the State do not present a 
united front, what will the legislature think?
“The State Society protects your certificate. The 
American Society assists it in doing so. If you join 
both, you are protecting your livelihood. The insur­
ance premiums on your health are not deductible 
expense. But your professional society dues are. 
Join! Now!”
Surely Mr. Gluick has touched an important chord, 
and we would do well by tuning ourselves in to har­
monize with this idea. Not only is it necessary for 
us to unite to protect our certificate, but the time is 
ripe for us to unite for those things that will be help­
ful to the profession as a whole.
Are you a member of your State Society and your
National Society, de Jure, or are you a real de Facto 
member doing your part for the general good of all? 
There has been of late much ridicule of Rotary, Ki­
wanis, and those organizations whose basis is the 
idea of service. Certain it is that this ridicule has 
only strengthened the position that service above 
self is stronger than ever before.
The American Society, at least, dedicates itself to 
the principle of service—service for the profession 
as a whole. If better laws are required to make our 
profession more effective, we desire to be of service 
in establishing those laws. If better conditions are 
necessary, we desire to be of help in those matters.
Recently a Texas court held that the service of an 
accountant was analogous to the service of a lawyer 
and should not be subject to bids, that a man should 
be selected on his merit and not on the monetary 
cost of the work. This is only one of a number of 
conditions that have been confronting us for a num­
ber of years. There are many others, and it is by 
united effort of us all that we can hope to effect a 
favorable change. By putting service above self we 
can accomplish it.
Next month, in the City of New York, an oppor­
tunity will be given to every member of The American 
Society to express his views regarding the many prob­
lems that now confront us. May we not count on 
you to help make this of real vital interest to every 
Certified Public Accountant?
A r th u r  C. U pleger .
EXCHANGING IDEAS
IN the last issue of FORBES we note the following quotation from the OUTLOOK:
“You have a dollar. I have a dollar. We swap. 
Now you have my dollar; I have your dollar. We are 
no better off.
“You have an idea. I have an idea. We swap. Now 
you have two ideas and I have two ideas; both are 
richer.
“What you gave you have; what I got you did not 
lose.”
One of the objects of organizations, either local, 
State, national or international, is to afford better 
opportunities for exchanging ideas. Individuals do not
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atten d  m eetin gs o f e ith er  typ e o f an organization  
m erely  fo r  th e  purpose o f listen in g  to  th e  addresses  
w hich  have been  prepared and are th ere  presented . 
In m any cases, perhaps in  a m ajority , th ese  addresses  
could be read and studied  in printed  form  a t a  la ter  
date.
A n  education obtained as th e  resu lt o f in ten sive  
stu d y  o f th e  printed  page is good, but th a t w hich  com es 
as, th e  resu lt o f contact w ith  an oth er individual in  th e  
form  o f a teacher, an  orator, a sp ecia list, even  a 
chance acquaintance, is  better. T here is a v ita lity  to  
th e  in form ation  received , th e  th o u g h t su g g ested , th e  
idea exchanged , w hich  is not obtained, excep t rarely, 
from  th e  printed page.
F or m uch o f th e  acquired th o u g h t w ea lth  o f th e  
country  w e m u st go  to  th e  printed  page, because it  
is  our only possib le source. H e w ho w ould confine h is  
m ental efforts to  a consideration  o f th e  b est th o u g h ts  
o f  th e  p a st is largely  restr ic ted  to  th e  printed  page. 
H e w ho desires to  acquaint h im se lf w ith  th e  b est  
ideas o f today and to  fo reca st th e  p ossib ilities fo r  
th e  fu tu re, w h ile  not n eg lectin g  to d evote som e tim e  
each day to  th e  consideration  o f th e  printed m ateria l 
covering  th ose  top ics or su b jects in w hich  he is  in ter­
ested , should n ot n eg lect any possib le opportunity of  
m in glin g  w ith  others w ho are engaged  in  th e  sam e  
line o f a c tiv ity , com paring n otes w ith  them , a sk in g  
questions and receiv in g  in  an sw er th ereto  th e  specific 
in form ation  and th o u g h tfu l su g g estio n s born o f th e  
oth er  m en’s experiences w hich  m ig h t never be brought  
to  h is  a tten tion  in  ordinary read ing  and study.
A ll p rofession s have forw ard-looking policies largely  
in  proportion as th e y  h ave been  able to  in terest th e ir  
m em bers in fa ir ly  freq u en t local m eetin gs and less  
freq u en t S ta te , national and in ternational m eetin gs, 
w here, in addition  to  th e  form al p resen tation s, oppor­
tu n ity  is g iven  fo r  in form al d iscussion  and in terchange  
o f ideas.
The m an seated  n e x t to  you a t a luncheon table, 
very  often , in w h a t h e  considers to  be m erely  a  side  
rem ark, w ill g iv e  you th e  an sw er to  a problem  w hich  
h as been trou b lin g  you  fo r  som e tim e, and you, in  
turn , m ay have helped to  solve one o f h is  difficulties.
S e t papers are valuable largely  as th e y  are pro­
vocative  o f d iscussion  and th e  program  fo r  an y  S tate , 
national or in ternational m eetin g  h a s  a w rong founda­
tion  i f  it  does n o t fu rn ish  an opportunity  fo r  a free  
in form al in terch an ge o f ideas.
A t th e se  m eetin g s ideas are exchanged  in  th e  se t  
program s, in  th e  d iscussional periods, in  th e  sm all in ­
form al group m eetin g s w hich  are continuously  tak in g  
place b etw een  regu lar sessio n s, a t  th e  b reak fast, 
luncheon and dinner tab les, and la st, b u t b y  no m eans  
lea st, du rin g  th e  periods w h en  on en terta in m en t b en t  
kindred sp ir its  m eet on th e  g o lf  links, a t th e  ball parks, 
in  th e  sw im m in’ hole, or elsew here under th e  in v igor­
a tin g  influences of relaxation  from  form al m ental 
effort.
In th e  near fu tu re  tw o  opportun ities are offered for  
accountants to  im prove th em se lv es  by travel, one of  
th e b est know n m ethods o f broadening one’s v iew ­
point, and b y  particip atin g  in  th e  annual m eetin g  of  
The A m erican  Society , w h ich  w ill be held a t th e  H otel 
R oosevelt, N ew  Y ork C ity, Septem ber 5, 6, and 7, 
and in  th e  In tern ation a l C ongress on A ccounting , to  
be held a t th e  Com m odore H otel, N ew  Y ork City, 
Septem ber 9-14.
F in e  chance fo r  an ideal vacation  because it  w ill 
com bine relaxation , good fe llow sh ip , educational op­
portu n ities and th e  p ossib ility  of see in g  and stu d y in g  
th e  m ost im portant b u sin ess  center in  th is  country.
H ave you  enjoyed  m eetin g  anyone from  another  
city  or S ta te  a t any o th er accounting  convention  ? If  
so, w h y  not drop h im  a line and su g g e s t  th a t you are  
go in g  to  N ew  Y ork and you hope th a t  h e  is  m aking  
plans to  be there. W e know  th a t in th e  neighborhood  
of 200 rep resen tative  accountants from  oth er coun­
tr ies  w ill be a t th e  International. I t  w ill be w orth  
w hile to  h ear th ese  m en, to  m eet th em  in form ally  and 
to  g e t  th e  side p lays o f th e ir  m inds as opportunities  
offer th em selves fo r  “sw a p p in g ” ideas.
EX AM IN ATIO N  REQUIREMENTS
T H E artic le  in  th is  issu e  by T. G. C ouncilor se ts forth  very  adm irably th e  c la im s on behalf of revenue agents  and, in cid en ta lly , m akes proper a statem en t w ith  re­
gard to  th e  w h ole  subject of exam in ation  requirem ents.
C onsidering th e  revenue agent alone, som e sta tes refu se t o 
give  any recogn ition  for the experience w h ich  he m ay have  
secured w h ile  th u s em ployed. Other sta tes specifically  a llow  
cred it for h is  work. E ith er  extrem e is  dangerous. T he prin­
cipal fun ction  of S tate  boards is  to  adm it to  exam inations, pass  
upon exam in ation s and grant certificates to  those who, a s th e  
resu lt of h av in g  m et th e  S tate  requirem ents, are supposed to  be 
capable of operating as certified  public accountants on th e ir  
own account, serv in g  the public who m ay appeal to  them  for  
th e  personal serv ice  w h ich  th ey  render, w ith  su c h  ab ility  as  
the average practitioner should possess.
Two requirem ents about w h ich  m uch d iscu ssion  has cen­
tered are those re la tin g  to  education  and th ose  re la tin g  to  
practical experience. T here are prom inent accou nting  prac­
titio n ers w ho m ain ta in  th at on ly  an  educational requirem ent 
should  appear in  any  C. P. A. law . T here are other equally  
prom inent accou nting  practitioners w ho m ain ta in  th a t the only  
essen tia l requirem ent is  th at re la tin g  to  accou nting  experience. 
H ere a ga in  it  w ould appear th a t each of th ese  extrem es is  
dangerous.
A ccou n tin g  is  rap id ly  m ovin g  in to  th e  p rofessional class, but 
before it  w il l  be fu lly  estab lish ed  th ere in  educational require­
m ents m ust be recognized and th e  tendency  w ill be for them  
to  be increased  from  tim e to  tim e.
There are com paratively  few  sta tes  w h ich  do not require  
from  th e ir  candidates for exam in ation  th e  equiva len t of a  
h ig h  school diplom a. T he doctrine of equ iva len ts is  treated  
differently  by different boards. Such a p rovision  is  e ssen tia l  
in  th e  early  h isto ry  of an y  p rofession  and it  is  not fa ir  to  
e ith er the profession  or to  th e  ind iv idu al th a t th e  in terp retation
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of the equiva len t provision  should he too severe or too len ien t. 
T he w riter  rem em bers w h en  even  a h ig h  school education  w as  
not required of one w ho practiced as a doctor or as a law yer, 
but w e a ll know  th a t th e  present-day requirem ents are such  
th a t o n ly  the m an w ith  co llege tra in in g , e ith er acquired in  the  
class room  or by such in ten siv e  hom e study as enables h im  to 
pass the required educational exam inations, is  perm itted  to  
s i t  for the m edical or the bar exam inations. In  one State, w here  
th ir ty  years ago only  one public accountant w as a college- 
tra in ed  man, there is  now  a sin g le  accou nting  office w ith  a staff 
con ta in in g  seven teen  m en w ith  college tra in in g , and through­
out a ll the sta tes there is  a rapidly  in creasin g  group of h igh ly  
educated m en w ho are en terin g  th e  accou nting  field.
T urnin g  to th e  practical experience requirem ent, th e  argu­
m ent genera lly  cited  for its  abolition  is the fact th at no prac­
tice  requirem ent is  had for th e  law yer, doctor, dentist, arch i­
tect, or other p rofessional c lasses and th at accou nting  should  
stiffen  its  educational requirem ents and e lim in ate  its  experience  
requirem ent. T he tim e w ill probably com e w h en  th is  can be 
done w ith  safety , but it  has not yet arrived.
The case m ethod, the m oot court and other practical experi­
ence devices, have been developed by th e  law  schools so that 
one w ho has com pleted h is courses is  granted the r ig h t to  
take h is  bar exam in ation . M edicine, in  its  schools, has de­
veloped the c lin ic , th e  in tern sh ip  and the hosp ita l fa c ilit ie s  to  
such an ex ten t th at its  graduates m ay w ith  propriety, as w ell 
as w ith  safety , so far as the public is  concerned, be adm itted  
to the m edical exam ination . T he sam e is  true w ith  regard  
to educational courses in  dentistry , arch itecture, eng ineering , 
etc., The developm ent of new  m ethods for presen tin g  account­
in g  p rincip les has been rapid in  th e  la st  tw en ty  years. So far, 
how ever, there has not y e t been outlined  a p lan by w h ich  
the technique can be acquired in  the school room  w h ich  the  
prospective C. P. A. should have if  he is  to  be g iven  auth ority  
to open an office and announce to  a ll com ers th at he is  prepared  
to handle a ll w ork offered him . U n til th a t tim e elim in ation  
of the experience requirem ent is  not w arranted.
G ranting th e  p ossession  of a proper th eoretica l tra in in g , how  
m ay a sufficient tech n ica l experience be obtained?
As to th e  am ount of public accou nting  experience needed, the  
sta tes vary in  th e ir  requirem ents from  n o th in g  to  five years. 
As to type of experience, th e  m ajority  of law s g ive  to  th e  var i­
ous boards the r ig h t to  exercise  th e ir  judgm ent in  e stab lish in g  
rules by w h ich  th ey  w ill be guided. Som etim es an attem p t is  
m ade to  c la ss ify  each k in d  or type o f experience w h ich  w ill be 
recognized. Som etim es th e  Board determ ines th a t it  w ill 
decide each case on its  in d iv id u a l m erits. T he la tter  m ethod  
w ould appear to  be th e  better because of th e  personal equation, 
w h ich  can never be en tire ly  elim inated .
If, for instan ce, a  Board req uiring  four years of experience, 
according to  the law , should  decide by rule th a t th e  four years  
m ust be spent in  the office of a C. P. A., th e  Board m igh t find 
itse lf  w ith  an app licant w ho had been in  the em ploy of a  public  
accounting  organization  for an even  longer period but w ho  
had, during practica lly  th e  en tire  tim e, been w ork in g  on  
one continuous audit. On th e  other hand, the Board m ight 
have a prospective app licant before it  w ho for the sam e tim e  
had been draw ing  a sa lary  from  one financier, and a fter  h is  
death from  h is  estate, for doing th e  necessary  a u d itin g  in  
connection  w ith  th a t financier’s investm ents, coverin g  th e  fields 
of banking, hotel, new spaper, m ining, farm ing, real e sta te  de­
velopm ent and m anufacturing. Under a se t rule the first m an  
w ould be perm itted  to  take  th e  exam in ation  and th e  second  
m an w ould be barred, and yet, so far as th e  public w as con­
cerned and so far  as th e  possib le  chance for su ccess of in d i­
v idu als w as concerned, the experience of the second m an w as  
far better than  th e  experience of the first m an.
Take another illu stra tion . Tw o m en w ho entered th e  em ­
ploy of the sam e accou nting  organization  a t the sam e tim e and, 
therefore, from  th e  stan dp oin t of m erely  the tim e and em ploy­
m ent provisions have had th e  sam e experience, m igh t present 
th e ir  app lication s to  a Board. W ith  hard and fa st ru les both  
would be adm itted  to the exam ination . In a proper check ing, 
how ever, by the Board of th e  experience of th ese  tw o m en, it  
m ight be found th at one m an had been kept on a type of cases  
w h ich  had not g iven  him  the experience w h ich  the other m an  
had received from  th e  sam e office. T his s itu a t io n  developed  
in  a S tate  w here each case w as passed on its  ind iv idu al m erits  
and w ith ou t an y  ru les other th a n  th e  law . T he Board decided  
to  adm it one of the app licants to  the exam in ation  and suggest 
to th e  other app licant and h is  em ployer th a t a m ore d iversified  
form  of a ssign m en ts should  be g iven  in  order th a t th e  in d iv id ­
ual m igh t be in  a position  to  serve c lien ts  not only m ore ac­
ceptably but m ore efficiently.
R everting  again  specifically  to  th e  revenue agents situation , 
it  should be observed in  general th at here, as elsew here, the  
personal equation cannot w ith  propriety  be overlooked. In gen­
eral th ey  obtain a good tra in in g  in  ra is in g  th e  qu estion  m ark  
and m aking objections. The tendency of the G overnm ent has 
been to  develop to  a very  h ig h  degree th is  particu lar facu lty  
in  its  em ployees. M any of th e  m en have fe lt and s t ill  do feel  
th at th e  standard by w h ich  th ey  are m easured is  very  largely  
th e ir  a b ility  to pick flaws, w h ile  not so m uch stress has been  
la id  on th e  constructive side of th e  accou nting  work. T his  
d istin ction  is  one re la tin g  to  the group as a w hole and it  
m ust be recognized th at m erely  because a m an is  in  the em ploy  
of the G overnm ent he is  not thereby obliged to overlook con­
stru ctive  p o ssib ilities .
T he revenue agent is  p r iv a te ly  em ployed and the experience  
w h ich  he has had should be evaluated  on p ractica lly  th e  sam e  
b asis as th e  experience w h ich  an in tern al auditor for a large  
b u siness organization  m igh t have obtained. E ach has one em ­
ployer. E ach  brings to  bear on every problem  presented to  
him  a s in g le  final v iew point. D epend ing upon th e  d iv ersity  
of angles of approach, w h ich  cannot be the sam e for a ll revenue  
agen ts in  any  one group or c lassifica tion  any m ore th a n  it  
can be the sam e for a ll in tern a l aud itors for private enter­
prises, or for a ll em ployees of a public accountant, should  be 
the allow ance w h ich  w ill be m ade by a Board for the accounting  
experience obtained therein .
The law yer takes h is  course in  general or basic law , passes  
h is  exam in ation  on th e  en tire  subject, is  adm itted  to  the bar 
and then  begins to  specia lize. T he doctor m ust cover in  h is  
course th e  fundam ental princip les of m edicine in  its  various  
branches, pass th e  exam in ation  and th en  begin  to  specia lize. 
So, too, the accountant, w h eth er in  th e  h ig h est type course  
devoted to  bu sin ess tra in in g , in  p rivate  em ploym ent, in  govern­
m ental service, or in  th e  em ploy of another public accountant, 
m ust secure, prior to h is  exam in ation  and entrance in to  full- 
fledged p rofessional standing, a  sufficiently varied  type of all- 
around accou nting  experience so th at he w ill be able to  render  
a serv ice  to  h is  c lien ts, not of a specialized  type at th e  be­
g in n in g  any m ore than  does a law yer or a doctor. T hat w ill  
com e later.
T he tim e elem ent a lone is  not sufficient, a lthough  it  is  the  
easiest m ethod of determ in ing  probable qualifications. T o every  
Board there should  be delegated, in  add ition  to  th e  tim e ele­
m ent provided by th e  law , th e  r ig h t to  exercise  it s  ow n judg­
m ent in  determ in ing  w h eth er th e  experience w h ich  th e  appli­
cant has had is  sa tisfa c to ry  and if  th e  Board is  granted th at  
righ t of determ ination  it  w ill n ecessarily  exercise  it  under th e  
sam e cond itions as referred to  in  th e  educational requirem ent, 
nam ely, th at th e  equivalen t of a  g iven  period of public account­
in g  experience m ust not be determ ined by eith er  too severe  
or too len ien t standards, for both  th e  public and th e  ind iv idu a l 
m ust be considered.
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To the Members
of The American Society of
Certified Public Accountants:
The New York State Society of Certified 
Public Accountants is most happy that your Society 
has accepted its invitation to hold its 1929 meeting 
in New York City. Plans for your entertainment have 
been made which we believe will make your meeting 
not only a memorable one but also we hope a most enjoy- 
able one. It is our desire that all of your members 
will make an effort to attend this meeting and that 
your Society will in this City reach its largest 
convention attendance.
As your meeting will be followed by the 
International Congress on Accounting, it is our hope 
that your members will arrange to prolong their stay 
in this City in order that they may attend also the 
meetings of the International Congress on Ac­
counting.
NEW YORK STATE SOCIETY OF CERTIFIED 
PUBLIC ACCOUNTANTS.
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L o w er M anhattan  at N ig h t as Seen  from  th e  H ud son  R iver
New York City In 1929
W H A T w ill you h a v e ? ”
 W ith  th is  q u es tio n  N ew  
 Y ork  C ity  is p re p a re d  to  
g re e t T he A m erican  S ociety  of C ertified  
P u b lic  A c co u n ta n ts  w hen  i t  com es to  
N ew  Y ork n e x t m o n th  fo r i ts  a n n u a l 
co n v en tio n . T he w o rd s  w ill be used  in  
a b road , r a th e r  th a n  in  a re s tr ic te d , sense.
It w ill be on ly  n a tu ra l  fo r som e m em ­
b e r of T he Society  w ith  an  in q u is ito r ia l  
m in d  to  rep ly :
“W h at h av e  y o u ? ”
New  Y o rk 's  a n sw e r w ill be ab o u t as 
fo llow s:
“W e h av e  e v e ry th in g  th a t  th e  n o rm al, 
w holesom e, in te l lig e n t  h u m a n  be ing , con­
v en tio n  bound , can, by a n y  s tre tc h  of th e  
im a g in a tio n , w a n t.”
M uch is sa id  ab o u t th e  b ig n ess of N ew  
Y o rk — ab o u t its  im p o rta n c e  in  th e  field 
of com m erce. L ess is sa id  ab o u t th e  
h u m a n ity  of N ew Y ork, a fa c to r  w h ich  
i s  eq u ally  e x is ta n t. C om bine th e  tw o 
fac to rs , add  a h is to r ic a l b a ck g ro u n d  of 
320 y e a rs  an d  a c u ltu ra l  fee lin g  w h ich  
h a s  b u ilt  up n o t one b u t a se rie s  of 
g re a t e d u ca tio n a l in s t i tu t io n s ,  an d  we 
have th e  e x p la n a tio n  w hy  th e  v is i to r  to  
N ew  Y ork  can  find a n y th in g  th a t  he 
seeks.
The M e rc h a n ts ’ A sso c ia tio n  of New 
Y ork  h as ta k e n  p a r t  in  th e  w elcom e of 
m an y  d iffe ren t o rg a n iz a tio n s  in  th e  la s t  
th ir ty - tw o  y ears . I ts  ex p erien ce  h as 
been th a t  th e  m em b e rs  of th ese  o rg a n i­
za tio n s  have c a r r ie d  aw ay  w ith  th em  
m u ch  of p rofit to  th em se lv es  and  m an y  
in te re s t in g  and  p le a su ra b le  m em ories . 
I t  ex p ec ts  th e  sam e to  be tru e  in  resp ec t 
to  th o se  w ho a tte n d  th e  C o n v en tio n  of 
th e  C ertified  P u b lic  A cco u n tan ts .
F o r  th e  benefit of th e  tw o or th re e  
people w ho do n o t k now  th e  fac t a l­
read y , i t  m ig h t be ex p la in ed  th a t  M an­
h a tta n  Is la n d , on w h ich  ab o u t o n e -th ird  
of th e  p o p u la tio n  of th e  N a tio n ’s la rg e s t  
c ity  m ak es  i ts  hom e, w as once so ld  by 
th e  In d ia n s  to  P e te r  M in u it, w ho  h ad  
been  ap p o in te d  D ire c to r G en era l of N ew  
N e th e r la n d s , fo r  a  few  t r in k e ts  v a lu e d  
a t a b o u t tw e n ty -fo u r d o lla rs . T h is  took  
p lace  in  1626, sev en teen  y e a rs  a f te r  
H e n ry  H u d so n  h a d  sa iled  in to  th e  h a r ­
bo r in  th e  course  of w h a t he expected  
to  be a voyage from  H o llan d  to  In d ia . 
T h is  sam e is lan d  is now  v a lu ed  by th e  
ta x  a sse sso rs  a t  over e ig h t b illio n  do l­
la rs  an d  co n ta in s  en o u g h  p o in ts  of in te r ­
est to  keep  th e  v is i to r  busy  fo r a s  m an y  
clays or w eeks as he cares to  spend.
C ertified  pu b lic  a c c o u n ta n ts  a re  accu s­
to m ed  to  h a n d lin g  figu res d e a lin g  w ith  
m illio n s . A long  a n a rro w  s tre e t  ca lled  
“W all,” ab o u t less th a n  o n e -q u arte r  of 
a m ile  n o r th  of th e  so u th e rn  te rm in u s  of 
M a n h a tta n , m ore  of th ese  m illio n s  a re  
a c tu a lly  h a n d le d  th a n  in  ony o th e r  s im i­
la r  c e n te r  in  th e  w orld . I t  is in te re s t in g  
to  no te  th a t  th is  s tre e t  took  its  n am e  
from  th e  fa c t th a t  n o t q u ite  th re e  h u n ­
dred  y e a rs  ago th e  D u tch  b u rg h e rs  w ho 
lived  in  w h a t w as th e n  k n o w n  as th e  
to w n  of N ew  A m ste rd am , b u ilt  a “ W aa l” 
a lo n g  th e  n o r th e rn  b o rd e r of th e ir  to w n  
to  p ro tec t th em se lv es  from  a tta c k . T o­
day, s tee l v a u lts  a lm o st as im p reg n ab le  
as th e  F o r tre s s  of G ib ra lta r  g u a rd  fro m  
a tta c k  th e  tr e a s u re s  th a t  lie  a lo n g  th e  
lin e  of th e  a n c ie n t “W aa l.”
I t  m ig h t be m en tio n ed  th a t  New Y ork  
is th e  o ldest in co rp o ra te d  c ity  in  th e  
U n ited  S ta te s ;  th a t  a t  th e  p o in t w h e re  
W all S tre e t  in te rs e c ts  B road  S tre e t  is 
th e  s ite  of th e  F e d e ra l H a ll, s in ce  dem ol­
ish ed , on th e  ba lco n y  of w h ich  G enera l 
W ash in g to n , on A p ril 30, 1789, to o k  th e
[ N o t e — T h i s  s k e t c h  w a s  p r e p a r e d  a t  t h e  
r e q u e s t  o f  t h e  N e w  Y o r k  C o m m i t t e e  in  
c h a r g e  o f  T h e  A m e r i c a n  S o c i e t y  C o n v e n ­
t i o n  b y  F r a n k  L. H o p k i n s  o f  t h e  M e r ­
c h a n t s '  A s s o c i a t i o n  o f  N e w  Y o r k . ]
W o o lw o rth  B u ild in g
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oath of office as the first P resident of 
the U nited S ta tes; and that, from  1785 
to 1790, N ew  York w as the capital of the  
N ation.
E nough for h istory. I f any one of the
G rand C en tra l T erm in a l
v is ito rs  to  the forthcom ing convention  
of accountants w an ts further in form ation  
on th is  subject, le t them  v is it  the im ­
pressive  N ew  Y o r k  P ublic L ibrary, at 
42nd Street and B roadw ay, wh ere a 
b u ild in g  coverin g  m ore than  an ordinary  
c ity  block is the c ircu la tin g  center for  
over three m illio n  books, qu ite a sub­
sta n tia l proportion of w h ich  deal w ith  
h istor ica l facts.
The first th in g  th at is go ing  to con­
front the v is ito r  w ho a rrives at one of 
th e  great railroad term inals w ith in  the  
city , is  a fleet of taxicabs. H e w ill find 
m ost of th ese  tax icab s com fortable and  
m any of them  even  luxurious in  their  
appointm ents. W hen he steps out of 
one of these  cabs a t h is hotel he w ill 
find h im se lf asked to  pay a low er fare  
than  w ould lik e ly  be charged for a sim i­
lar d istance in  any other c ity  in  the  
U nited States. T his fact is  the resu lt of 
real com petition— a factor w h ich  w ill 
m ake it  w ell w orth w h ile  for any v isito r  
to take a look at N ew  Y ork’s shops and 
stores before he leaves the c ity .
It is  im possib le to  include in  any sh ort 
artic le  a lis t  o f a ll th in g s w h ich  m ay in ­
terest the m an or wom an w ith  a few  
spare hours o f tim e on h is  hands. Is 
it  the dram a? N ew  York is th e  hom e  
of first productions. T hey u su a lly  begin  
in  A ugust. The person who com es to
the c ity  in  Septem ber is  certa in  to find 
not only a w orth w h ile  l is t  of brand new  
show s but a lso  a selected  lis t  of tried  
and true perform ers, som e of w h ich  have  
been on the boards for periods vary in g  
from  s ix  m onths to  three  
years. N ew  Y ork’s good  
show s are crowded. For  
those d esir in g  th is  form  
of enterta inm ent it  is w ell 
to  arrange for tick ets con­
siderably  in  advance. It 
is  possib le to save m oney  
by tak ing  th is  precaution  
and dealing w ith  the box  
office, a lthough there are 
agencies in  a ll of the lead­
in g  hotels, w hich  w ill ar­
range for tick ets  at a m od­
erate advance over box 
office prices.
N ew  York has, in  fact, 
about e igh t hundred thea­
ters, of w h ich  252 are de­
voted to  the spoken drama, 
and 548 to m otion picture  
productions. F or the aver­
age v isito r  w ho w ill be 
satisfied w ith  none but 
first-class show s, 125 thea­
ters are availab le.
A  word should be said  
about the c ity ’s m otion  
picture palaces. To reach  
m any of them  one starts  
a t the corner of 42nd 
Street and B roadway, and goes in  a  
n ortherly  d irection . It is  no exaggera­
tion to  describe them  as palaces. M any 
m illio n s of do llars have gone in to  the  
construction  o f picture aud itorium s as  
unique as they are beautifu l and im pres­
sive . H ere w ill be found the best and  
m ost m odern of the screen productions. 
A ll-ta lk ing p ictures are the rule.
Does one seek  exceptional food in  un­
usual surroundings? N ew  York has a 
hundred restau ran ts w h ich  provide it.
W hether one i s  in terested  in  the deli­
cacies of the far-off Orient, the peppery  
dish es of Spain, the delicate cu isine of 
F rench  chefs, or ju st p lain , old-fashioned  
clam  chow der and pork and beans of the  
N ew  E nglander, it  is  ea sily  availab le. 
N ew  York is  a cosm opolitan city . T his  
fact is  reflected in  its  restaurants. A  
recent in v estig a to r  pointed out that the  
native  food and d istin ctiv e  d ishes of 
th irty-seven  n a tio n a litie s  are obtainable  
in  public restaurants.
“Is it  sp orts in  w h ich  the v isitor  is  
in terested ?”
N ew  York C ity is  exceptionally  w ell 
placed in  th is  respect. It has no less  
than three baseball team s in  the m ajor  
leagues. I t is  therefore certain  that if  
the Y ankees are not perform ing in  their  
big stad ium , north  of the H arlem  R iver, 
the G iants w ill be fighting it  out at the  
Polo Grounds, at 155th Street and E ighth  
A venue, or the B rooklyn R obins w ill be 
b attin g  them  out at E bbetts F ie ld .
“Is it  racing?”
B elm on t Park in  the Borough of 
Queens w ill then  becom e the goal of the  
v isito r . N ew  York C ity has five tracks  
devoted to  “the sport of k in g s.” R acing  
at B elm ont begins on Septem ber 2 and 
continues un til Septem ber 16.
Perhaps som e of the adventurers in  
the forthcom ing convention  w ill be m ore 
seriou s m inded. To one interested  in  
education , any  of N ew  York’s U n iver­
s it ie s  w ill repay the v is it . Probably  
the one th at is  m ost str ik in g  because of 
the grouping of it s  bu ild ings, is  Colum bia 
U n iversity , covering an area of m any  
blocks on M orningside H eights, betw een  
Clarem ont A venue and M orningside  
D rive. T h is in stitu tio n , in to  the build ing  
of w h ich  enough m illio n s have gone to  
construct several fair-sized tow ns, is  
recognized as one of the great in stitu ­
tions of the world and has m ore students  
than any other u n iv ersity  in  the U nited  
States.
The m ain  bu ild in gs of N ew  York Uni-
U n ited  S ta te s  S u b trea su ry
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v e rs ity, w hich is  the country’s second  
largest h igher educational in stitu tio n , 
are located in  the Borough of the Bronx, 
on the H eig h ts  above the H arlem  R iver. 
H ere w ill be found the fam ous H all of 
F am e, w here an effort has been m ade to 
perpetuate in  m arble those w ho have  
m ade outstand in g  contrib utions to  the  
developm ent of the N ation .
Or, if  one is  in terested  in  see in g  w hat 
m ay be done in  the w ay  of h igh er  edu­
cation  on a str ic tly  m un icipal basis, he  
m ay v is it  the College  
of the C ity o f N ew  
York, the m ain  bu ild ­
in g s of w h ich  cen ter  
about Convent A venue  
and 139th Street.
“Is it  art?”
T here are no less  
than  43 art g a ller ies  
and perm anent art ex ­
h ib itions in  N ew  York  
City. Those w ho are 
in terested  in  m aster­
pieces, w hether in  the  
w ay of em broidery, tap­
estr ies, pa in tin gs, sta t­
uary, or prints, w ill not 
fa il to  spend som e tim e  
in  the M etropolitan Mu­
seum  of A rt, at F ifth  
Avenue and 82nd Street.
In  an effort som e 
tim e ago to find out 
w hat th in gs in  N ew  
York City are m ost 
w orth seein g , The Mer­
ch an ts’ A ssociation  re­
cen tly  asked severa l 
w ell know n arch itects  
and engineers to  sub­
m it l is ts  of w hat they  
considered the seven  
w onders of N ew  York  
City. It m ay be of in ­
terest to note som e of 
the th in g s th a t w ere se t  
dow n in  th is  connec­
tion . A t the top of the  
lis t  stood the N ew  York  
w ater supply system , 
through w h ich  m ount­
a in  sp r in g  and lake w a­
ter  is brought through  
a tun nel over n in ety  m iles  long to  the  
taps of h otels and hom es. To v iew  th is  
m arvel invo lves an  autom obile trip of 
at lea st one day and preferably tw o, the  
m ajor part of w h ich  w ill be through  
som e of the m ost s tr ik in g ly  beautifu l 
scenery  in  the E astern  part of the U nited  
States.
The N ew  York subw ay system , w hich  
carries several m illion  passengers daily , 
w as also  se t  dow n. A nyone w h o  v is its  
the heart of the c ity  can scarcely  escape  
see in g  th is  m arvel.
Other th in g s w hich w ere listed  in  re­
sponse to  The M erchants’ A sso c ia tio n ’s 
questionnaire w ere the Statue of Lib­
erty; R iversid e Drive, a great parkw ay  
through a park exten d ing  for several 
m ile s a long the H udson R iver; the H ol­
land T unnel, a new  veh icu lar passage­
way under the H udson R iver betw een  
M anhattan and N ew  Jersey; the four  
great bridges crossing  the E a st R iver; 
the W oolw orth B u ild ing , w h ich  still  
holds the honor of topping the num erous
skyscrap ers contrib uting  to the unique  
aspect o f the C ity’s  sk y lin e; B ronx Park, 
housing fam ous botanical and zoological 
gardens; the M useum  of N atural H istory , 
w hich h as done for science w h at the  
M etropolitan M useum  of A rt h as done for 
beauty; Coney Island , a  popular and  
enorm ously  patronized playground by 
the sea; the new  M edical Center, h ou sing  
laboratories for every branch o f m edi­
cal research and hosp ita ls to  fit every  
pocketbook, and offering in its  construc­
tion  a str ik in g  exam ple of Am erican art
in  en g in eer in g; the Cathedral of S t .  John  
the D iv ine; the tom b of U. S. Grant at 
R iverside D rive and 122nd S treet; and 
the Aquarium  in  B attery  Park, in  w hich  
m ay be seen fish of v ir tu a lly  every  
know n variety .
For those w ho have not seen  it, no 
v is it  to N ew  York is  com plete w ith ou t  
a call on the N ew  York Stock E xchange, 
where, on certain  busy days, as m any  
as e ig h t m illio n  shares, rep resenting  
m any b illion s of in ­
vested  capital, have  
changed hands.
Other poin ts w h ich  
m igh t be m entioned  
are F aunce’s T avern , 
at the corner of Broad  
and P earl S treets, in  
one of the room s o f 
w hich G eneral W ash­
ington  took leave of th e  
officers who had served  
w ith  h im  in  the W ar; 
the U nited S t a t e s  
Subtreasury a t W all 
and N assau  S treets, on 
the s ite  of w h ich  W ash­
ington  w as inau gurat­
ed in  1789; St. P au l’s  
Chapel at the corner  
of V esey S treet and  
B roadway, w h ich  w a s  
built in 1754, and in  
w hich W ash ington  and  
G overnor C linton both  
had th eir  pew s; th e  
old John Street M etho­
d ist E piscopal Church, 
w hich is  know n as th e  
m other church of A m ­
erican M ethodism  and  
w as organized in  1766; 
the C ity H all, erected  
over a hundred y ears  
ago, and recognized a s  
one o f the finest p ieces  
of arch itectu re in  N ew  
York; Chinatow n, sec- 
ond only to the C hinese  
quarter of San F ran cis­
co as a  dw ellin g  place  
for O rien ta ls; Green­
w ich  V illage, a  l it t le  
B ohem ia near W ash in g­
ton Square Park, w ith  m any unusual stu ­
d ios and restau ran ts; the M orris-Jum el 
H ouse a t 160th Street near A m sterdam  
Avenue, w h ich  is  fu ll of C olonial r a r it ie s ;  
St. A n n’s Church in  E a st 140th S treet, 
b u ilt by G ouverneur M orris and co n ta in ­
in g  a fam ous churchyard filled w ith  th e  
graves of statesm en, pioneers and so ld iers  
of early  h istory; and th e  Poe Cottage a t  
K ingsbridge Road and 192nd Street, th e  
form er hom e o f Edgar A llen  Poe, n ow  
filled w ith  a co llection  of Poe relics.
N ew  Y o rk  S to ck  E x ch a n g e
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Convention Notes
F r id a y  afternoon  
offers a  d iv ersity  of 
enterta inm ent f o r  
m en and wom en. 
T hose in terested  in  
golfing w ill be taken  
to  th e  Salisbury Golf 
Course, L ong Island. 
T hose in terested  in  
sw im m in g  or w ho  
w ould lik e  to  spend  
an afternoon  by the  
oceanside w ill be ta k ­
en to  L ong Beach. 
P rizes w ill be aw ard­
ed for golf. Specific  
reg istra tio n s for golf 
and sw im m in g  m ust 
be m ade a t the R eg­
istra tion  desk on 
T h u rsd a y  in  order 
th a t proper accom ­
m odations m ay be 
provided. A ssistance  
w ill be g iven  those  
w ho do not w ish  to  
golf or sw im , if  they  
w ill ind icate  th e ir  
desires at the R eg­
istra tio n  desk on 
T h u rsd a y .
F rid a y  even in g  w ill be m ain ly  occupied  
w ith  a  bridge tournam ent. R eservations  
should  be m ade T h u rsd a y .  T he golf 
course and the beach are so far rem oved  
from  th e  city, both as to  d istan ce and  
tim e requirem ent, th at no early  set hour  
can be fixed for th e  even ing. Som e w ill 
w an t to a ttend  a theater. Com plete in ­
form ation  concerning  them  w ill be found  
a t th e  R eg istra tion  desk. The bridge  
party  w ill begin  at n in e  o ’clock and w ill 
run for a couple of hours.
S a tu rd a y  ev en in g  th ere  w ill be an in ­
form al dinner dance at th e  H otel Roose-
T h u rsd ay  a f t e r ­
noon, a t tw o o’clock, 
the reports of S tate  
R epresen ta tives w ill  
be given , fo llow ed  by 
a general d iscussion  
under th e  head of 
“For the Good of th e  
Order.”
F r id a y  m orning  
w ill be devoted to  
the sess io n  of th e  
C onvention coverin g  
tech n ica l m atters re­
la tin g  to th e  profes­
sion .
T h e  O r d e r  o f  
T w elve w ill hold its  
sess io n  at the hom e  
of the A ccou ntan ts’ 
Club of Am erica, H o­
tel M ontclair, at 11.15 
F r id a y  n igh t.
S a tu rd a y  m orning  
the regu lar session  
w ill be g iven  over to  
th e  form al presen ta­
tion  of various v iew ­
p oin ts regarding  Pro­
fession a l L eg is la tion  
a n d  O rganization, 
and th e  afternoon  
sess io n  w ill be devot­
ed to  a d iscu ssion  of 
the m orning papers. It is  hoped th at  
every S tate  Board and every  State  Soci­
e ty  w ill have a t least one rep resentative  
present a t th ese  session s.
FO R  W OM EN
T h u rsd a y  m orn ing  the lad ies w ill be 
greeted by rep resen ta tives from  N ew  
York and w ill spend the tim e in  g e ttin g  
acquainted. In th e  afternoon th ey  w ill  
leave by bus for a trip  w ith  tw o  im port­
ant objectives in  v iew — the L eviathan , 
the w orld’s largest sh ip , w ill be inspected  
(C o n tin u e d  on  p a g e  253)
C A R L  E . D IE T Z E , o f  M ilw a u k ee , W isco n sin , a n d  h is  G olf T ro p h ies.
A t the le ft is  the D istr ic t of Colum bia Cup w h ich  he secured a t The A m eri­
can S ociety  m eetin g  la st year for h av in g  th e  low est net score. Second from  
th e  le ft  is  th e  W isconsin  Cup w h ich  he w on at th e  W isconsin  Golf T ournam ent 
la st year. T he th ird  from  th e  le ft  is  the M ichigan Cup, earned a t N ew  O rleans 
by tu rn in g  in  the low est gross score. T he cup at th e  r ig h t w as g iven  to  him  
by th e  Society  of L ou isian a  Certified Public A ccountants for a perm anent trophy  
a s  for the first tim e in  th e  h istory  of T he A m erican Society  golf tournam ents, 
th e  sam e in d iv id u a l had turned in  the low est net and low est gross scores.
of the N ew  York n igh t clubs w ill be 
present.
The R eg istra tion  desk w ill have su g­
gestions of other w ays in  w h ich  th e  tim e  
m ay be spent i f  the regular program  is  
not sufficiently fu ll.
FOR M EN
M embers m ay reg ister  at th e  H otel, 
W ednesday, Septem ber 4, from  6.00 to
9.00 p. m., and each day thereafter  be­
g in n in g  at n ine in  the m orning.
T he Board of D irectors, for th e  year  
end in g  A ugust 31, 1929, w ill hold its  final
velt. F o llow in g  the dinner, beg in n in g  at 
7.30 and properly in terspersed  w ith  danc­
ing, there w ill be the usual presen tation  
of prizes by a rep resentative of the N ew  
York State  Society , then  som e dancing, 
the in troduction  of foreign  delegates, w ho  
are p rim arily  in  the country for atten d­
ance upon the In ternational Congress on 
A ccounting, th en  som e m ore dancing, the  
introduction of officers of The A m erican  
Society  for n ext year, th en  som e m ore 
dancing, and, finally, a n ig h t club enter­
ta inm ent, a t w h ich  a r tis ts  from  several
m eetin g  W ed n esd a y  even in g , Septem ber
4, a t e ig h t o’clock. T he first m eetin g  of 
the Board of D irectors for th e  year be­
g in n in g  Septem ber 1, 1929, w ill be held  
at n in e o ’clock, T h u rsd ay  m orning, Sep­
tem ber 5, a t w h ich  tim e arrangem ents  
w ill be m ade for succeed in g  m eetings.
T h u rsd a y  m orning, th e  first session  of 
the C onvention w ill begin, be ing  devoted  
to  th e  reports of officers and com m ittees  
and th e  in troduction  of any  m atters of 
bu siness w h ich  m ay be presented.
FO R M E N  A N D  W OM EN
T he E ig h th  A nnual C onvention of The  
A m erican Society  of Certified Public Ac­
countants w ill be held  at th e  H otel R oose­
ve lt, N ew  York City, W ednesday, T hurs­
day, F rid ay  and Saturday, Septem ber 4, 
5, 6 and 7, 1929.
T h u rsd ay  afternoon  a t 6.15, bu sses w ill 
leave the H otel R oosevelt for Coney Is­
land w here a shore dinner w ill be had at 
F eltm an’s R estaurant, fo llow ed  by an  
ev en in g  for w h ich  Coney Island is  fa ­
m ous. Cars w ill re­
turn  as needed from  
11.00 to  12.00 m id­
n igh t.
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The Revenue Agent And The C. P. A. 
Examinations
IN  certain  sta tes hav in g  an experience  requirem ent w h ich  m ust be m et as a  cond ition  precedent to  procuring  
adm ission  to  th e  C. P. A. exam in ation s, 
the question  h a s  ar isen  a s  to w heth er or 
not service as a R evenue A gent in  the  
em ploy of the U nited  S ta tes T reasury De­
partm ent should be regarded as qu alify ­
in g  experience. In  other sta tes the sam e  
question  is  lik e ly  to  be raised  at any  
tim e. F or som e obscure reason there ap­
pears to  be, or at least to  have been, a 
certa in  am ount of opp osition  to  the recog­
n ition  of th is  experience. The reason is  
obscure, and th e  fact th at the conclusion  
is  incorrect is  believed  by  th e  w riter  to  
be read ily  dem onstrable.
L et u s take, for exam ple, a  S tate  w hich  
requires of a ll h ig h  school graduates five 
years of sa tisfactory  accou nting  experi­
ence, at lea st tw o y ears of w h ich  sh a ll 
have been spent in  the office of a Certified 
P ublic A ccountant. T his m eans th at  
three years spent as a general bookkeeper  
o f w hatever type o f concern, p lus tw o  
years as a  jun ior  accou ntant in  the office 
o f a C. P. A. is  our standard of m easure­
m ent. So far as the three y ears are con­
cerned no  difficulty w hatever is  en­
countered, since th is  m ust be m et in  any  
even t. The rea l qu estion  to  be answ ered, 
then, is  w h eth er or not tw o y ea rs’ ex­
perience a s  a  R evenue A g en t is  of 
equal va lue w ith  tw o y ears’ experience  
a s  a jun ior  accountant in  fittin g  an ind i­
v idu al to assum e the du ties and respon­
s ib ilit ie s  o f a certified public accountant. 
I f  so , there is  no  bona fide reason  o f su f­
ficien t w e ig h t to  w arran t d iscr im ination  
aga in st th is  experience. I f  unw arranted, 
it  is  un justified; i f  unjustified , i t  should, 
in  a ll fa irn ess, be corrected.
W hile no ca tegorica l defin ition  of the  
w ork o f jun ior accou ntants is  practicable, 
all m em bers o f the profession  are fa­
m iliar  w ith  the general nature of the  
du ties— in  m any in sta n ces hardly  m ore  
than  clerical. R esp o n sib ility  rests  but 
lig h tly  upon th e ir  shoulders and the ne­
cessary  th in k in g  is very la rge ly  done for 
them ; th a t is, so  lon g  as th e ir  w ork is  
str ic tly  lim ited  to  th a t o f ju n io rs as such, 
w h ich  is  our standard o f m easurem ent. 
T he fact th at en terp risin g  and in te llig en t  
jun iors m ay be perm itted  to  spread their  
w in g s and soar to  lo ftier  h e ig h ts  is  be­
side the question .
H ow  does th e  w ork o f the R evenue  
A gent in  Grade 6, the low est grade, com ­
pare w ith  th is?  A fter  a b r ief tra in in g  
period under the su p erv ision  of an ex­
perienced m an, the beginner is  required  
to  m ake aud its of the easier  ind iv idu al,
B y  T. G. COUNCILOR, C. P . A .,
Conferee, Office of In ternal R evenue  
A gent in  Charge, P ittsburgh , Pa.
fiduciary, partnersh ip , and corporation  
returns. T o su ccessfu lly  handle th is  
work, extended tra in in g  and experience  
are necessary, together w ith  the exercise  
of independent judgm ent and the kn ow l­
edge of w h at is  genera lly  recognized as 
a h ig h ly  specialized  and com plex subject 
m atter. D eficiencies in  the b eg inn er’s  
know ledge are com pensated and he rapid­
ly  acquires the a b ility  to stand upon h is  
ow n feet by variou s m eans, inclu d ing  d ili­
gen t n ig h t stu d y  of the bureau courses in  
incom e tax  law , and free access to  an y  or 
all of the su pervisory officers for the pur­
pose of d iscu ssin g  baffling m atters. A fter  
a tim e he “finds h im se lf,” and, i f  he proves 
su ccessfu l, m oves in to  Grade 7, w h ich  is  
sim ila r  to  Grade 6, except th a t average  
cases are w orked and easy  conso lidations  
are included.
D etailed  aud its are not u su a lly  m ade, 
since the R evenue A gent, as such, is  not 
concerned w ith  m any th in g s  w h ich  are of 
im portance in  a com m ercial audit. T his  
feature, how ever, far from  sim p lify in g  
the task , ac tu a lly  com plicates it  exceed­
in g ly  for  the reason th a t the agent m ust 
here carry a very  h eavy  responsib ility . 
W ere tim e not an  im portant factor, he  
m igh t m ake detailed  aud its, thereby a s­
su rin g  h im se lf  th a t th e  resu lts reached  
w ere a s  nearly  perfect a s  possib le. B ut  
tim e is  an  im portant factor, and detailed  
aud its are not desired un less n ecessita ted  
by th e  facts in  a particu lar case. Stated  
briefly, the R evenue A gent m ust go  in to  
a p erfectly  strange bu siness, perform  the  
work n ecessary  in  reach ing  a correct con­
clu sion  a s  to  taxable net incom e, om it a ll 
u n necessary  steps, and pass on to  h is  
n ext a ss ig n m en t w ith  a m inim um  ex­
pend iture o f tim e.
If, therefore, an y  m em bers o f the pro­
fessio n  have been en terta in in g  the b e lie f  
th a t the fa ilu re  o f a  R evenue A gent to  
m ake a detailed  aud it is  caused by any  
lack  o f kn ow ledge or tech nica l a b ility  on 
the part o f the agent, th ey  have been  
laborin g  under a g ross m isapprehension . 
J u st w h at m ay b e sa fe ly  om itted  ca lls  for  
the exercise  o f independent judgm ent in  
no sm all degree and, s in ce  m ateria l er­
rors are serious, the resp on sib ility  of h is  
ta sk  rests h ea v ily  upon the m ind o f the  
agent. T h is burden rests  squarely upon 
him  and upon him  a lone, a fact w h ich  he  
is  never able to  en tire ly  forget. It is  h is  
ghost o f Banquo, a lw a y s apparent to  him
although to none other. In  both litera ­
ture and pain tin g , m astery  of the art re­
quires an expert know ledge as to  w hat 
to  om it no le ss  th an  an expert know ledge  
as to  w h at to include; in  a m ore m ateria l, 
but no le ss  real, w ay, the sam e is  true  
of an au d it for F ederal incom e tax  pur­
poses. There are few  R evenue A gents  
w ho w ould  not w elcom e the opportunity  
of m ak in g  detailed  aud its, for the ad­
d ition a l burden of deta il w ould be far  
m ore th an  com pensated by the ligh ten ed  
resp on sib ility . Sleep w ould be sounder, 
and grey h airs few er.
It is  subm itted  th at in  c la ss  o f work, 
in  degree of in tricacy , and in  w e ig h t of 
resp on sib ility , the w ork of the tw o low er  
grades of R evenue A gen ts is  such a s to  
dem and the respect of those w h o are en­
gaged in  it  a s  w e ll as th a t of the public. 
S till m ore m ay  be said, how ever. The  
R evenue A gen t during and a fter  the m ak­
in g  of h is  aud its com es in to  personal 
contact w ith  the taxpayer and h is  lega l 
and accou nting  counsel. D oes th e  agent  
deal w ith  th e  jun ior accou ntants in  these  
cases? H e does not. In  the m ajority  of 
cases he d ea ls d irectly  w ith  the p r in c i­
pals o f the accou nting  firm s; in  p racti­
ca lly  a ll o thers he deals d irectly  w ith  the  
sen io rs of lo n g est experience. In th e  c ity  
of P ittsburgh , the field force of th e  R ev­
enue A gen t’s Office are for the m ost part 
unaw are o f even  th e  nam es of the jun ior  
or sem i-sen ior m em bers of the variou s  
accou nting  organizations. The w riter , in  
m ore th a n  three y ea rs’ serv ice  in  th e  
P ittsburgh  D iv ision , reca lls on ly  tw o  oc­
casio n s a t w h ich  he has had the p leasure  
of com ing in to  official contact w ith  jun iors  
or sem i-sen iors. B oth of these  in stan ces  
w ere a t conferences, the lesser  lu m in aries  
being  present, in  com pany o f th e ir  pr in ci­
pals, for  the specific purpose of te s tify in g  
a s to  cer ta in  schedu les w h ich  th ey  had  
assisted  in  preparing.
T hen, there i s  the question  o f personal 
in teg rity . W ith  th e  jun ior  accou ntant 
th is  i s  a  n ecessary  attribute, but o n ly  be­
cause no  reputable accountant w ould  
countenance the presence on h is  staff of 
an y  m em ber, how ever hum ble, o f  w hose  
in teg rity  he enterta ined  doubts. H e  
w ould apply p recise ly  the sam e rule to  
an office boy. The n ecessity  for personal 
in teg r ity  on the part o f th e  R evenue  
A gent is  a  m uch m ore v ita l m atter, for  
there is  inh eren t in  h is  w ork th e  con­
sta n t opportunity  for corruption. L ike  
C aesar’s w ife , the R evenue A gen t m ust 
be above the s lig h te st  breath of susp icion . 
A s in  m ost other cases, the ones w ho  
“go  w rong” are sooner or later appre­
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hended, and the fact th at so very  few  do 
“go w rong,” i s  a  m atter  w h ich  en tit le s  
every  R evenue A gent to  a real pride in  
th e  organization  of w h ich  he is  a part, 
and g iv es h im  every reason  to  carry h is  
head high . There is  no e th ica l standard  
of th e  accounting profession  w h ich  does 
not apply w ith  equal force to  the R evenue  
A gent, in  add ition  to w h ich  there is  a 
s t i l l  further code of e th ics , rigorous and  
uncom prom ising, applicable to  him .
Thus far the d iscu ssion  has been very  
la rg e ly  confined to  Grade 6 and Grade 7 
em ployees, for, in  p o in t o f fact, th e  w riter  
fee ls  very keen ly  th a t a  stron g  case  can  
be b u ilt up from  th is  v iew p oin t alone. 
B eyond these, how ever, are grades up to
12, a ll of w h ich  are open to m em bers of 
the field force engaged in  active  au d itin g  
w ork. W ith in  th is  range from  Grade 6 
to  Grade 12, every type of taxable  en tity  
i s  aud ited , from  the larger ind iv id u a ls  
and partnersh ips, through e sta tes  and 
tru sts  of a ll types, to corporations en­
gaged in  every  k ind o f b u sin ess en ter ­
prise; from  natural resources to jobbing, 
reta ilin g  and public u t ilit ie s , from  m anu­
fa ctu rin g  to  jun k ing , and from  contract­
in g  and construction  to  banking. No field 
in  w h ich  m en produce incom e is  foreign  
to  th e  R evenue A gent.
E very  day brings its  sh ea f of problem s, 
no tw o  ever quite a lik e; reorganizations, 
m ergers, com plicated stock  tran saction s  
in v o lv in g  the exercise  o f r ig h ts , s to c k  
d ividends, liq u id atin g  d iv idend s, sp lit- 
ups, donated stock  and g ift  stock, v a lu a­
t io n s  of tangib le  a ssets  at b asic  dates, d is­
so lu tion s, com putations o f good w ill, va lu ­
a tio n s  of p aten ts, bases for depreciation , 
and so on ad infin itum . N or are th ese  
difficulties ligh ten ed  by the considerable  
know led ge of incom e ta x  law  req u isite , to 
sa y  n o th in g  o f  th e  general know ledge o f  
sta te  la w s govern in g  esta tes  and tru sts , 
nor should the h a n d lin g  of com prom ise  
ca ses be overlooked w ith  the ram ifica­
tio n s  projecting  beyond tax  la w  and reg­
u la tio n s  proper in to  p ra ctica lly  th e  en­
tire  field of general a u d itin g  and account­
in g  practice as w e ll as in to  the law  in ­
vo lved  in  the F ed era l B ankruptcy Act, 
v ariou s S tate  reg u la tio n s w ith  respect to 
in so lvency , the ru les of law  govern in g  the  
relation s of debtor and creditor, the law s  
of partnersh ips, corporations, and so  
forth .
T he accountant in  public practice  en­
counters no m ajor problem  w h ich  has not 
been a problem  to  R evenue A gents, and  
it  is  v ery  doubtful i f  th e  accou ntants in  
public practice engaged  in  ac tiv e  aud itin g  
w ork  encounter m ore real problem s in  
the course of a  year than  a R evenue  
A gent lik ew ise  engaged; it  is  a lm ost a 
certa in ty  th a t he runs a fou l few er  ca llin g  
for  every  inch o f M s best jud gm en t than  
are m et by th ose  engaged in  conference  
w ork in  the In ternal R even ue Service.
T hat the conclusions o f the field a gen ts
and the d ecision s of the conferees m ay  
not a lw a y s be finally  accepted is  no re­
flection on the force. D issen tin g  opin­
ions are not uncom m on in  the Board of 
T ax Appeals, nor, in  fact, in  th e  U nited  
S ta tes Suprem e Court. W hen, in  the case  
of the la tter , a clear-cut question  of law  
reaches it, and there are severa l strong  
d issen tin g  op in ion s from  th a t learned  
group, it  is  not su rp risin g  that a differ­
ence of opin ion betw een  taxpayer and the  
G overnm ent m ay ex is t  a t  the first stages, 
p articu larly  w h en  i t  is  rem em bered that 
the issu es a t th at point are n o t u su a lly  
clear-cut e ith er as to  law  or facts, it  being  
extrem ely  difficult to obtain  as com plete  
a record a t th is  tim e as is  procured by  
the taxpayer in  the even t the case is  car­
ried further. The difficulty in  the field 
and even  in  the u n it is  not only to  de­
cide the qu estion s but to  obtain  the com ­
p lete evidence. I t is  m ore or le s s  a 
m axim  in  the serv ice  th a t i f  the facts are 
fu lly  know n the d ec ision  can be m ade 
and m ade r ig h tly  in  the v a st m ajority  of 
cases.
And now  the question a r ises a s  to 
w hom  the accou n tin g  p rofession  con sists  
of, and w h o  th ese  persons are w ho are 
p assin g  upon the qualifications o f R ev­
enue A gents to  be adm itted  to  the S tate  
exam in ation s. In  the la st a n a lysis , of 
course, the latter, are the m em bers o f the  
S tate  Boards, w h ose a u th ority  in  th is  
respect is  unquestioned, but som e are  
know n, unconnected w ith  State  Boards, 
w ho are concerned w ith  th is  question  and 
have turned “thum bs dow n.” W hen ap­
prised of th e  real facts it  is  believed  
th at th is  opposition  w ill be la rge ly  re­
m oved, for the case  of th e  R evenue A gent 
i s  a  strong  case, and th e  fa ir  and im ­
partia l a ttitu d e  of th e  accounting pro­
fession  g en era lly  is one of the finest prod­
u cts of its  sturdy adherence to h igh  
e th ica l standards.
A  law yer is  not less  a law yer because  
he serv es as counsel for a corporation  
upon a sa laried  b a sis  rather than  prose­
cu tin g  or defending  police court cases, 
a ctin g  a s  a co llection  agency, and so 
forth , as m any a ttorn eys are forced to  do, 
nor is  he le ss  a law yer than  the one who  
loom s larger in  the realm  of public prac­
tice. The engineer is  not le s s  an engineer  
because he is  on the pay roll of a  corpora­
t io n  or o f th e  U n ited  S ta tes G overnm ent 
rather than  being  independently  engaged. 
The sam e i s  true of doctors and the sam e  
is  true of accountants. A ll C. P. A ’s are 
not engaged in  public practice, a fact for  
w h ich  those w ho are should th in k  upon  
w ith  gratitu de a t least once a year w h ile  
carv ing  the fam ily  turkey.
In the R evenue Service  there are m any  
certified m en, som e o f w hom  received  
th e ir  licensee to  so  design ate  them selves  
prior to  en terin g  the F ederal Service, and  
som e subsequent thereto. T hese m en are 
just as m uch a part o f the profession  as
are th e ir  brothers o therw ise  engaged, and  
th e ir  vo ices should be heard in  protest 
ag a in st a n y  attem p t to  d isparage the  
sta n d in g  of the w ork in  w h ich  they  are  
engaged. In  th e  P ittsburgh  D iv isio n  at 
the present tim e there are som e tw enty- 
tw o C. P. A ’s, rep resen tin g  about 30 per 
cent o f the en tire  force, tw o m ore have  
transferred  from  P ittsburgh  and one has  
resigned . In  add ition , it  m ay be noted  
th a t som e of the m ost h ig h ly  qualified  
m en have n ot as y e t tak en  the exam in a­
tion . There are in  th is  d iv is io n  m en  
from  Yale, H arvard, W harton, P ittsburgh , 
N ew  York U n iversity , and elsew here, and  
there are m en w ho acquired th e ir  educa­
tion  by the bu rn ing  of m uch m idn igh t 
oil a t n ig h t courses in  residence and by  
correspondence courses. T hese m en are  
earn est, am bitious, and in te llig en t, and  
for th e  m ost part they  need y ie ld  to  none  
in  th ese  particu lars. I f  there is  any  
th in g  at a ll  to  the term  “professional 
stan d in g” th e  su ccessfu l R evenue A gent 
i s  en titled  to  such  a rating.
A s in  a ll organ iza tion s of any size, 
there are those w h o  are average, as w ell 
as those w ho are above and below  aver­
age, but so  far a s the personal experience  
of the w riter  i s  concerned, the average  
com pares favorably  w ith  th at of account­
in g  organizations. W e w ho are in  th is  
F ederal Service  have the deepest respect 
for  the m em bers of th e  accou nting  pro­
fessio n  engaged in  public practice, but w e  
lik ew ise  have a h ig h  respect for the  
d u ties and resp o n sib ilitie s  of our own  
work. T he w riter  h as occupied a position  
pecu liarly  favorable to  se e in g  both sid es  
of the fence, and w h ile  he has the great­
e s t  possib le adm iration  for the m em bers 
o f the p rofession  in  P ittsburgh , than  
w hom  there are no  better in  th e  country, 
he sto u tly  m a in ta in s th at the b est R ev­
enue A g en ts do not suffer in  com parison  
w ith  the best in  public practice, and th at  
the average does not suffer in  com parison  
w ith  the average. And jun ior account­
ants are not included in  th is  com parison.
In conclusion, i t  is  on ly  n ecessary  to  
point out the experience in  P en nsy lvan ia . 
N ot u n til recent years w a s experience  
as a R evenue A gen t accepted a s q u alify ­
in g  fo r  adm ission  to  take the C. P. A. ex ­
am ination . In 1924 a com m ittee of four  
R evenue A gents from  the P ittsburgh  and  
P hilad elp h ia  D iv isio n s w a s appointed for 
the purpose of p resen tin g  to  the State  
B oard of A ccountancy the m erits o f the  
cla im  a s to the in ju stice  of th is  exclusion . 
T h is com m ittee  w as fa ir ly  and cour­
teou sly  treated  by th e  S ta te  Board, and, 
after  carefu l con sideration  the bars w ere  
le t  dow n to  the ex ten t o f recognizing  
work done in  Grade 9 or equiva len t as 
q u a lify in g  experience, and th is  is  believed  
to  be a reasonable conclusion. F or the  
in form ation  o f the profession  a t large, it  
m ay be stated  th a t the m in im um  qualifi­
cation s for th is  grade are a s fo llow s:
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“H igh school education  or equiva len t  
practical tra in in g ; three y ea rs’ experi­
ence in  the perform ance of responsib le  
and im portant du ties in  the field o f ac­
counting  and a u d itin g  or s im ila r  exp eri­
ence of equal va lu e; a  kn ow ledge of the  
In ternal R evenue law s, ru lin gs, decisions, 
precedents, etc. M ust have in v estig a tiv e  
and a d m in istra tive  a b ility  in  add ition  
to  tact, re lia b ility , good judgm ent, and a 
p leasin g  p erson a lity .”
A fter a d m iss ion  to  Grade 9, th e  agent 
m ust be a lm ost ex c lu siv e ly  engaged on 
average and difficult corporation or aver­
age consolidated  ta x  returns; or difficult 
ind iv idu al, partnersh ip  or fiduciary ex ­
am inations. There seem s to  be no rea­
sonable doubt but th a t a n  ind iv idu a l hav­
in g  tw o  y ears’ experience in  th is  c lass of 
w ork w ould be h ig h ly  qualified, so  far as 
experience is  concerned, to  assum e the  
d u ties  of a C. P. A. So  fa r  as exp er ien ce  
i s  co n cern ed , is  specified because, after  
all, the candidate for a C. P. A. certificate  
m ust prepare h im se lf  by appropriate  
study, w h atever h is  experience m ay have  
been. U ndoubtedly there are som e R ev­
enue A gents not properly qualified to  
stand the C. P. A. exam in ation s, but the  
cause for  th is  m ust be searched for  e lse­
w here th an  in  the qu a lity  of the experi­
ence acquired.
Sin ce h a v in g  received recogn ition  from  
the P en n sy lv a n ia  Board, n in eteen  R ev­
enue A gents from  the P ittsburgh  D iv is­
ion  have su ccessfu lly  stood the exam in a­
tion  and have received th e ir  certificates. 
Of th ese  fourteen stood and passed the  
fu ll exam in ation  at the first s itt in g ; tw o  
took and passed the la w  only  in  one year  
and took and passed the accou nting  in  
the en su in g  year; tw o  took the fu ll ex ­
am ination , fa ilin g  the law  in  the first 
year, but p a ssin g  it  in  the fo llo w in g  year, 
and one passed the fu ll exam in ation  after  
h av in g  fa iled  in  th e  accou nting  subjects  
tw ice. In  add ition  to the foregoing, tw o  
have passed the law , one of w hom  has not 
taken , and the other of w hom  failed , the  
accou nting  subjects. N eith er  of these  la t­
ter  have a s  y e t appeared for further ex ­
am ination , the credit o f  the first-m en­
tioned h avn g  now  expired from  lapse of 
tim e. H ence, over the y ears from  1925 to
1928, inc lu sive, out of the tw en ty  agen ts  
w ho have stood th e  fu ll exam in ation , n in e­
teen  have received th e ir  certificates and  
one h as one subject to  h is  cred it at the  
present tim e.*
T h is record, far above the average of 
the S tate  at large, i s  a  m ark for any  
accou ntant’s  organization  to  sh oot at, and 
it  should g ive  am ple food for thou ght to  
those w ho question  the q u a lity  of the ex­
perience obtained in  the F ed eral Incom e  
T ax Service or o f th e  c la ss  of m en en­
gaged in  th is  w ork. A s a final consider­
a tion  it  should be rem em bered th at i f  
overn igh t the ranks o f p ra ctic in g  C. P. 
A’s w ere depleted  by  a ll those w ho pro­
cured part or a ll of th e ir  early  experi­
ence in  the G overnm ent Service, notably  
the U n ited  S ta tes  T reasury D epartm ent, 
the en su in g  m orn ing  w ould find th e  pro­
fessio n  m in u s a generous proportion of 
its  m em bers, in c lu d in g  som e of its  brigh t­
est ligh ts.
*T h is  r e c o r d  w a s  o b t a in e d  b y  p e r s o n a l  
c a n v a s s  in  th e  o ffice  o f  th e  R e v e n u e  A g e n t  
in  C h a r g e  a n d  n o t  fr o m  th e  P e n n s y lv a n ia  
S t a te  B o a rd . In  f in a l r e s u l t  i t  is  c o r r e c t .  
In  th e  d e t a i l  i t  i s  b e l ie v e d  to  b e  c o r r e c t ,  
a lt h o u g h  t h e r e  is  s o m e  u n c e r t a in t y  in  o n e  
or tw o  m in o r  in s ta n c e s .
F A B L E  OF A  BE S E T BUSINESS  
M A N
(F ro m  “T he Office C oeffic ien t,” M arch, 1929, 
rep rin ted  b y  p erm iss io n  o f  C has. G. S to tt
& Co.. Inc., p u b lish ers , an d  H . C. P h illip s  
Co., a u th o rs, W a sh in g to n , D . C .)
In  th e  year A. D. 1928 ( in  w h ich  Old 
t im e P eop le s t i l l  travelled  on th e  
grou n d ), Obediah Sym pel liv ed  in  a C ity  
called  W ash ington , w h ich  w as th e  Capi­
ta l of a  Country. N ow  Obediah w as a  
Good Man of h is  T im e. H is  H ouse w as  
w ell favored and h is  F a m ily  sa id  how  
K ind a Man is  H e. On w eek-days be  
w en t to  an  Office (for  he w as a Man 
of B u s in e ss ) , and on Sunday he w en t to  
a Church, of w h ich , sa id  h is  F ellow s, he  
w as a P illar .
And Obediah’s B u sin ess prospered and 
h is Profits w ere as h is  H onesty  and In ­
dustry  m erited . And Obediah w as Proud  
of h is  B u sin ess and w axed  C ontent in  
h is  H om e; and of h im  m any said: H e  
is  Good, and others: H e is  W ell Off.
N ow  it  w as a L aw  of th e  G overnm ent 
of th at C ountry th a t Men lik e  Obediah 
w ho m ade M oney should  P ay  a T ax on 
som eth in g  called  N et Incom e, th e  w h ich  
plunged Obediah in to  Gloom, because he  
w as not a Man of R ecords and knew  
not h is  N et Incom e and kept no Papers  
to  show  th e  Coins and B ills  he had  
g iven  to  Good Causes, or w h at w as h is  
Capital E xpense or h is  O perating Cost.
And it  cam e to  pass, as th e  Ides of 
M arch approached, O bediah’s F am ily  
w as m uch D istrau gh t for D ays, for Obe­
diah cam e not H om e to  D inn er but 
spent long  N ig h t H ours a t h is  Office and  
h is  B row  w as Furrow ed as w ith  dire  
A n xiety . For, as a  Man of B usiness, 
Obediah lik ed  not to  T ell h is  F a m ily  
he w as U naquain ted w ith  th e  In tricacies  
and the M ysteries of Incom e Tax.
One day, a s th is  Good Man bent over  
a desk littered  w ith  m any Papers, he  
W rithed and m opped h is  F orehead and  
sw are M ighty  O aths th a t he kn ew  not 
w here he Erred, and, w h at w as m ore  
for so  Go od a Man, he w ould lik e  to  Throw  
a ll th e  D ocum ents in  th e  T rash R ecep­
tacle.
And a s he Labored on, for he had  
heard o f th e  P en a ltie s  for E rring, Obe­
diah w as Troubled by V ision s of the
cold, dark Cells of th e  Ja ils  of h is  T im e  
and even  W ondered if  he  m ig h t y e t fea st  
on B read and W ater; and th ese  T houghts  
m ade a ll th e  B ooks and P apers before  
him  M atters of T orm ent and of A n­
g u ish  of M ind. H e rolled  up h is  S leeves  
and Tore h is  H air  and called  on the  
Pow ers above to  W itn ess he had done 
a ll he could.
W hile  he w as th u s sore P erp lexed  and  
Vexed of Soul, a  F riend , w ho w as a lso  
a Man of B usiness, put h is  H ead in  the  
Door and b lith e ly  R equested  th a t he be 
A ccom panied to  a nearby G recian w ho  
D ispensed  M eals, but O bediah gazed at 
th e  F rien d  w ith  P rotrud in g  E yeballs  
and Sad ly  Shook h is  H ead.
“K now  you  not,” quoth he, “th a t today  
is  th e  E lev en th  H our for th e  M aking  
of Incom e T ax R eturns? H ave you no  
F ear of F in es or Ja ils?  T h is is  no fit 
T im e for such  P a stim es a s M eals.”
B ut th e  F rien d  threw  back h is  H ead  
and L aughed a t th e  P lig h t of Obediah. 
“I know  how  you F ee l,” sa id  he, “but 
V erily  I cannot be Sorry for you. I 
P erceive you  are One w ho th in k s a Cash  
Book and a L edger enough R ecords of 
your B u sin ess and lik e  m any, m any Men 
of B usin ess, you cannot figure th e  Cor­
rect Incom e Tax. You should  know  th at  
H andy B ooks and B lank s have been In ­
vented  by T houghtfu l M en to  m ake In ­
com e T ax returns as E asy  for You or 
Me as finding fa u lt w ith  th e  Office Boy. 
If you Crave P eace of M ind, go now, buy  
yo u rse lf su ch  B ooks or B lanks, and next  
M arch your B row  w ill not be F urrow ed .” 
W ith  that, th e  F rien d  w en t W h istlin g  
to  h is  R efresh m en ts, but Obediah con­
tinued  to Labor w ith  h is  M anuscripts. 
A t len gth , he F illed  out a R eport w ith  
m any Q ualm s and m uch Sh ak ing  of the  
K nees, for he kn ew  W ith in  H im self th at  
the R eport w ould cost h im  m ore T ax  
th an  he rea lly  Owed, or E lse  it  m igh t  
H ale h im  before a Court as One w ho  
had T ried to  Cheat h is  G overnm ent.
And h is  Soul w as further Perturbed  
because he had to  Sw ear before a Solem n  
N otary  th a t a ll th e  S ta tem en ts w ere  
True, and he Could N ot w ith ou t m uch  
W arping of h is  C onscience.
W hen th e  D ocum ent had gone out of 
h is  H ands, Obediah cast up h is  E yes  
and in  a F erven t V oice pledged h im se lf  
N ever to get caught again . H e H ied  
h im se lf F orth w ith  to  a  Store and  
B ough t som e F orm s to  keep the F acts  
he w ould  need in  th e  n ext Y ear for  
h is  Incom e Tax. And Obediah did B u si­
n ess happily  ever A fter.
M oral: H e Is T he H app iest W ho U ses  
R igh t T ools.
(A dded su ggestion : E ven  w ith  r ig h t  
tools, th e  em ploym ent of a  certified pub­
lic  accou ntant to  care for th e ir  tech n ica l 
m atters w ould save tim e, w h ich  is  m oney, 
save  an x iety , w h ich  is  enervating , and  
generate  confidence, w h ich  is  refresh in g .)
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WE hereby acknow ledge w ith  than ks to  H arper & B rothers, publishers, the receipt of T h e  
F in a n c in g  o f B u s in e s s  E n te rp r is e s ,  by A. 
L. B ishop, P rofessor of B usin ess A d m in is­
tra tion  at Yale U n iversity . W e have not 
been able to re ad it  in  the en tire ty  of its  
613 pages, but do not w a n t to w a it com ­
pletion  to  rev iew  it  for our readers, for  
as far as w e have gone, i t  appears to be 
em in en tly  w orth  recom m ending. In  fact, 
w e regret th is  tim e the 250-word lim it on  
contributions to th is  colum n; thrice  th at 
w ould not suffice to g ive an adequate idea  
of the breadth and scope and depth of 
the au th or’s work. W hether a m an be 
an accountant, banker, or a c lien t of 
both, th is  is  a good book. W e w ish  that 
th e  ind ex  w ere as ex h au stive  as the  
bib liography. On the other hand, i f  you
once read th is  book and place it  on your  
desk, you w ill probably refer to it  so 
often  that you w on’t  need an  ind ex  for it  
any m ore than  you do for R egu la tions 74. 
The price is  $5.00, and i t  is  w ell w orth  it.
In  our June “Shop” w e asked the ques­
tion : “H ow  can need for w ork ing  capital 
be determ ined?” On page 424 of Pro­
fessor B ish op’s book is  an ex ce llen t and  
a u th orita tive  d iscu ssion  of th a t point. 
Chapter X X X , en titled  N et Incom e and 
Its  D eterm ination , is  o f particu lar in ter­
est to  accountants.
P rofessor B ish op’s sty le  is  clean-cut 
and m akes for easy read in g  by laym en  
w ith ou t sacrificing any  of the th in g s  th at  
a tech n ician  w a n ts to  know , or descend­
in g  in to  the language of the tabloids. W e 
regret th at w e lack space to  quote som e  
paragraphs to  prove it. The b est th ing , 
how ever, is  to  read the book and see  f or 
yourself.
W H E T H E R  any of your c lien ts  have  
pension  sy stem s for th e ir  em ployees 
or not, every accountant h as frequent oc­
casion  to  com pute in terest, and needs re­
course to  su ch  tables. T hese la tter  as pub­
lish ed  com m ercially  are quite expensive, 
but the G overnm ent P r in tin g  Office in  
W ashington  pu ts out severa l a t low  
prices. W rite the Su perin tendent of 
D ocum ents for a catalogue, w h ich  is  free. 
A  recent and va luab le  pub lication  is  
I n te r e s t  T ab les U nder th e  R e t ir e m e n t  A c t  
o f J u ly ,  1926, printed for the B ureau of 
P en sion s o f the D epartm ent of the In ­
terior.
O U R  laugh s for th is  m onth  are lifted  
from  th e  P enn  M utual N ew s L etter. 
“There w as th e  custom ary slam m ing  of 
th e  th r ifty  Scot. G ive an exam ple of r ig ­
id econom y; answ er, a  dead Scotchm an. 
A nd th en  there w as th e  Scotch  father, 
w ho a fter  h a v in g  m arried  off h is  th ird  
daughter, had th e  co n fetti dry c leaned .”
J  M. ST E R N  w r ites  us th at he is  read­
in g  T hom pson’s  O u tlin e  o f Science , 
and as a change from  facts, B acon’s 
E ssa y s .  W hich only goes to prove w hat 
m any cr itic s  have a lw ays m aintained , 
th a t “L ight sum m er fiction” is  a fiction; 
th a t sum m er, w hen w ork  is  ligh t, is  the  
tim e w hen busy m en do th e ir  heavy read­
ing. W e have read a best se ller, A ll  
Q uie t on th e  W e s te r n  F r o n t;  a rem ark­
able book, in  th at it  w as w ritten  by a 
German, w ith  a French nam e, and tran s­
lated  by an E nglish m an . It presents the  
w ar as A m ericans have never had a 
chance to  see i t  before; the horror from  
the poin t of v iew  of the German com m on  
soldier. It is  a lm ost devoid of the hum or 
of N ason ’s C h e vro n s;  but as a hum an  
docum ent it  m erits the w ide sale  it  en­
joys. J. G. R obinson of H artford, Conn., 
says th at he is  ta k in g  “A ll Q uiet” w ith  
him  on the steam er to E urope; it  should  
prove of ex tra  in terest to  h im , since he 
w as a prisoner of war in  G erm any eleven  
years ago.
W E w ant to  sum m arize h ere the various  
c a lls  w e have m ade in  the s ix  
m onths of th is  “Shop’s” ex isten ce . Som e 
of them  have been answ ered  generously , 
others not so  w ell. W e are sure there  
are m ore P h i B eta K appas, S igm a X is  
and P h. D ’s to  be heard from . W e 
w an t to  hear w h at you read for di­
v ersion  or in stru ction  outside of profes­
sional publications. W e w ant to  know  
w hat, i f  any, m ilita ry  or naval a c tiv it ie s  
you or your staffs engaged in  th is  sum ­
m er. And above a ll, w e w an t any one of 
you w ho has had any experiences w h ich  
are in  any w ay  unusual, or w ho p ossesses  
any know ledge that m ig h t be usefu l to  
C. P. A ’s to  describe them  as briefly as 
p ossib le  and send them  to  th is  “Shop.” 
A t the m om ent w e are overstocked w ith  
qu estion s of e th ics and insurance. And 
our sh elves are bare o f adventures and 
a n yth in g  to  do w ith  railroad accounts. 
WE are in  receip t o f a  pam phlet pub­
lished  by the T ravelers Insurance  
Co. of H artford, en titled  E a rn in g s  A f te r  
F ire . I t  conta ins a brief account of the  
n ecessity  of use and occupancy insurance, 
and a neat, com pact schedu le of F ixed  
U navoidable C harges upon w h ich  the in ­
sured can base the am ount of h is  in su r­
ance. T hat is, provided that the insured  
h a s  good books o f account, from  w h ich  to  
obtain the needfu l data th a t w ill  stand  
the adju ster’s scru tiny . A s you readers 
m ay have gathered before, w e are a great 
b eliever in  insurance, per se; and a s  a  
great opportunity for th e  accountant to  
be of serv ice  to  h is  c lien t. T h is pam phlet 
sh ow s how  the insu ran ce broker can aid  
accountancy as a  profession , by stim u­
la tin g  the purchaser of insurance, to  keep  
com plete and accurate accounts.
T H IS being  the la st issu e  th at w ill reach  
you before we go to  the convention, 
we w ish  to  take th is  opportunity to m ake 
a few  rem arks about the N ew  York  
theatres. A t th is  w r itin g , m ost of them  
are dark. W hat new  show s w ill be pro­
duced before you reach N ew  York, or 
w h ile  you are there, w e do not know. 
B ut since your tim e w ill be lim ited , we 
recom m end th at you a v o id  unknow n  
qu antities, and take p lays, w h ich  by their  
long runs have proven th e ir  m erit. 
L i t t l e  A c c id e n t  and J o u rn e y 's  E n d , as 
w ell as the P u litzer  P rize P lay, S tre e t  
Scene , are s t ill  g o in g  strong a t th is  w r it­
in g ; of the m usica l show s, T h e  L i t t l e  
S h o w  and the N e w  M oon  are the h its. 
The la tter  should be fam iliar  to  a ll w ho  
have radios; its  b ig  num ber, L o v e r  Com e  
B a c k  to  M e, has been m uch overdone, but 
it  is  good n everth eless.
A s our n ex t su ggestion , we recom m end  
th at before reach in g  N ew  York, i f  pos­
sib le, and certa in ly  as soon as you do, 
m ake your reservation s for the show s you  
w ish  to  see. In  th at w ay  you  w ill stand  
som e chance o f g e ttin g  tick ets  fo r  good 
sea ts  a t the box office.
S ID N E Y  ROSE is  a jun ior accountant 
w h o subscribes to th is m agazine  
(m ore pow er to  h im ). H e sends us a 
m ost in terestin g  d isserta tion  on the  
tr ia ls  and tr ib u la tion s of the jun ior. I t  
is  too  len g th y  to  publish  here, but we  
look forw ard to  the tim e w h en  th is  young  
m an w ill receive  th is  m agazine by v irtu e  
of h is  m em bersh ip  in  The A m erican  So­
c ie ty  of Certified Public A ccountants and  
w ill be a regu lar contributor to  its  pub­
lica tio n s, for he has a liv e ly  sty le . A s 
w itn ess  th e  fo llo w in g  excerpt:
“Did the accou ntant have the r ig h t to  
c r itic ise  th e  buyer? Or even  advise  h im  
a long  such lin es?  O ughtn’t the account­
ant to  have confined h is  report to  the  
records o f the books? Is it  a prerogative  
of the accou ntant to  cr itic ise  the heads  
o f departm ents a s  to  w here they  should  
do bu siness?  L et m ore experienced ac­
countants, and deeper th in k in g  theo- 
rizers and th e ir  ch ief execu tives answ er  
th ese  questions. W ho’s to  blam e? The  
c lien t w as th e  sufferer. The accountant 
alm ost lo st  a c lien t. The ob lig in g  jun ior  
h a s anoth er and better  job. T he book­
keeper is  m arried .”
T H E  se ller  o f r ig h ts  to  purchase stock  
on a “W hen, as and if  issu ed ” basis  
under a p lan  agreed upon by the di­
rectors of th e  corporation w hose stock  is  
involved , has the r ig h t to  cancel such  
sa les  if  a p lan is  subsequently  adopted
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w hich  changes en tire ly  the com plexion of 
the first plan. T h is opi n ion  w as handed  
down Ju ly  6 by Judge A u gustu s N. H and  
of th e  U nited S tates C ircu it Court of Ap­
peals, reversin g  a decision  of the D istr ict  
Court, on the appeal of M axw ell and  
Carolyn C ivic, bankrupts, doing b u siness  
as C ivic & Co., dealers in  over-the-counter  
securities.
ETH ICS IN  A  B U S IN E S S  SU IT
(F ro m  th e  “G olden B ook,” A pril, 1928.)
More th an  one great organization—  
U. S. Chamber of Com m erce, R otary In­
tern ation al, and so  on— h as of la te  years  
attem pted to erect a  code of eth ica l pro­
cedure in  the conduct of b u siness; and  
m any specific cases are presented  to  
th e ir  com m ittees to obtain  ru lin gs.
Prof. Carl F . T aeusch, in  a recent vol­
um e (P ro fe ss io n a l a n d  B u s in e s s  E th ic s ) 
has clarified som e of th e  types of action s  
th u s subm itted  for m easurem ent by the  
accepted standards:
“1. In du cing  th e  se ller  to  reduce h is  
prices by in d ica tin g , contrary to  fact, 
th a t you have received  a low er quotation  
on th e  sam e qu a lity  of m erchandise.
“2. O btaining an extra  d iscoun t by 
lead in g  the se ller  to  b elieve th a t the  
buyer w ill order a certa in  q u antity  of 
goods during the season.
“3. A rb itrarily  ta k in g  a d iscount after  
th e  date for ea rn in g  th e  sam e has ex­
pired.
“4. M isrepresenting m arket conditions  
to  ju stify  prices charged or to  induce  
th e  custom er to  increase h is  order.
“N one of th ese  cases should  receive  
a  m om ent’s con sideration  from  any com ­
m ittee  ser iou sly  a tta ck in g  th e  problem  of 
b u sin ess eth ics. E very  one of th ese  
cases is  a bald attem p t on th e  part of 
a n  ind iv idu a l to  do so m eth in g  w h ich  he 
know s is  dow nright d ish onest; th ey  do 
not deserve the d ig n ity  of recognition . 
T h at th e  courts w ill deal e ffectively  w ith  
su ch  cases is  show n by a recent decision , 
in  w h ich  th e  court held  that:
“ ‘T he g a th erin g  and d issem in ation  of 
in form ation  w h ich  w ill enable se llers  to  
preven t th e  perpetration  of fraud upon  
them , w h ich  in form ation  th ey  are free  
to  act upon or not, as th ey  choose, can  
n ot be held  to  be an un law fu l restra in t  
upon com m erce, even  thou gh  in  th e  or­
d in ary  course of bu siness m ost se llers  
w ou ld  act upon th e  in form ation  and re­
fu se  to  m ake d e liver ies for w h ich  th ey  
a re  not leg a lly  bound.’
“T his case consisted  in  th e  attem pt, 
on  th e  part of th e  association , to  pre­
v e n t contractors from  p lac in g  orders for  
th e  sam e job w ith  severa l m anufacturers  
and  then  ca n cellin g  a ll but one. Of som e  
1,392 contracts w h ich  w ere found to  have  
been ‘padded,’ 978 w ere canceled  through  
th e  d issem in ation  of th e  in form ation  col­
lected  by th e  associa tion . T he attitu d e
tak en  by th e  court w as th a t such  a c tiv i­
t ie s  are not illeg a l. T h is a lone w ould  
not w arrant an  associa tion  in  attem p t­
in g  to  deal w ith  th e  m atter; it  rem ains  
for such  an associa tion  to  determ ine  
w heth er it  is  expedien t to  engage ac­
tiv e ly  in  th e  control of a s itu a tio n  w h ich  
is  leg a lly  perm issib le  and w h ich  m ay be 
com m ercially  desirable. C ertain ly  th is  
w ould becom e a  m atter of e th ica l con­
cern in  the sen se  in  w h ich  the term  
(e th ic s )  is  used here.
“In  every  case th e  person w ho is  the  
object of th e  d ish onest act is  ev id en tly  
too w eak-kneed to  trea t th e  agent as he  
deserves: th e  injured party in  every  
case is  a fra id  to  lose  th is  or other cus­
tom ers, and deserves the ill-treatm ent he  
receives. B u sin ess e th ics cannot so lve  
any such  problem s as these . T he diffi­
cu lty  is  th a t m ost ind iv id u a ls are un­
w illin g  to  exert th em selves to  th e  exten t  
of secu rin g  th e ir  ow n r igh ts, w hether  
lega l through th e  courts, or socia l 
through se lf-assertion  and th e  securin g  
of public opin ion . E th ics cannot a s­
sum e th e  burden of in jectin g  in to  people  
th e  d ictum  th at ‘eternal v ig ila n ce  is  the  
price of lib erty .’ O bviously, in  th e  cases  
above cited , there is  no eth ica l problem  
involved ; th e  case is  clear. T he so lu tion  
of th e  difficulty, w h ich  lie s  in  th e  actual 
bu sin ess relation sh ip , cannot be m ade by 
discu ssion  or by a paper form ulation .
“B u sin ess e th ics can r ig h tly  and suc­
cessfu lly  concern itse lf  only w ith  problem s 
in  w h ich  there is  an hon est difference of 
opinion, in  w h ich  an  objective form ula­
tio n  of current standards w ill w ork to ­
ward an effective control of bu siness  
m ethods.
“N ow  consider th e  fo llo w in g  cases:
“1. Is any  p olicy  other th an  ‘one price  
to  a ll’ buyers of equal q u a n tities of 
goods ever justifiable?
“2. Should rebates be g iven  under any  
circum stances?
“3. Should  custom ers or prospective  
custom ers be ‘trea ted ’?
“T hese are a ll h o n estly  debatable prob­
lem s. T hey represent, respectively , three  
types of bu sin ess princip les. Cases 1 
and 2 have been subjected  to  adm in is­
tra tiv e  control in  connection  w ith  ra il­
roads and large in d u str ia l corporations. 
Such practices on th e  part of th e  general 
run of bu sin ess m en, how ever, have not 
been subject to  leg is la tiv e  enactm ent. It 
is  doubtful w h eth er Case 1 ever w ill or 
should  be. H ence, bu sin ess m en face  
th e  a ltern a tiv e  of co n tro llin g  th is  m atter  
by unequivocal a ssertion s and sanctions, 
or of fa c in g  th e  p o ssib ilities  of d iscovery  
by irr ita ted  custom ers. It w ould seem  
to  be th e  part of bu siness w isdom  to  
prevent th e  latter . To accom plish  the  
form er is  a  d istin ct step  in  estab lish in g  
eth ica l b u sin ess princip les. M erchants 
w ho fa il to observe th is  princip le w ould
then  becom e subject to  such  d isc ip lin e  
as can be arranged by th e  bu sin ess or­
gan iza tion s in terested  in  esta b lish in g  a  
rep utation  for conduct of the better sort.
“Case 2, in v o lv in g  rebates, is  m ore  
lik e ly  to  becom e th e  subject of leg is la tiv e  
action . T he bu sin ess m an here fa ces the  
a ltern ative  of contro lling  th e  m atter  
am ong h is  ow n a sso cia tes by m en versed  
in  su ch  bu sin ess affairs, or of a llo w in g  
am ateur leg isla tu res, under th e  pressure  
of ira te  custom ers, and u n w illin g ly  a t  
tim es, to  a ttem p t by sta tu te  som e regu­
la tio n  of th is  practice. . . .
“Case 3, except w h ere it  reaches th e  
form  of bribery, w ill probably not com e  
under leg is la tiv e  cognizance. In  som e  
cases bu sin ess m en have attem pted  con­
trol of w h at g en era lly  am ounts to  an  
ev il. T he g iv in g  of prizes and coupons  
m ay be lis ted  under th is  category. One 
organ ization  w as in stru m en ta l in  forc­
in g  sta te  leg is la tio n  proh ib iting  th e  g iv ­
in g  of prizes for coupons accom panying  
purchases, and la ter  su ccessfu lly  prose­
cuted an ind iv idu al in  th e  courts w ho  
v io la ted  th e  statu te. In  N ew  O rleans 
m erchants w ere plagued by th e  p ractice  
of ‘trea tin g ,’ w h ich  there w en t under  
the nam e of ‘lagn iappe.’ T he clim ax  
w as reached w h en  a  youn gster  presented  
a ‘j it ’ (five c en ts) and reported: ‘My 
ma, sh e w an t for quartine (two-and-a- 
h alf cen ts) beans, for quartine rice; and  
lagniappe pepper, sa lt, and bu tter .’ I t  
is  a qu estion  w h eth er ‘trea tin g ’ in ju res  
m ore the buyer or th e  seller. T he form er  
has not seen  fit to  boycott th e  practice  
or to  leg is la te  a g a in st it. T he la tter  h as  
fe lt  th e  ill  effects and protested  a g a in st  
other m erchants em ployin g  th e  practice. 
C ircum stantia l ev idence seem s to  show  
th at it  is  a  m atter  for th e  se ller  to  con­
trol. In  th is  case an a ttra ctiv e  fea tu re  
lie s  in  th e  fact th a t there are degrees  
of trea tin g . H ence, there is  th e  possi­
b ility  of determ in ing  q u a n tita tiv e ly  th e  
exact poin t a t  w h ich  ‘tr ea tin g ’ becom es 
a m enace to  good b u sin ess.”
TW O W E E K ’S V A C A TIO N
E v ery  certified  pu b lic  a cco u n ta n t  
sh o u ld  arra n g e  fo r  a v a ca tio n  p eriod  in  
S eptem ber, n ex t.
W h eth er  a m em b er o f T he A m erican  
S o c iety  or n o t, he  is  in v ited  to  a tten d  
th e  a n n u a l m e e tin g  w h ich  w il l  be h e ld  
at th e  H o te l R o o sev e lt, N ew  Y ork  C ity, 
S ep tem b er 5, 6, and  7. H e sh o u ld  par­
t ic ip a te  in  th e  In tern a tio n a l C on gress  
on A cco u n tin g  w h ich  w ill be h e ld  th e  
w eek  o f  Sep tem b er 9, a t th e  C om m odore  
H otel, N ew  York City.
T he location  and dates for our m eetin g  
w ere purposely  fixed w ith  a v iew  of m ak­
in g  it  easier  for m em bers to  a tten d  th e  
In tern ation a l C ongress as w ell.
B eg in  n ow  to  p lan  y o u r  sch ed u le  to  
th a t  end.
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Say It With Policies
F ROM th e  ea r liest m om ent of re­corded tim e, sp eak in g  o f bu si­n ess eras, there have been tw o  
persons w hom  w e have been w arned to  
avoid: T he B ook A gent and th e  In su r­
ance Man. Som e desk s show  a  card  
schedu le for ca llers, g iv in g  n otice  th a t  
old fr iend s in v itin g  u s to  lun ch  m ay take  
three hours; so lic ito rs get ten  seconds  
flat.
I  hold  no brief for book agents, desp ite  
th e  fact th a t none of them  ever sold m e  
a se t of ancien t fiction or a letter-w riter’s 
handbook; but it  seem s to  m e th a t pur­
v eyors of in su ran ce are often  an g e ls  in  
disgu ise . (R ig h t here, how ever, I  hasten  
to  announce th a t I am  not in  need of 
m ore protection , and indeed have bought 
m ore th an  circu m stan ces w arran t.) If  
w e w ould analyze th e  sim ple  princip le  of 
insurance, lea v in g  out th e  un p leasant per­
sonal e lem en t th at som etim es attach es to  
it s  sa le, w e w ould see  th a t p rincip le  is  th e  
sam e a s app lies to  other a c tiv it ie s  of life ,  
for exam ple, en g in eer in g  and in v e stm e n ts: 
It is  e lim in a tin g  th e  in d iv id u a l r isk  by  
d istr ib u tin g  th e  w e ig h t and stra in s  
am ong m any m em bers.
T he v a r ie tie s  of in su ran ce are as nu­
m erous as H einz products. In  fact, if  w e  
consider th e  th in g s  th at L loyds w ill bet 
on, there m ay be a  hundred and fifty- 
seven. There seem s to  be l it t le  doubt 
th ose  fam ous un derw riters w ill  tak e  a  
chance on a n y th in g  from  tw in s  in  a 
stru g g lin g  fa m ily  to  a r iv a l for Babe 
R uth. T he old or ig in a l pair, fire and  
m arine insurance, w ere th e  progenitors  
of num erous progeny; and som ew here in  
th e  private  or b u sin ess life  of every  m an  
there is  a  place for one or severa l of those  
offspring. T he m ore com plex and haz­
ardous our very  ex isten ce  becom es, th e  
m ore advisab le it  is  to sp lit  up th e  load, 
to  sh ift  th e  burden and d iv ide th e  risk .
For th e  m ost part th e  purchase of pro­
tection  is  purely  a vo lun tary  m atter; w e  
m ay take it  or leave  it. a lone. In  an oc­
casion a l instance, how ever, th e  law  enters  
in  and m akes insu ran ce m andatory (as  
for exam ple, w orkm en’s co m p en sation ), 
u n less th e  contracting  party  sh ow s h is  
w illin g n ess  and financial a b ility  other­
w ise  to  secure.
It is  true th a t if  every  b u sin ess under­
took to  guard a g a in st a ll th e  dangers by  
w h ich  it  m igh t be threatened, th e  
prem ium s could exceed its  productive  
pay roll. Som ew here a lin e  has to  be 
drawn, and it  is  for each  buyer to  say  
how  m uch or w h at k in d s he should  ob­
ta in . W hen w e stop to  count th e  differ­
ent k in ds that m ost persons or under­
ta k in g s do buy, in  som e am ount or other, 
we actua lly  w onder how  w e should  dare  
to  do w ith ou t them . M ost of us have a
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fire policy, on th e  old hom estead  or it s  
con ten ts or th e  factory inventory. N early  
every  buzz w agon from  L izzie  to  L incoln  
m eans an auto  lia b ility . If th e  w ife  boasts  
a fur coat or som e sparklers, or th e  firm  
deals in  m erchandise  a llu r in g  to  n ig h t  
prow lers, burglary insu ran ce is  tak en  out. 
In  section s v is ited  by h ig h  w ind s, w h eth ­
er of nature or from  p o litica l asp irants, 
w e guard a g a in st lo ss  by cyclone. And  
so it  goes, through  an ever-increasing pro­
cessio n  th at adds to  its  num bers year by 
year; but in  fa irn ess to  its  se llers le t  us 
say  there is  a  need or a serv ice  attach ed  
to  every m em ber of th e  troop, for pro­
tectio n  is  not a  luxu ry  and is  not bought 
to  be flaunted or d isplayed.
B u t th e  v a r ie ty  th a t th is  a rtic le  w as  
in tended  prim arily  to  trea t is  th a t taken  
out on hum an life , in  favor of other th an  
re la tiv es or dependents; com m ercia lly  
know n as b u sin ess insurance. A lthough  
com paratively  a new  form , it  has m any  
app lications, and in  am ount ranges from  
a few  thousand dollars to  as m any m il­
lion s. I ts  advocates are not a lone th e  
carriers w ho offer it. B ig  bu sin ess has a 
hundred leaders w hose va lue to  th e ir  in ­
stitu tio n s  i s  rated in  s ix  figures. The 
Chamber of Com m erce of th e  U n ited  
S tates h as expressed  its  favor for th is  
m odern safeguard  in  a r tic le  and bu lletin .
M anifestly  there is  c lose  connection  be­
tw een  b u sin ess life  insu ran ce and th e  
usual k in d  th a t helps w idow s and or­
phans and keeps th e  th reat of poverty  
from  a p arent’s door. One is  an  out­
grow th  of th e  other. F or w h en  a m an is  
bu ild in g  up a b u sin ess a s a  partner, or as 
th e  execu tive  head or financial backer of 
a corporation, h is  associa te  or th e  in st i­
tu tio n  has a v ita l and insurab le in terest  
in  h is  w elfare. I t is  true th at a  po licy  of 
ind em nity  can  not prevent a m an from  
dying, an y  m ore th an  it  can a house from  
b u rn ing or g la ss  from  breaking; nor can  
it  bring h im  back to  l ife  w h en  he is  gone. 
B ut in  a  concrete, su b stan tia l w ay  it  can  
a ss is t  by pay in g  cash to  m eet th e  lo ss or 
jeopardy a r is in g  from  th a t death. T he  
t im ely  receipt of m oney by a stru g g lin g  
venture deprived of it s  gu id in g  hand, 
m ay stab ilize  its  affairs u n til arrange­
m ents can be m ade for new  m anagem ent, 
finances, or (perhaps) p a in less d isso lu ­
tion .
T here are tw o form s of b u sin ess th a t  
can a v a il th em selves of th is  protection . 
T he hum an elem en t is  param ount in  both  
of them , even  as in  proprietorsh ip  form . 
T hey are partnersh ips and corporations. 
T he death of a  partner v irtu a lly  destroys  
the structure, req u iring  d isso lu tion  to
be com pleted by liq u id a tin g  th e  firm ’s 
affairs, se tt lin g  its  debts and pay in g  out 
th e  resid ue to  su rv iv in g  partners and  
h eirs  of th e  deceased. T he h eirs m ay  
need and dem and an early  settlem en t, yet  
one th a t m ay m ean  loss of com m on profits 
or even  inso lvency . I f th e  deceased part­
n er’s in terest can  not be purchased by  
th e  survivors, th e  u n dertak in g  m ay go  
out of ex isten ce  a ltogeth er; or if  credi­
tors are in s is te n t  it  m ay be sacrificed to  
th e ir  dem ands, and w ith  it  go som e of 
th e  p rivate  property of the form er part­
ners. H ad insu ran ce been carried  in  a  
reasonable am ount, there w ould have  
been m eans to  m eet a t least th e  im m edi­
ate  n eeds of th e  occasion, if  indeed  a ll 
th ree  p arties w ere not satisfied; c la im ­
ants, e sta te  and su rvivors. A s is  true  
w ith  fa m ily  insurance, var iou s po licy  
form s are obtainable to  fit th e  particu lar  
cond itions and protect th e  severa l in ter­
ests.
In corporations, a s in  th e  sim pler or­
gan ization , there is  u su a lly  one m an  
w hose a b ility , m oney or prom inence  
m akes h im  invaluab le. W hile  th e  fa il­
ure of th e  en terp rise  w ould  not involve  
stockh old ers’ p rivate  property, neverth e­
less  th e ir  in v estm en t m igh t be lo st and  
the work o f m a n y  years destroyed. In  a 
c lose  corporation  there m ay be a com bi­
n ation  of cond ition s u su a lly  found in  a  
wider-spread structure a s w e ll as in  a  
partnersh ip . H ere aga in  in su ran ce in  
favor of th e  com pany m ay m ean th e  dif­
ference betw een  continued  operations an d  
d estructive shutdow ns.
D u ring  th e  life tim e  of th e  private  in ­
d iv idu als— if  w e w ish  to  avoid  u n p leasant 
th ou gh ts of ta k in g  off— the carry in g  of 
insu ran ce is  a  p o sitiv e  e lem en t for good. 
Supply h ou ses and banks are m ore w ill­
in g  cred itors w h en  th ey  know  th e  busi­
n ess w ill com e in to  a su bstantia l sum  i f  
th e  owner, partner, endorser of notes, 
financial backer, or other key  m an, sh ou ld  
die. T hey know  th a t m anagem ent and  
m eans are th e  b iggest factors in  any  
b u siness; and assured  e ith er  a continu­
ance of the tw o, or a cash  su b stitu te  
therefor, th ey  are m ore w illin g  to  ride  
along.
A nother phase of life tim e  benefit a t­
taches to  endow m ent po licies; th e  k ind  
th at you don’t have to  d ie to  beat. If  
there is  a  m ortgage to  pay, or a bond  
issu e  to  m eet, a  s in k in g  fund is  u su a lly  
estab lished . I f  a ll goes w ell, th e  fund  
w ill be ready on tim e. B ut it  is  not ab le  
to  m eet th e  contingency  of death, w h ich  
m ay happen as ea sily  in  th e  first year as  
the tw en tieth . If th e  bu sin ess goes on  
w ithou t lo ss of personnel, th e  m atured  
endow m ent pays th e  b ill. I f  there is  a 
ta k in g  off, w h ich  of itse lf  m ight h a v e
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m ade im possib le th e  m eetin g  of stern  ob­
liga tion s, th e  p o licy  proceeds are a t once  
availab le; part for th e  s in k in g  fund, part 
for  in sta n t needs.
A gain , w ith  a p o licy  th a t h as loan or 
cash-surrender value, th e  beneficiary can  
draw  out som e or a ll of th e  m oney for  
n ecessary  current u ses; rep ayin g  it  w hen  
convenien t, or le tt in g  th e  loan fo llow  th e  
policy  to  m aturity .
T here are so m any a n g les to  th is  bu si­
n ess in su ran ce subject, v iew ed  v a r iou sly  
from  th e  stan dp oin ts of insured, bene­
ficiary and outsider, th a t a  brief artic le  
can not even  su g g est them . T he a ssu r­
ance, encouragem ent and ind em nity  de­
rived from  th is  protection  are tang ib le  
and w ith in  m oderate reach. The in ter­
e sts  not a lone o f the beneficiary, but also  
of th e  m an h im se lf and h is  dependents, 
a s w ell as th ird  parties, can be sa fe­
guarded by appropriate p o lic ies (perhaps  
w ith  supp lem ental c o n tra cts).
T he conduct of a  b u sin ess enterprise  
partakes of th e  natu re of a  trust, in vo lv ­
in g  th e  w elfa re  of investor, partner, 
backer, em ployee and public. T he haz­
ards of fire and storm , of accident, or 
fraud, are  com m only know n and provided  
for. H ow  m uch m ore im portant is  it  th a t  
th e  thread  of life  sh a ll be w atched w ith  
care, and loss from  its  u n tim ely  breaking  
be soon restored.
[E D IT O R ’S NOTE: On read in g  th is  ar­
tic le  th e  E d itor w as inc lined  to  rechristen  
i t  “Say It W ith  M em berships.” Som e­
tim es accountants, as occasion ally  law ­
yers, doctors and other professional peo­
ple, ra ise  th e  question  as to  w h y  m em ­
bership  should  be taken  out by them  in  
e ith er  S ta te  or national organizations de­
voted  to  th e  in terest of th ose  profes­
sion s. T he in d iv id u a listic  idea is  strong  
in  th e  m inds of m any p rofessional people. 
W h ile  th e  ch ief argum ent for m em ber­
sh ip  should  be from  a p rofessional stan d­
point, neverth eless, th e  su g g estio n  h a s  
o fttim es been m ade th a t th e  S ta te  and  
n ation a l organ izations con stitu te  a  type  
of p rofessional in su ran ce a g a in st w h a t  
in  w arfare is  know n as sn ip ing . T he in ­
d iv idu al m em ber of any  p rofession  is  
hardly  able single-handed and alone, and  
en tire ly  independent of the efforts of 
other m em bers of the sam e profession , 
to  m a in ta in  standards a s he found them , 
to  say  n o th in g  of im provin g  them . T here­
fore, for th e  sam e reason th at one carr ies  
fire, accident, cyclone and com pensation  
insurance, consider in g  th e  sam e as an  
in c id en ta l expense, there is  a  fundam ent­
a l reason  for m a in ta in in g  m em bership in  
S tate  and nationa l organ izations based  
on th e  in su ran ce idea feature, ev en  
thou gh  he has no real p rofessional fe e lin g  
for  th e  group w ith  w h ich  he is  a ssociated . 
C on tact w ith  th e  group  m ay d ev e lo p  a  
p rofessional standard. ]
T he Inventory System at the Naval Supply 
Depot, Brooklyn, N. Y.
T h e  U. s . NAVY h as a t 29th Street and T hird A venue, B rooklyn, a supply base coverin g  9 2-3 acres  
of ground, and w ith  floor space in sid e  
of th e  b u ild in gs of 2,088,000 square feet. 
T he tota l va lue of stock  carried  on a 
peace tim e b asis and a t peace tim e cost 
(w ith  th e  exception  of a  l it t le  surplus 
from  th e  w ar) is  about $18,500,000.00. 
T here are about 625 c iv ilia n  em ployees 
(w eek ly  payroll about $19,000.00) in  
charge of 15 com m issioned  officers of the  
N avy, headed by A dm iral T. S. Jew ett 
(S . C .). N a tu ra lly  i t  is  n ecessary  to  
keep accurate and deta iled  account of 
th is  v a st bu siness.
T he general ou tlin e  of th e  N avy's  
b u sin ess system  has been w ell covered  
by C aptain C hadw ick’s a r tic le  in  the  
Ju ly  issu e. I t is  th e in ten tio n  of th is  
a rtic le  to  describe a s briefly  as possib le  
th e  operation of ju st one of th e  a c tiv it ie s  
th a t are conducted a t th e  N SD . A s far  
a s possib le w e sh a ll e lim in ate  su ch  de­
ta ils  as are required by act of C ongress  
and w h ich  w ould have no counterpart 
in  com m ercial life . A ll governm ental 
a c tiv it ie s  are th u s ham pered, to  a  great­
er or le ss  degree. B ut on th e  w hole  
there is  lit t le  in  the storek eep in g  
m ethods of the N avy  th at is  not in reg­
ular use by com parably large b u siness  
corporations, nor w h ich  could not profit­
ably be adapted to  if  not w h o lly  adopted  
by, sm aller concerns.
A ll m ateria l used in  operatin g  the  
N avy is  divided for accou nting  purposes  
in to  som e eighty-odd c lasses, and each  
sh ip  and sta tio n  is  required to  keep
B y  L . G LUIC K , L ieu ten a n t (J . G .) ,
S . C., U . S . N . R .
ledger accou nts w ith  each c la ss of m ate­
ria l and report thereon  at regu lar in ­
tervals.
A t th e  N avy  Supply D epot in  Brook­
lyn  a regu lar schedu le  of in v en tories is  
la id  out by c lasses and a  group of 
c la sses is  inventoried  ev ery  m onth. W ith  
a few  exceptions, w h ich  are tak en  annu­
ally , and one w h ich  is  taken  m onth ly, 
each c la ss  is  th u s inventoried  tw ice  a 
year.
T h is even  d istr ibu tion  of the load is  
m ost econom ical. A  sm all su perv isin g  
crew  can, in  conjunction  w ith  the regu­
lar stockm en, ledger clerks, etc., take, 
com pute, check, and prove an inventory  
in  am azin gly  sm all tim e by reason of 
d iv ision  of tra in ed  labor. Continuous, 
effective ph ysica l and accou nting  control 
of m ateria l is  obtained.
T he first step  is  the issu ance  of an in ­
ven tory  ca ll, w h ich  is  reproduced as  
“E x h ib it A ” herew ith . T he necessary  
data is  obtained from  experience as re­
corded in  previous in ventories, m odified  
to  m eet subsequent changes. Thus, if  
in  Novem ber, 1928, a certa in  c lass re­
quired tw o stockm en, but du ring the in ­
terv en in g  s ix  m onths th e  stock  w as  
know n to  have been m ater ia lly  in ­
creased, the call w ould be a ltered to  
provide for three stockm en in  May, 1929.
The m ost im portant stim u lan t to ac­
curate cou n tin g  is  the fact th a t before
it  beg ins th e  “ch ief of in ven tory” im ­
pounds a ll th e  stock  cards, rem oving  
them  from  th e ir  custom ary place to  h is  
ow n office, and re ta in in g  custody of them  
un til final proof o f correctness or th e  
ex isten ce  of a  difference, is  m ade. T h u s ,  
th e  “m anagers” (w h o are in  charge of 
severa l stockm en, usually  one m anager  
to a floor, hence som etim es called  floor- 
m en) and stockm en cannot report, 
from  know ledge of w h at is  on th e  cards, 
th a t th e  ind icated  q u antity  is  on hand. 
A n actual p h ysica l count m ust be m ade.
T he stock  is  carefu lly  arranged to fa ­
c ilita te  ordinary han d lin g  and th is  
sam e sc ien tific  arrangem ent (see  para­
graphs 624-660, Supply Officers M anual) 
is  ipso  facto  th e  best possib le arrange­
m ent to  speed up inventory. One of th e  
th in g s  th e  inven tory  crew  is  required to  
note is  w h eth er  standard in stru ction s in  
regard to  sto r in g  of goods have been  
carried  out, and if  not, w hy, and to  re­
port thereon  to  the w arehouse ch ief for  
A ction. (P lea se  note the cap ita l “A .” )
T he goods are ord inarily  counted by  
one m an w ho records on a card th e  
standard stock  num ber and q u a n tity  
found, dropping th e  cards in to  a box 
or tray  in  str ic t num erical order. I n  
the case of such  item s a s piece go o d s  
there is  a lso  a “recorder,” w ho records 
on a portable add ing  m achine th e  quan­
t it ie s  a s found and called  out by th e  
counter. Only one card is  prepared for  
one item .
A s fa st as a  floor section  is  finished, 
th e  cards from  that section  are sen t  
to a “bookkeeper,” w ho im m ed iately
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checks the quantity against the stock 
cards supervised by the chief of inven­
tory. If the amount agrees, a symbol 
indicating it is entered on the stock 
card (Form 209, illustrated herewith). 
The unit price is entered on the inven­
tory card and extended by aid of a cal­
culating machine, the result is checked 
by another “bookkeeper” and if correct 
is entered in red ink on the stock card 
on the line immediately following the 
last regular entry. These inventory fig­
ures are the only monetary values, ex­
cept price, appearing on the stock card. 
All other monetary values are kept in 
the class ledgers, to be described below.
If the quantity on the inventory card 
is not in agreement with the stock card, 
it is sent back to the inventory crew and 
another man makes a new count and 
records it. But no indication of the 
amount expected is given. This recheck 
usually discovers the difference, which 
more often than not arises from incor­
rect stowage.
If, however, the second count agrees 
with the first, the card is returned to 
the chief of inventory to be held for 
future action, and the extensions made 
and differences recorded on the stock 
card. The speed with which an inventory 
can be taken by the foregoing method is 
truly amazing compared to the method 
(or one might say lack thereof) usually 
found in commercial institutions.
Department stores are a conspicuous 
exception. Moreover, a scrupulously 
careful record of the time is kept (form 
451) and costed, and compared; with 
former reports. The chief of inventory 
must investigate and adequately explain 
large differences.
Once the inventory has been taken 
and proved as to quantity, all inventory 
cards (except those held for investiga­
tion) are destroyed. A “bookkeeper” 
then takes the stock cards and makes 
an adding machine tape of the inven­
tory values just recorded and another 
“bookkeeper” checks this tape. The final 
result is then recorded on a report of 
inventory and sent to the “class ledger” 
clerk in the accounting department for 
comparison with the class ledger bal­
ances.
Such is the accuracy of the work, de­
spite its seeming speed, that in the great 
majority of classes the amounts agree. 
If the difference exceeds a dollar an in­
vestigation is ordered.
A brief description of the class ledger 
is now in order. Regardless of the form 
it takes, it serves two purposes. First, 
each class account is a control for the 
underlying stock cards. Second, it fa­
cilitates the preparation of certain sum­
maries and analyses required by Wash­
ington.
The Brooklyn Supply Depot uses a 
simple card form, but the Navy as a 
whole uses an elaborate loose-leaf ledger 
sheet. The Brooklyn method is a tre­
mendous time-saver, and it may be just 
another one of the numerous details in­
vented, tried, and proved there, and 
subsequently adopted by the entire 
Navy.
On the other hand there is a sug­
gestion that by restoring a stock card 
with money columns, and a few minor 
changes in procedure, the class ledgers 
could be abolished entirely without sac­
rificing any information, and with a 
gain in economy. But the class ledger 
is such a venerable part of the Naval 
Supply Account that it is unlikely that 
it will be abandoned for many years, 
if ever. Furthermore, its control func­
tion remains valuable.
The next step is the investigation. 
The chief of inventory and rarely more 
than one assistant proceed to check or 
audit all postings, totals, etc. The pro­
cedure differs in no way from an ordi­
nary detailed audit. Of course, the chief 
of inventory uses to the utmost his 
knowledge of the peculiarities of the 
different kinds of merchandise and the 
personnel which handles them.
Once the error is found or reduced 
to an inconsequential amount a report 
is made. (Form 467, herewith). The 
most interesting thing is the “cost of 
investigation” and the fixing of responsi­
bility (initials have been substituted 
for names in the exhibit printed here, 
but the actual report gives full names). 
It must be noted that not all investi­
gations show as low a cost as the ex­
ample shown.
When an employee has made 12 class 
“B” errors (checking) or 6 class “A” 
errors (original work) disciplinary ac­
tion is taken. It is a great system for 
keeping people alert to do their work 
right.
The reader's attention is now recalled 
to the stock card item “Low Limit.”
From the standpoint of any business en­
terprise it is important to have on hand 
material when wanted. For an organi­
zation like the Navy it is vital that 
there shall be on hand enough not only 
for current needs but a surplus for 
emergencies. There is supposed to be 
on hand in the Brooklyn depot enough 
clothing to completely outfit 65,000 men 
on an hour’s notice.
There are over 40,000 items carried 
in stock at the depot. Therefore an ef­
fective system of follow-up is impera­
tive. F irst of all the low limit must be 
set. The factors entering into this mat­
ter are interesting but too numerous to 
discuss here. They involve the compli­
cated methods of government procure­
ment, military needs, etc. Suffice it that 
the limit, when set, is correct. It is 
then the stock card “bookkeeper’s” duty 
to report instantly to the procurement 
division when the amount in the bal­
ance column approaches or reaches the 
low limit set.
But that alone is not enough. There 
is no finality to a low limit once set. 
If that is not readily apparent, consider 
just one factor out of scores that might 
serve to change it. The Navy Depart­
ment orders a ship to be based on 
Brooklyn instead of Hampton Roads. 
Up goes the limit.
So a systematic check-up is main­
tained. Issues are summarized monthly, 
compared with corresponding months in 
prior periods, averaged over a three or 
four-year period, etc., and the low lim­
its raised or lowered as the factors in­
dicated two paragraphs above, require. 
Despite the seeming vastness of the task, 
it is simple and is done by a regular 
officer as only part of his duties.
For further description of this sys­
tem, the reader is referred to the July 
and August issues of Manufacturing 
Industries, a Ronald Press publication, 
in which there is an article by Admiral 
Hicks; and to the Rand Kardex publi­
cation for February, 1927, containing an 
article by Admiral Morris.
EXHIBIT “A”
NAVAL SUPPLY DEPOT 
29th St. & 3rd Ave.
BROOKLYN, N. Y.
21 June 1929.
NSD BULLETIN NO. 98-8
Subject: Inventory Schedule—July, 1929.
ORGANIZATION
Date Time Classes Bookkeepers Counters Locations
1 July 8 :15AM 32-33
(NSA-APA)
2 10 1-2-1
8 July 8 :15AM 14-22-59
(NSA-APA)
2 9 Cl. 14—Lot 3 
Cl. 22-59— 2-5-1
12 July 8 :15AM 17 (NSA- 
APA-RMNA)
4 23 1-3-1
30 July 8 :15AM 250-L
(C&SS)
2 7 1-5-1
NOTE:—All bookkeepers and counters to be notified by Supply Officers two days prior 
to date of inventory. Bookkeepers to report to Chief of Inventory Division (Mr. Klein) and 
all counters to report to Storehouse Supervisor (Mr. Michaels) at appointed hour. All 
recheckers required for inventory will be notified on same day when needed.
T. S. JEWETT
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Card No. Account (Local)-STOCK NO.-(Standard)
Article............................... -..... -....... -............. ..................
Excess__________ Ordered_______  Owed.
Low Limit_________  Unit___ ___ Price.
Number of Counters .
Count of Stock__
Stock-card Check..
Recheck______ _____ :
Stock-card Adjustment..
Stock-card Balance (Adding Machine).. 
Stock-card Class Value (Reported)___
Day Hour
10 8:15
10 9:00
10 2:45
11 9:00
12 2:30
COMPLETED 
Day Hoar
COST OF INVENTORY
10 2 :1 5
11 9:00
12 2:00
12 2:30
13 10:00
13 12:.00
In  Charge of Inventories.
ANALYSIS OF DIFFERENCES 
STOCK CARD BALANCE AND CLASS LEDGER BALANCE
U S. Naaval  Supply D epot, Brooklyn. N.Y.___  20 March
1929
Date of Inventory___ 12  M a r ch_______ ____ _ 1929
Account C lass N o. 53
Stock Card Balance after Inventory_____ ___ $  3 8 0 ,2 8 1.92
Class Ledger Balance before Adjustment___ ____ _________ ____ _ $3 8 2 , 0 0 5 . 1 8 __
Difference................. ..........................................................................._________$ 1 ,7 2 3  .2 6 -
DESCRIPTION of  ERROR
Stock card  #53--15 extended as 
$111.62 should  have been $1,116.18
Stock card  #53—715 extended as 
$79.65 should have been $796.50
I t  w ill  be no ted  th a t  th e  d i f ­
fe ren ce  of $1.85 has n o t been inves- 
t i g a ted  fo r  the reason  th a t  more 
than 75% o f the u n i t  p r ic e s  in  th is 
c la s s  are  extended th ree  decim al 
p la c e s .
Cost of in v e s tig a tio n  
2 hours -  -  -  - $ 2 .0 4
T o t a l s ...........................................................................
N et Difference..........................................................
Balance Unaccounted for (A djusted).................... x x x x x x x x x x
STOCK CARDS
ADD SUBTRACT
1004.56
716. 85
1721.41
CLASS LEDGERS
Miss M
MRS.  L
1 . 85
F i n a l  B a l a n c e — S t o c k  C a r d s  a n d  C l a s s  L e d g e r s  ______ _______________ $ ..........
A. KLEIN
Date Call or Invoice No.
Received from 
or issued to—
Quantity
received
Q uan tity
is su e d Balance
From Card No.
Carried Over
S . a n d  A . F o r m  209—Stock Card (Revised Jan., 1928)
( R e v e r s e  s ide )
Date Call or Invoice No.
R eceived  from  
o r is s u e d  to—
Quantity
received
Quantity
issued Balance
Brought Over
----------
------------- ---------- ---------- ----- --------------
To Card No.
Investigator.
ORDERS RECEIPTS DUE
Date Req. No. Quantity Date Quantity Quantity
S . and A. Form  451.Feb., 1928
TIME REPORT OF INVENTORY
o r  C la s s  N o . 45
No. of Items —About 2090
Value of Class About $. 30 2 ,0 0 0 .0 0
Month of. June
Twelve
STARTED
N o te .—At the beginning of this inventory, the Stock Cards were taken from the Stockman in Charge of Class 
, and during the count and recheck, no counter, nor any representative of Class 
aware of  the quantity appearing on a  Stock Card.
46 was
A. KLEIN.
PERSONNEL EMPLOYED
Counters___
Bookkeepers
Recheckers.
T o ta l
No. em plo y ed NO. O F  HOURS TOTAL AMOUNT
1 2 41 2 2 .9 5
4 56 49 .52
3 24 17 .52
19 121 89 .99
ADD SUBTRACT
EMPLOYEE
RESPONSIBLE
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SOME OF OUR EXHIBITORS
NEW ORLEANS CONVENTION, OCTOBER, 1928
Prentice-Hall, Incorporated Burroughs Adding Machine Company
General Office Equipment Corporation Ediphone Sales Company
Commerce Clearing House The Addressograph Company
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C. P. A. EXAMINATION QUESTIONS, 
MICHIGAN, MAY, 1929
COM MERCIAL L A W
T uesday M orning, M ay 21, 1929, 
8.00-12.00.
1. a. W hat proceed ings are n ecessary  
before a corporation can se ll its  stock in  
th e  S tate  of M ichigan?
b. Under th e  present law s of th e  U n ited  
S tates is  it  m andatory to  affix revenue  
stam ps to  stock  book or stock certificates?  
I f  so, sta te  am ount of tax, i f  any.
c. Are there any requirem ents a s to  
resid en ce of officers of a corporation or­
ganized under th e  law s of th e  S tate  of 
M ichigan?
d. W hat procedure is  necessary  for a 
corporation  organized under th e  law s of 
th e  S tate  of D elaw are to  conduct bu siness  
in  th e  S ta te  of M ichigan?
e. S ta te  th e  difference, i f  any, of the  
m ethod of com puting  the annual S tate  
corporation tax  for a corporation organ­
ized under th e  law s of the S tate  of M ich­
igan  and a corporation  doing bu sin ess in  
the S tate  of M ichigan but organized in  
another State.
2. a. Define th e  fo llow in g: E sta te  by th e  
entirety ; jo in t tenancy; tenancy  in  com ­
m on; tenancy  by sufferance; l ife  esta te;  
leaseh old ; deed; easem ent.
b. W hat is  th e  law  of th e  State  of M ich­
igan  as to th e  m easure of dam ages a llow ­
able in  condem nation  cases:
1. To th e  ow ner of property?
2. To the lessee  of property?
c. W hat are th e  prov ision s of the S ta t­
ute of F rauds w ith  reference to the tran s­
fer  of real property?
3. a. W hat e lem en ts are necessary  to  
m ake an instru m en t negotiable?
b. X  Corporation, com posed of A, B, the  
w ife  o f A  and C w ho ow n a ll of the stock, 
borrowed m oney on corporate note, en­
dorsed by B.
1. W hat is  lia b ility  of X  corporation?
2. W hat is  l ia b ility  of B?
c. A  being  a m arried  m an borrows 
m oney on h is  note endorsed by B, h is  
w ife:
1. W hat is  A ’s lia b ility  under note?
2. W hat is  B ’s lia b ility  under note?
d. H ow  can an endorsem ent in  blank be 
converted  in to  a specia l endorsem ent by  
th e  holder of a  negotiab le  instrum ent?
e. W hat is  a restr ic tiv e  endorsem ent?  
A nsw er fu lly .
4. a. S tate  w h eth er or not the bank­
ruptcy of a  firm or partner d isso lves the  
firm.
b. Under w hat circu m stan ces is  a 
“preference” in  bankruptcy voidable or 
recoverable? A nsw er fu lly .
c. Under w hat law  are exem p tion s de­
term ined, and w h at are th e  am ounts of 
exem ptions?
d. N am e th e  order in  w h ich  a ssets  of a 
bankrupt are d istributed.
e. W ho m ay not be declared a bank­
rupt?
5. a. N am e th e  leg a l requirem ents of a 
v a lid  w ill.
b. In  w h at courts are esta tes of deced­
en ts adm inistered?
c. W hat is  th e  a u th o rity  of an  executor  
or adm in istrator over real property of a 
decedent?
d. N am e th e  three c la sses of w ills . 
W hat is a  codicil?
e. W here a testa tor  has fa iled  to  ap­
point an executor, w h at is  th e  person  
term ed w ho is  appointed  by the Judge of 
Probate?
6. a. G ive defin ition  of the fo llow in g: 
G eneral guaranty; special guaranty.
b. W hat co n stitu tes  d iligen ce  w here  
gu aranty  is  of collection?
c. S tate  w h eth er  or not a ssign m en ts can  
be m ade of contracts of guaranty  and  
su retysh ip , and i f  so, in  w h at cases?
7. a. G ive e lem en ts of a corporation, 
partnership . G ive fu ll details .
b. W hat is  th e  lia b ility  of a  stockholder  
under the N ation a l B ank A ct for the  
debts of a defunct bank; under th e  S ta t­
u tes of M ichigan?
c. W here stock is  held by a guardian, 
executor, or trustee, is  such  person liab le  
for debts in  even t of an  in so lven t corpor­
ation?
d. N am e th e  variou s m ethods of d isso lv ­
in g  a corporation.
8. N am e th e  different k ind  of bailm ents  
and g iv e  defin ition  of each.
9. W hat is  m eant by th e  B ulk  Sales  
A ct of th e  S ta te  of M ichigan?
10. a. I f A  se lls  goods to  B w ith  w ar­
ranty, and B rese lls  them  to  X, w ho is  
liab le in  case o f breach of w arranty?
b. W hat dam ages are recoverable in  
case of breach of w arranty?
c. Under w h at circu m stan ces are goods 
to  be deem ed in  tra n sit w ith in  th e  m ean­
in g  o f the sta tu te  of M ichigan?
d. G ive th e  d istin ctio n  betw een an exe­
cuted and executory sa le  of personal 
property.
P R A C T IC A L  ACCOUNTING
P A R T  I
T uesday A fternoon, May 22, 1929,
1.00-5.00.
Problem  No. 1— 25 Credits.
PRODUCTION O RDER CONTROL OF 
M ANUFACTURE
T he post-closing tr ia l balance of the  
N oble S k irt Com pany, Inc., as at D ecem ­
ber 31, 1927, w as as fo llow s:
N O B L E  S K IR T  COM PANY
T ria l B a lan ce  a s  a t  D ecem ber 31, 1927
D ebit. C re d it.  
$10,000
1 ,0 0 0
25,000 
1,800
46,000 
1,200
$ 1 ,0 0 0  
4,600 
13,000 
800
40,000 
25,600
85,000 85,000 
M aterials purchased —  $1,800, con­
sisted  of:
W ool— 200 yards a t $4.00 per yard.
S ilk — 100 yards at $7.00 per yard. 
F in d in g s— tota l value, $300.
T he fo llo w in g  tran saction s and w ork  
operations took place during Jan u ary , 
1928:
P urch ases of m ateria l w ere m ade o n  
cred it as fo llow s, and in  th e  order sta ted :  
W ool— 200 yards at $3.80 per yard.
W ool— 100 yards at $3.30 per yard.
W ool— 100 yards at $4.20 per yard.
W ool— 100 yards at $4.40 per yard.
W ool— 200 yards at $4.00 per yard.
S ilk  — 100 yards a t $7.50 per yard.
S i lk —  50 yards a t $8.00 per yard. 
F in d in g s— tota l value, $700.
T hree s ty le s  of sk ir ts w ere m anu­
factured, as follow s:
A— U sin g  2 yards o f w ool and find in gs  
of $1.00 per sk irt.
B— U sin g  2 1-3 yards of w ool and find­
in g s of $1.25 per sk irt.
C— U sin g  2 yards of s ilk  and find in gs  
of $2.00 per sk irt.
P roduction  orders w ere issu ed  and ma-
ter ia l req u isition s for them  in  the follow -
in g  order, th e  o ldest stock  
first:
being issu ed
P roduction  
sty le  A.
Order No. 1 for 50 sk ir ts ,
Production  
sty le  B.
Order No. 2 for 50 sk ir ts ,
Production  
sty le  C.
Order No. 3 for 25 sk ir ts ,
Production  
sty le  B.
Order No. 4 for 50 sk ir ts ,
Production  
sty le  C.
Order No. 5 for 20 sk ir ts ,
Production  
sty le  A.
Order No. 6 for 60 sk ir ts ,
Production  
sty le  B.
Order No. 7 for 40 sk ir ts ,
Production  
sty le  C.
Order No. 8 for 30 sk ir ts ,
P roduction  
sty le  B.
Order No. 9 for 50 sk ir ts ,
Production  
sty le  A.
Order No. 10 for 50 sk ir ts ,
Production  
sty le  C.
Order No. 11 for 25 sk irts,
Production  
sty le  B.
Order No. 12 for 30 sk ir ts ,
C ash  ............................................
P e tty  ca sh  ................................
C u sto m ers’ c o n t r o l ......... ..
M a te ria ls  p u rch ase d  ............
M ach inery  an d  e q u ip m e n t . .
D efe rred  c h a rg e s  ...................
R eserv e  fo r  b a d  deb ts 
R eserv e  fo r  d e p re c ia tio n . . .  
A ccounts p ay a b le  c o n t r o l . .
A ccrued  p a y  ro ll ...................
C a p ita l s to c k  ..........................
S u rp lu s  .......................................
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The day and piece work time-tickets 
for the month disclosed the following ac­
crued pay roll:
Production Order No. Day Wk. Piece Wk.
1   $200 $150
2   100 195
3   75 125
4   110  200
5   65 105
6   120 190
7   84 170
8   96 150
9   100 210
10   75 80
11   90 135
12   60 80
The indirect day work labor for the 
month totaled $585.
Payments of wages during the month 
totaled $3,450.
Overhead expense incurred and owed 
during the month amounted to $3,100.
Overhead was apportioned to produc­
tion monthly on a weighted labor basis, 
a weight of 1 being assigned to piece rate 
labor, and a weight of 4 to day rate labor.
All production orders were completed 
during the month, except Nos. 10 and 12.
General expenses incurred and owed 
totaled $700.
Sales on credit were made as follows:
Style A— 90 skirts at $25.00 each.
Style B—180 skirts at $30.00 each.
Style C— 90 skirts at $40.00 each.
Collections from customers totaled 
$19,500.
Payments to creditors totaled $6,000.
Prepare:
(a) Journal entries to cover above 
transactions and to determine net profit 
for the month.
(b) Statement of month’s operating re­
sults.
(c) Post-closing trial balance, support­
ing all inventory accounts with detailed 
schedules.
(d) Production journal showing analy­
sis of cost of each completed order.
(e) Record of costs, showing cost of 
production for each lot of each style 
manufactured.
Problem No. 2—10 Credits.
(a) Corporation A owned a building 
which cost $300,000 on January 1, 1920. 
The building was destroyed by fire, Janu­
ary 1, 1928. The corporation deducted 
$6,000 a year as depreciation and received 
from the insurance company $275,000. 
How was the gross income of Corpora­
tion A affected?
(b) Corporation B was created in 1928 
for the purpose of dealing in real estate. 
In that year it acquired 100 acres of su­
burban land for $100,000, paying $30,000 
in cash and giving a first mortgage of 
$70,000 for the balance. Taxes assessed 
against the property for 1928 amounted 
to $2,400 and interest paid on the mort­
gage amounted to $1,400. The corpora­
tion intended to develop the land for 
building sites, but at the end of 1928 had
not proceeded far enough to have derived 
any income from the sale of lots or from 
any other source.
How should the expenses for taxes and 
interest be handled from the income tax 
standpoint?
(c) Corporation C maintains a reserve 
for bad debts. This reserve averages 3 
per cent of its open accounts at the end 
of the year, or approximately $30,000 per 
year. In 1928 it sustained a loss of $35,- 
000 through the bankruptcy of its largest 
debtor. How should this loss be treated 
in order to be deducted as a bad debt for 
1928?
(d) Corporation D on January 1, 1922, 
purchased a building for $100,000. On 
July 1, 1928, this property was appraised 
at $200,000, and since the corporation’s 
books did not reflect the actual value of 
the property in 1928, the corporation 
wrote up the value of the building on its 
books to $200,000, crediting a surplus ac­
count for $100,000. Up through 1927 the 
corporation had been allowed an annual 
depreciation deduction of 3 per cent of 
$100,000. At the time of increasing the 
value on its books it re-estimated the life 
of the building at 25 years from January 
1, 1928.
(a) Does Corporation D realize any 
taxable gain by writing up the value of 
the building on its books?
(b) How much depreciation is Corpor­
ation D entitled to in 1928 on account of 
the building?
(e) On July 1, 1922, Corporation E is­
sued $250,000 of 7 per cent ten-year bonds, 
selling them at 90. On July 1, 1928, it 
redeemed $125,000 of these bonds at par. 
What deductions was the corporation 
permitted to take in 1928 with respect to 
bond interest and discount?
Problem No. 3—15 Credits.
The capital of a partnership is contrib­
uted as follows: A, $90,000; B, $45,000; 
C, $15,000. The partnership agreement 
provides for profit sharing as follows: 
A, 50 per cent; B, 30 per cent; C, 20 per 
cent. The partners’ salaries are as fol­
lows: A, $5,000; B, $3,000; C, $2,000.
At the close of the first year’s business, 
C dies. The books are closed and the 
net assets of the business are shown to 
be $152,500. A and B liquidate the af­
fairs of the partnership and distribute 
the surplus assets as follows: First dis­
tribution, $42,410.20; second distribution, 
$74,622.30; third distribution, $31,967.50. 
Salaries had not been credited to the 
partners.
Prepare a statement of the partners’ 
accounts, showing how the distribution 
should be made.
PART II 
Wednesday Morning, May 22, 1929, 
8 .00-12 .00 .
Problem No. 1—25 Credits.
The following balances were taken 
from the general ledger of the Superior 
Cab Company as of March 31, 1928:
Debit. Credit.
Taxicabs .................................................................................................................  $664,277.83
Taximeters ............................ ................................................................................ 35,648.25
Sundry automobiles ...........................................................................................  860736
Machinery, tools, etc.............................................................................................  6, 514.95
Office furniture ....................................................................................................  8 639 73
Reserve for depreciation ................................................................................. $156,153 .48
Cash .......................................................................................................................... 60,838.55
U. S. Government bonds ................................................................................... 1, 793 32
Accounts receivable— Service ........................................................................ 10 683 70
Miscellaneous accounts receivable ...............................................................  1, 719.76
Reserve for doubtful accounts ........................................................................ 2 ,000 .00
Inventory of uniforms .......................................................................................  37260
Subscriptions to capital stock ........................................................................  2, 718. 75
Due from officers ...............................................................................................  320.54
Prepaid expense— Repair p a r t s ...................................................................... 5, 000.00
Prepaid expense— Stationery and p rin tin g ................................................  2, 000.00
Prepaid expense— Gasoline ..............................................................................  1, 642.65
Prepaid expense—Taxes, insurance, interest .......................................... 14, 272. 97
Prepaid expense— Licenses ............................................................................  4, 169. 65
Real estate—Land .............................................................................................  150,000.00
Deferred charges— Organization expense ................................................  39,892.62
Deferred charges—Unamortized finance charge .....................................  19,901.47
Deferred charges—Unamortized leasehold expense .................... 3,297.72
Goodwi11 .............................................................................................................50,000.00
Taxicab revenue ..................................................................................................  1,217,117.29
wages .....................................................................................................................  504,166.13
Gasoline .................................................................................................................  68,725.66
Repairs and replacem ents................................................................................. 7,865.21
Salaries, officers, and clerks ............................................................................  24,973.20
Interest expense ............................. 6,755.63
Tire rental ...................................................................... 6,755.63Tire rental ............................................................................................................. 42,017.56
Printing, postage, and stationery ...............................................................  4,223. 74
Finance charge— Cabs . . ................................................................................... 4, 353. 53
Organization expense .........................................................................................  4 000 00
Professional fees ................................................................................................ 4,273.25
Rent .......................................................................................................................... 24,014.31
Licenses .................................................................................................................  12,198.51
Insurance ...............................................................................................................  12,170.25
Commissions and rentals ................................................................................  11, 457.83
Lubricants ..........................................................................................................  5, 524.56
Depreciation—F. and F. ................................................................................... 723. 31
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B ad  d eb ts  .....................................................................................................................
G a rag e  expense  ..........................................................................................................
W ash in g  m a te r ia l  ..................................................... ...............................................
T a x im e te rs ’ expense .................................................................................................
P a rk in g  lo t incom e ...................................................................................................
P ro fit on sa le  o f u n ifo rm s ...................................................................................
D iscoun t on p u rc h a se s  ..........................................................................................
A ssets ta k e n  over fro m  Gold C row n C ab Co................................................
C lass “B ” c a p ita l sto ck  (o u ts ta n d in g  56,872 sh a re s )  ............................
In c re ase  in  v a lu a tio n  of new  cab s (ap p re c ia tio n )  .................................
B a tte r ie s ’ rep a irs , e tc ................................................................................................
T elephone an d  te le g ra p h  .....................................................................................
A dvertis in g  ...................................................................................................................
M iscellaneous incom e ..............................................................................................
L oss on sa le  of Gold C row n C abs ...................................................................
H e a t  an d  lig h t ............................................................................................................
T axes ...............................................................................................................................
A dditions a n d  b e tte rm en ts  ...................................................................................
A ccident c la im s a n d  con tingencies ................................................................
Incom e ta x  pa id  .............................. .........................................................................
D iv idends p a id — C lass “A” stock  .....................................................................
M ain tenance  of cabs ..............................................................................................
C lass “A” c a p ita l (s to ck  sold a t  $21 a  sh a re  o u ts ta n d in g  14,372
sh a re s )  .................................................................................................................
P roceeds from  sa le  of 14,372 C lass “B ” s t o c k ............................................
A cciden ts’ costs ..........................................................................................................
N o tes p ay ab le  ............................................................................................................
A ccounts p ay ab le  .....................................................................................................
D ep rec ia tion— Cabs, m ach inery , e tc ...................................................................
A ccrued  sa la rie s  a n d  w ages ................................................................................
A ccrued o th e r  expenses .......................................................................................
D riv e rs’ deposits on un ifo rm s ............................................................................
M ortgage  p ay ab le  .....................................................................................................
E q u ip m en t c o n tra c ts  p ay ab le  ............................................................................
R eserve  fo r  acciden ts, e tc .......................................................................................
D ebit.
2,209.18
3,989.00
3,313.46
1,967.51
1,889.28 
10,802.08
7,733.40
125,129.69
10,042.12
5,761.87
6,974.29 
17,755.53
1,352.17
14,655.10
65,624.07
24,870.41
82,451.34
C redits.
3,656.38
1,544.28
1,324.05
80,070.71
76,681.59
753.47
301,812.00
14,372.00
93,800.00 
25,387.84
15,735.89
1,956.70
2,118.76
15,500.00 
142,323.09
63,968.07
2,216,275.60 2,216,275.60
T his com pany w as reorganized April 
15, 1927, ta k in g  over the business and  
property of the  Gold Crown Cab Com­
pany, a t w h ich  tim e it  issu ed  stock as  
fo llow s:
Class “A ,” 14,372 shares.
Class “B ,” 56,872 shares.
C lass “A ” stock w as sold  at $21 per 
share net, how ever, it  w as provided in  
the stock certificate th a t the Class “A ” 
stock should have a liq u id atin g  dividend  
value of $25 per share.
P repare from  the above figures:
Profit and lo ss statem ent.
B alance sh eet a s of M arch 31, 1928.
Schedule sh ow in g  th e  com putation  of 
the equity  of C lass “A ” and Class “B ” 
stock.
A ll accruals and prepaid item s are to  
be considered as hav in g  been correctly  
com puted and no reserve for Federal in ­
com e ta x  to  be considered.
Problem  No. 2— 10 Credits.
The cash  book of E ben Standish , a  re­
ta il dry goods m erchant, sh ow s the fo l­
low in g  transactions, as sum m arized for 
th e  year ended Decem ber 31, 1928:
On hand Jan. 1, 1 9 2 8 . . . .  $3,000
R eceipts ................................. 360,000
prom issory notes of $6,000 each, due 
October 31, 1928, D ecem ber 31, 1928, and  
January 31, 1929. The first note w as paid  
at m aturity  and $3,000 w as paid on the  
second note on D ecem ber 31, 1928, the  
balance being renew ed for tw o m onths. 
T hese paym ents w ere included in  the cash  
receipts. H e issu ed  prom issory notes of 
$30,000 during the year, $20,000 of w h ich  
had been paid a t Decem ber 31, and th e  
paym ents show n as purchases of goods.
A t the end of th e  year there w as due 
him  from  custom ers $18,000; he owed  
$15,000 for goods purchased and $1,200 
for various expenses due but not paid.
On July  1, 1928, he paid $2,000 for in ­
surance on h is  stock for the en su in g  year, 
chargin g  the paym ent to  expenses. H is  
p h ysica l inventories on D ecem ber 31, 
1927, and Decem ber 31, 1928, show ed  
stock on hand of $25,000 and $40,000, re­
sp ectively . H e kept no general ledger, 
but kept h is  books on th e  b asis of cash  
receipts and disbursem ents, sh ow ing  in ­
com e of $360,000 and expenses of $347,000. 
Compute h is  taxable net incom e.
Problem  No. 3— 15 Credits.
T he Gary M anufacturing Com pany is  
the parent organization, m anu factu ring a 
stap le lin e  article , w h ich  it  m arkets  
through  its  subsid iary, the  M abie Sales  
Company, and to  w h ich  its  finished prod­
uct is  so ld  a t an advance of 50 per cen t 
above cost.
The P ost M anufacturing Company fur­
n ish es to the Gary M anufacturing Com­
pany certa in  ca stin g s a t cost.
T he notes receivable, $12,500, represents  
prom issory notes of the M abie Sales Com­
pany held  by the Gary M anufacturing  
Company. Included in  the accounts receiv­
able of th e  Gary M anufacturing Co. is  
$79,851.45, due from  the M abie Sales Co. 
T he accounts payable of th e  Gary Com­
pany include $28,453.67, due the P ost  
M anufacturing Company.
In  th e  inventory of the  Mabie Sales 
Com pany there is  $81,372.48 of goods pur­
chased from  th e  Gary M anufacturing  
Company.
T he Gary M anufacturing Company pur­
chased its  stock of the P ost M anufactur- 
in g  Company and of th e  Mabie Sales Com­
pany at par upon the incorporation  of 
th ese  tw o corporations. The stock of the  
M abie Sa les Company ow ned by th e  P ost  
M anufacturing Com pany w as acquired at 
par va lue a t the tim e of incorporation of 
th e  Mabie Sa les Company. T he balance  
sh eets fo llow :
GARY M ANUFACTURING  COMPANY, INC. 
B alance Sheet, June 30, 1928 
Assets
Cash .....................................................................................................
A ccounts receivable . ..............................................................  $132,764.88
L ess: R eserve for bad debts .......................................... 2,655.30
Inventories 
N otes receivable
P lan t and m achinery .........................
L e s s : R eserve for depreciation
$45,635.79
130,109.58
39,435.61
12,500.00
612,500.00
31,957.22
Deferred charges .........................
P ost M anufacturing Co. stock  . 
M abie Sa les Corporation stock
363,000
D isb u rsem en ts:
Purchase o f goods . . . . $250,000
Salaries ............................ 30,000
Expenses .......................... 58,000
Purchase o f auto truck
(3 -year life )  .............. 3,000
F ederal ta x  for 1927 6,000
Liabilities
347,000
A ccounts payable .....................
Accrued w ages and sa laries
C apital Stock:
E igh t per cent preferred  
Common ..............................
B alance on hand Dec. 31, 
1928 ..................................... 16,000 Surplus
39,651.23
2,184.69
200,000.00
662,000.00
$227,680.98
580,542.78
5,320.07
90,000.00
72,000.00
975,543.83
41,835.92
862,000.00
71,707.91
D uring th e  year he received three 975,543.83
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PO S T  M A N U FA C T U R IN G  CO M PA N Y  
B a la n ce  S heet, J u n e  30, 1928 
A ssets
C ash  .....................................................................................................  $8,569.71
A ccounts rece iv ab le  .....................................................................  $31,987.48
L e ss :  R eserve  fo r  b a d  d eb ts  .......................................... 319.87
-----------------  31,667.61
In v en to rie s  ........................................................................................ 58,192.83
-----------------  $98,430.15
P la n t  a n d  m a c h in e ry  ................................................................. 140,268.92
L e s s :  R eserv e  fo r  d ep rec ia tio n  .....................................  28,340.68
-----------------  111,928.24
D e fe r re d  ch a rg es  ............................................................................  2,875.13
C a p ita l sto ck  of M abie S ales Co.............................................  8,000.00
221,233.52
Liabilities
A ccounts p ay ab le  .......................................................................... 21,376.19
A ccrued  sa la rie s  a n d  w ages ................................................... 1,497.33
-----------------  22,873.52
C a p ita l sto ck  ...................................................................................  145,000.00
S u rp lu s ..............................................................................................  53,360.00
221, 233. 52
M A B IE  SA LE S C O R PO R A T IO N  
B a la n ce  Sheet, Ju n e  30, 1928 
A ssets
C ash  ...................................................................................................  $5,695.17
A ccounts rece iv ab le  .....................................................................  $132,729.23
L e ss : R eserve  fo r  b ad  d eb ts  .......................................... 1,025.41
-----------------  131,703.82
In v en to rie s  .....................................................................................  8 9,794.68
-----------------  $227,193.67
E q u ip m en t ........................................................................................ 34,837.25
L e ss : R eserv e  fo r  d ep rec ia tio n  ................................... 10,439.18
-----------------  24,398.07
D eferred  ch a rg es  ..........................................................................  572.16
252,163.90
Liabilities
A ccounts p ay ab le  ..........................................................................  84,658.05
N o te s  p ay ab le  ................................................................................. 12,500.00
A ccrued  sa la rie s  a n d  com m issions .....................................  974.85
-----------------  98,132.90
C a p ita l s to c k  ...................................................................................  115,000.00
S u rp lu s ..............................................................................................  39,031.00
252,163.90
P re p a re  co nso lida ted  b a lan ce  sh e e t a n d  su b m it w o rk in g  sh e e t a n d  a n a ly s is  o f su rp lu s  
to  show  m in o rity  in te re s ts .
A U D IT IN G
W ednesday A fternoon, M ay 22, 2.00-6.00.
1 (10 p o in ts ) . W hat would you  con­
sid er  sa tisfa c to ry  ev id en ce of th e  cor­
rectn ess and propriety  of expend itures of 
th e  fo llo w in g  c la sses:
a. W ages paid.
b. Land purchased.
c. Sa lary  of president.
d. T reasurer’s a llow ance for sa les  ex­
pense.
e. T ra velin g  expense o f officers.
f. C om m ission paid bankers for sa le  of
stock .
2 (5 p o in ts ) . D raft a form  of au d it cer­
tificate  to  accom pany a balance sh eet 
w h ich  is  to  be published in  th e  annual 
report of a  corporation.
3 (10 p o in ts ) . H ow  w ould  you proceed  
i f  th e  accou nts of a  corporation  w h ich  
you  w ere a u d itin g  w ere, in  your judg­
m ent, incorrect and you w ere unable to  
induce th e  officers to  m ake th e  changes  
y o u  deem ed im p eratively  ca lled  for—
a. If you  had been e lected  as auditor
by stockholders?
b. I f you had been appointed by di­
rectors?
c. I f you had been in structed  by th e
p resident on request of th e  com ­
pany’s bankers?
4 (10 p o in ts ) . A  corporation placed an  
issu e  of $200,000, 5 per cen t m ortgage  
bonds, date of issu e  Ju ly  1, 1926, redeem ­
able a t par J u ly  1, 1936, in terest payable  
annually . A n un derw ritin g  syn d ica te  
took over th e  en tire  issu e, th e ir  com ­
m issio n  to  be 7 ½ per cen t of face  of issu e, 
w ith  th e  further  provision  th a t th e  entire  
issu e  w as to  be placed on a b asis of 6 
per cen t y ie ld  to  th e  investor, g iv in g  
am ong other reasons th e  sta tem en t th at 
annual in terest paym ents w ere less  de­
sirab le  th an  sem i-annual, th e  d iscount be­
in g  a fu rth er  deduction from  proceeds 
due th e  corporation. U pon com pletion  
of a ll deta ils , th e  un derw riters rem itted  
to  th e  corporation  in  am ount of $170,- 
279.82.
a. V erify  th e  correctness of th is  re­
m ittan ce  (presen t value of $1.00 due in  
10 years =  .5583948).
b. The bookkeeper entered  on corpora­
tio n  books:
C a sh  ............................  $170,279.82
D e f e r re d  e x p e n s e —
B o n d  d is c o u n t  . .  29,720.18
B o n d s  o u t s t a n d ­
in g  .......................  $200,000.00
H e sta ted  in stru ctio n s w ere to  charge  
off th e  d iscoun t a t rate of $2,972.02 per  
year.
A ssu m in g  th a t en tire  proceeds of issu e  
w ere to  bu ild an  add ition  to  p lant, are  
the above in stru ctio n s sc ien tifica lly  cor­
rect? H ow  w ould you handle th e  or ig in a l 
entry? Should th e  d iscoun t in  th is  case  
be charged off by ann ual deductions from  
incom e ( if  so, in  w h at m an n er), or should  
the d iscount be capita lized?
5 (15 p o in ts ) . You are called  on to  pre­
pare th e  incom e ta x  return  for th e  K notte  
Lum ber Co. You have personally  done 
th e  w ork for som e years past, so know  
th a t th e  fixed a sse ts  and depreciation  re­
serve accounts a s of th e  first of th e  year  
are on the proper basis. T he engagem ent 
is  in  no sense an  aud it, but you are ex ­
pected to  analyze th e  accounts sufficiently  
to  obtain th e  n ecessary  in form ation  for  
ta x  purposes, and prepare an y  necessary  
journal ad ju stm ents before books are  
closed.
T he bookkeeper subm its Decem ber 31 
tr ia l balance a s fo llow s:
C ash  on h a n d  ........................................ $50.00
C ash  in  b a n k  .......................................  1,755.31
S ecu ritie s  ................................................. 24,000.00
A ccoun ts rece iv ab le  ............................ 71,430.19
M ach inery  an d  equ ipm ent .............. 10,175.00
B u ild in g  ...................................................  50,000.00
L a n d  .......................................................... 6,500.00
In v en to rie s— Ja n . 1st .......................  62,007.38
P u rc h a se s  ..............................................  267,890.04
L ab o r .......................................................  49,361.20
S a la rie s  ................................................... 31,250.00
D elivery  expense ................................  8,134.02
G en era l expense  ................................... 49,278.30
P ro f it a n d  loss .....................................  82.60
631,914.04
A ccounts p ay ab le  ................................  27,608.40
N otes p ay ab le  .......................................  20,000.00
R eserve  fo r  d ep rec ia tio n — M ach’ry  2,150.00
R eserve  fo r  d ep rec ia tio n — B u ild ’g . 2,500.00
Sales .......................................................... 428,174.50
In te re s t  a n d  d isco u n t .......................  3,021.60
C a p ita l s to c k  .......................................  100,000.00
S u rp lu s .....................................................  48,459.54
631,914.04
You note from  com parison w ith  la st  
year’s papers th a t bu ild in g  rem ains the  
sam e, w h ile  surplus is  reduced $20,000.
P repare a w ork sh eet for th is  “Tax  
A udit,” to  be fo llow ed  by a good junior  
you have decided to  have cover th e  as­
signm ent th is  year in stead  of doing the  
w ork yourself.
6 (10 p o in ts ) . In  a u d itin g  th e  accounts  
of a corporation you notice paten ts and  
app lications $141,260 (balance beg inn in g  
of y e a r), $138,000, lega l expense $14,890
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(very  h ig h  in  rela tion  to  other expense  
item s) , patent exp iration  charge, $12,000 
(charge to  expense be ing  $1,000 per  
m o n th ).
S tate  how  you w ould  proceed to  aud it 
the accounts m entioned, g iv in g  princip les  
involved .
7 (10 p o in ts ) . T he general m anager of 
a corporation sta tes  th a t an  up-to-date 
perpetual in ven tory  is  m ainta ined , but 
th a t the p h ysica l in ven tory  tak en  annu­
a lly  d iscloses th a t for th e  la st three years  
the ph ysica l inven tory  of D epartm ent C 
i s  anyw here from  $5,000 to  $7,000 short  
o f the book inventory . Other depart­
m ents seem  to  check w ith in  reasonable  
expectancy. You are engaged  to  trace  
th e  d iscrepancy in  D epartm ent C, and  
m ake recom m endations based on your  
findings.
S tate  possib le cau ses of su ch  discrep­
an c ies , g ive  your procedure in  loca ting  
th e  cause, and your recom m endations in  
each  case.
8 (20 p o in ts ) . S tate  your procedure in  
a u d itin g  p aym ents of ro y a lties under a 
contract based on a patented  process, be­
in g  g iven  th e  fo llo w in g  in fo rm a tio n :
You are engaged  by Com pany A, ow n­
ers of a  certa in  patented  process.
Com pany A  h as licen sed  Com pany B  to  
use the process, th e  agreem en t be ing  th at  
B m ust pay roy a lties  to  A  com puted  
m onth ly , based upon B ’s production  ac­
c o rd in g  to  d esign  of ar tic les  produced  
under th e  process as fo llow s:
D esign  1— 5c. each (sm a ll) ,  la st report,
20,000 p ieces.
D esig n  2— 10c. each (m ed .), la st report.
D esign  3— 15c. each ( la r g e ) , la st report,
5 ,000 pieces.
D esign  4— 20c. each (ex tra  la rg e ), la st  
report, 1,000 pieces.
N ew  d esign s base roya lty  upon size  in  
rela tio n  to  above d esign s specifica lly  m en­
tioned.
Under th e  contract A  has r ig h t to  in ­
spect p lan t of B at an y  tim e to  see  th at  
w ork is  up to  standard, a lso  the r igh t to  
in sp ect records of B to  see  th a t ro y a lties  
are b ein g  properly com puted.
T he inspector for A  reports th a t w h ile  
B produces m any item s on w h ich  the  
process is  not used, he has reason to  be­
lieve, from  personal observation  and ta lk s  
w ith  su perin tend en ts, th a t B ’s production  
under th e  process h as been around 40,000 
pieces per m onth  for som e tim e past. H e  
a lso  reports th a t soon a fter  th e  contract 
w a s m ade, B produced a new  design, 
w h ich  is  a com bination  of D esig n s 1 and
2 (B  has never reported a new  design, 
a n d  has not reported any production on  
D esign  2 for severa l m o n th s). H e a lso  
rep o rts  th a t production of th e  new  de­
s ig n  is  apparently  about tw ice  th a t of 
D e sig n  1.
T hese general observations lead A  to  
engage you  to  m ake a  com plete check  on  
th e  roya lty  p aym ents sin ce  date of con­
tract, upon w h ich  tw e lv e  m onth ly  re­
ports have  now  been received.
Upon arriva l at P lan t B, you are pre­
sen ted  w ith  production records, sh ow ing  
q u a n tities produced upon orders by job 
num bers. W hile  th e  production records 
seem  in  good shape as to  quantities, th e  
in form ation  as to  design  of job, or 
w h eth er produced under th e  patented  pro­
cess, is  o ften  incom plete.
S tate  your procedure from  tim e of ar­
riva l a t offices of B.
9 (10 p o in ts ) . A ssu m in g  you have com ­
pleted  th e  in v estig a tio n  in  above prob­
lem , o u tlin e  th e  le tter  or com m ents of 
your report to  Com pany A. N ot neces­
sa r ily  th e  com plete letter, but ou tline the  
structure, form , and poin ts your com plete  
com m ents w ill cover.
T H E O R Y  O F  ACCOUNTS
T hursday M orning, M ay 23, 8.00-12.00.
1. D iscu ss th e  rela tive  m erits for ac­
cou n tin g  purposes of th e  fo llow in g  
reco rd s:
B ound books.
L oose-leaf records.
Card records— box file.
Card records— v isib le  ind ex  or tray  file.
2. (a )  E x p la in  in  fu ll th e  theoretica l 
difficulties in  regard to  each of three com ­
m only  used m ethods of d istr ib u tin g  over­
head burden in  cost accounting.
(b ) Show  how  th e  appropriateness of 
each system  m ay be affected by the na­
ture of th e  b u sin ess in  w h ich  it  is  em ­
ployed.
3. (a )  Is  i t  possib le  to  prepare m onth­
ly  sta tem en ts, w ith o u t c losin g  books, 
w ith o u t an  elaborate cost system , and  
w ith o u t ta k in g  m onth ly  in ventories, but 
w h ich  sta tem en t w ill show  approxim ate  
resu lts  of operation (g iv e  e x p la n a tio n s ):
(1 ) F or a concern m anu factu ring  or
trading  in  a sin g le  article?
(2 ) F or a departm entalized  concern,
i. e., one w h ich  trades in  or 
m anufactures tw o  or m ore prod­
ucts?
(b ) I f  it  is  possib le  to  m ake such  
m onth ly  sta tem en ts under C lass (2 )  
above, w h at are th e  advan tages of a com ­
plete cost system ?
(c )  D escribe in  a general w ay  condi­
tio n s under w h ich  you w ould recom m end  
in sta lla tio n  of a com plete cost system  as  
related  to  cond itions w here you w ould  
recom m end th e  preparation of m onth ly  
sta tem en ts sh ow in g  approxim ate resu lts  
w h ich  w ould  be verified  on ly  a t tim e of 
ta k in g  ann ual inventory.
4. D escribe th e  theory  of d istr ibu tion  
betw een  partners o f proceeds in  liqu ida­
tio n  w h ere such  proceeds are d istributed  
by a receiver a t variou s t im es as col­
lected , a ssu m in g  th e  partners’ in vestm en t  
accounts to  be in  d ifferent ratio  th an  th e  
profit sh a rin g  percentages, a lso  th a t part­
ners have balances in  personal draw ing
accounts as differentiated  from  th e ir  in- 
vestm en t accounts.
5. D escribe th e  theory  of deferred in ­
com e or un realized  profits.
G ive illu stra tio n  for a real e sta te  con­
cern.
Is deferred incom e properly to  be con­
sidered  as surp lus a t an y  g iv en  date?
W here on th e  balance sh eet w ould you  
place deferred com m ission  expense?
6. In d icate  a fter  each o f the fo llow in g  
accounts th e  com plete c lassification  to  
w h ich  it  belongs (e . g., cash-current tan ­
gib le a ssets; reserve for dep’n-trucks, 
valuation-deduct from  trucks cost ac­
cou n t) :
In vestm en t in  bonds.
P referred  stock  un issued .
D epreciation  on m achinery.
R eserve for bad debts.
P aten ts.
Incom e ta x  payable.
N otes receivable d iscounted.
D epreciation  on furn iture.
D eferred com m ission  expense.
R eserve for  fire insurance.
O rganization expense.
R eserve for  degradation.
Corpus.
Land contracts receivable.
Profit on sa le  of investm ents.
L ong term  n otes payable.
Stock in  su b sid iary  corporation.
S in k in g  fund.
Cash va lu e  of life  insurance.
F ire  loss.
D eposits by custom ers.
Stock of o thers on consignm ent.
U nexp ired  subscrip tions.
U n realized  profits.
U nexpired insurance.
P riv a te  ledger.
7. D escribe th e  sta tem en ts th a t you  
should  prepare to  d isclose  th e  financial 
tran saction s of a  fraternal organization  
for an  accou nting  period of one year, and  
its  cond ition  at end of such  period.
8. I t has been stated  th a t “th e  r ig h t to  
declare a d iv idend  depends upon th e  sta te  
of th e  com pany’s finances at th e  tim e  
w h en  th e  d ividend  is  declared.” G ive  
your op in ion  to  conditions under  
w h ich  a com pany m ay borrow m oney for  
purpose of p ay in g  a dividend .
9. D efine and d ifferentiate:
(a )  E xecutor, adm in istrator, trustee.
(b ) O perations under bankruptcy, re­
ceiversh ip , cred itors’ com m ittee.
10. Define:
D eficiency account.
A m ortization.
C onsolidated balance sheet.
D epreciation .
C ontingent lia b ility .
C ontrolling account.
V aluation  account.
M ixed account.
Surplus.
S in k in g  fund reserve.
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Statem en t of receip ts and disburse­
m ents.
T reasury stock.
S tatem en t of rea liza tion  and liqu ida­
tion .
N on-operating expense.
In tangib le  asset.
ECONOM ICS A N D  P U B L IC  F IN A N C E
T hursday A fternoon, M ay 23, 1929,
1.00-5.00.
1. The d iscu ssion a l fea tu re  of th e  farm  
r e lie f b ill before th e  la st C ongress w as  
th e  equalization  fee. T he d iscu ssion a l 
feature o f th e  present b ill is  th e  deben­
ture clause. E x p la in  th e  econom ic resu lt 
of each if  enacted in to  law .
2. T he U n ited  S ta tes Suprem e Court 
h a s ju st handed dow n a  d ec is io n  in  th e  
St. L ouis & O’F allon  Ry. vs. T he In ter­
sta te  Com m erce C om m ission, in  w h ich  
th e  ru lin g  of the C om m ission w as over­
turned. E xp la in  how  th e  d ecision  m ay  
affect th e  econom ic con d ition  of th e  
country.
3. L ist  th e  var iou s k in d s of ta x  b ills  
w h ich  w ere before th e  M ichigan leg is la ­
ture ju st closed. In d icate  the econom ic  
effect o f each. W hat do you  consider th e  
best type of tax  for ra is in g  th e  n ecessary  
S tate  revenue?
4. T he F ederal R eserve Board has en ­
deavored to  curb sp ecu lation  by changin g  
th e  d iscoun t rates. E x p la in  th e  econom ic  
effect of excessiv e  specu lation . G ive rea­
son s for or a g a in st th e  board action .
5. M uch effort has been m ade to  secure  
a reparation  se ttlem en t p lan w h ich  w as  
sa tisfa c to ry  to  both  debtor and cred itor  
n ations. O utline th e  v ar iou s su ggestion s  
m ade and ind icate  how  th is  m atter  has  
an econom ic bearin g  in  th e  U n ited  S ta tes.
6. G ive a theoretica l d iscu ssion  of the  
econom ic la w s u n d erly in g  th e  effect of 
trade unions, b r in g in g  out th e  poin ts  
both good and bad.
C O M M E R C IA L IN S O LV E N C IE S
In  th e  N ew  Y ork  T im es fo r  Su nd ay, 
M ay 1 2 , 1 9 2 9 , L ou is I. N a sh , m a n a g er  
o f  th e  n e w  B u s in e ss  D ep a r tm en t o f  
B a ch m an n , E m m erich  & Co., In c., com ­
m erc ia l b an k ers, had  an in te rv iew  in  
w h ich  h e  p resen ted  an  e n tir e ly  n ew  
m ethod! o f  h a n d lin g  d eb to rs in  co n n ec ­
t io n  w ith  in so lv e n c ie s .
“C ontending th a t th e  p resen t system  
o f  h a n d lin g  com m ercia l in so lv e n c ie s  is  
p r im a rily  resp o n sib le  fo r  th e  a b u ses  
th a t  h a v e  grow n  o u t o f  it , L o u is  I. N ash  
y e ster d a y  offered  se v e r a l su g g e s t io n s  as  
rem ed ies . Mr. N a sh  is  m a n a g er  o f  th e  
n e w  b u sin e ss  d ep a rtm en t o f B a ch m an n , 
E m m erich  & Co., In c., com m ercia l 
b a n k ers of th is  c ity . T h e m o st n o v e l  
su g g es t io n  h e  m ade w a s th a t  th e  d ebtor  
be g iv en  a  sh are  in  th e  sa lv a g e  o f  th e  
a sse ts .
“ ‘C onsiderable cu ttin g  o f th e  num ber
and s ize  o f b a n k ru p tc ies  in  a ll trad es  
an d  in d u str ie s  co u ld  be e ffec ted  if  
m a n u fa ctu rers and w h o le sa le r s  w o u ld  
stop  p u ttin g  a p e n a lty  on  h o n es ty  in  
f in an cia l s ta te m e n ts  o f  b u y ers by  red u c­
in g  th e  la t te r ’s cred it l in e s  if  a  lo ss  is  
show n in  any one year,’ Mr. N ash  said. 
‘B anks are particu lar ly  severe in  th is  
resp ect, fr eq u e n tly  r e fu s in g  to  m ake  
lo a n s w h en  a fin an cia l s ta te m en t sh o w s  
up bad ly .
“ ‘A nother w ay  in  w h ich  th is  could be 
don e w o u ld  be fo r  se llin g  h o u ses  to  
t ig h te n  up o n  th e  req u irem en t th a t  
fin a n c ia l s ta te m e n ts  ten d ered  fo r  m er­
c h a n d ise  c red it sh a ll b e  certified  by a 
r eg is te re d  p u b lic  a cco u n ta n t. T h is is  
th e  r u le  w ith  th e  m a jo r ity  o f  la rg e  s e l­
l in g  h o u ses  n ow a d a y s, b u t in  per iod s  
lik e  th e  p resen t, w h en  co m p etitio n  is  
u ltr a -k e en , it  is  n o t a lw a y s a d h ered  to .
D ish o n e sty  F o rced  o n  H im
“ ‘A side from  the professional crook, 
n o th in g  te n d s  to  m ak e a b u sin ess  m an  
d ish o n e st m ore th a n  to  fo rce  th e  n eed  
o f d ish o n e sty  on h im  a s  a m a tter  o f  
se lf-p r ese r v a tio n . T h is fr eq u e n tly  h ap ­
p en s th ro u g h  th e  p resen t m eth od  o f  
d o in g  b u sin ess . U n der th is  m eth o d , if  
a  m erch a n t h a s  a  bad y e a r  h e  is  r e lu c t­
a n t to  a d m it it  to  h is  cred ito rs b ecau se  
he fea rs h is  cred it w ill  be cu r ta iled  and  
th a t  h e  w ill  be  u n ab le , i f  th is  hap pens, 
to  m a in ta in  th e  pace fo r  w h ich  h is  b u si­
n e ss  is  g eared . I f fo rced  to  s lo w  dow n, 
h e  f e e ls  th ere  w o u ld  be no ch a n ce  to  
m ak e up th e  lo ss  a lrea d y  su ffered .
“ ‘U n less he is  m ade of pretty  stern  
stu ff, a  m erch a n t in  th is  p o s it io n  is  
tem p ted  to  try  to  co v er  h is  lo ss  by  in ­
fla tin g  fig u res in  h is  fin an cia l s ta tem en t. 
H e d o es th is  in  th e  m ista k e n  hop e o f 
b e in g  a b le  to  m a k e  up  h is  lo s s , and  
w ith o u t c o n sid er in g  th e  ill-e ffe c ts  of 
su ch  a ction . W ith  im p a ired  cap ita l and  
a k een  d esire  fo r  q u ick  r e s u lts , h e  
sta r ts  d o in g  th in g s  th a t  h e  w o u ld  n o t  
co n sid er  p ru d en t o rd in a r ily . N in e  
t im es  o u t o f  te n  h e  lo se s  m ore.
“ ‘W hen he finds h e h as slipped  finan­
c ia lly  beyon d  recovery , h e  is  grip ped  
w ith  th e  fea r  th a t  h is  cred ito rs w ill  
ta k e  a ll th a t  is  le f t  and le a v e  h im  p en ­
n ile s s . T hen  h e  b eg in s  to  th in k  o n ly  in  
term s o f  se lf-p reserv a tio n . H e tr ie s  
q u ick ly  to  tu rn  th e  m erch a n d ise  tru sted  
to  h im  in to  a s m u ch  ca sh  a s p o ss ib le  for  
th e  ben efit o f  h im se lf  and  fa m ily . H e  
m ay d isp o se  o f h is  a s se ts  u n d er  cover  
or by fo rced  sa le , and  th u s  lo se , b e ­
ca u se  o f th e  lo w  p rices rea lized , a  g r ea t  
d ea l o f  th e ir  rea l v a lu e . W h en  h is  h an d  
is  e v e n tu a lly  fo rced  by h is  cred ito rs , h e
i s  n o t in te re ste d  in  w h a t th e y  do w ith  
th e  rem ainder of th e  a ssets .’ ”
“Mr. N ash  w en t on to  say  th a t far  bet­
te r  r e su lts  co u ld  be o b ta in ed  if, in ste a d  
o f  c u r ta ilin g  cred it b eca u se  a d eb tor  
a d m its  a  lo ss , c red it m en w o u ld  a ssu re  
h im  th e ir  a ss is ta n c e  if  h e  w o u ld  co n ­
t in u e  to  do b u sin e ss  on  a co n se r v a tiv e  
b a sis . W ith  su ch  a id  h e  m ig h t m ak e a 
go o d  reco v ery  w ith in  a  y ea r  or tw o .
D eb to r  W o u ld  G et S h are
“ ‘E ven  if  un su ccessfu l and unable to  
reduce h is  ob liga tion s,’ Mr. N ash  con­
tinued, ‘th e  debtor should  not be d is­
card ed  and th e  b u sin e ss  le g a lly  tu rn ed  
over  to  stra n g ers  fo r  liq u id a tio n . T h e  
cred ito rs cou ld  g a in  th e  d eb to r’s fu ll  
co o p era tio n  in  w in d in g  up h is  a ffa irs if  
h is  in v e ste d  ca p ita l w ere  c la ssed  as a  
dem and  u p on  th e  a sse ts , pro ra ta  w ith  
th e  d em an d s o f th e  cred itors . If th is  
w ere  don e, th e  d eb tor  w o u ld  b e  v ita lly  
in te re ste d  in  g e ttin g  th e  m o st th a t  
co u ld  be ob ta in ed  from  h is  a sse ts , fo r  
th e  b en efit o f a ll. E x tra v a g a n ce  and  
w a ste  in  th e  a d m in is tra tio n  o f  th e  
e s ta te  w o u ld  be e lim in a te d .
“ ‘In order to  put such a system  in to  
o p era tio n , h o w ev er , c red it m en  m u st  
fo reg o  len ie n c y  in  a ccep tin g  fin a n c ia l 
s ta te m en ts . T h ey  m u st d em and  th a t  
su ch  sta te m en ts  be certified  by an  ac­
co u n ta n t w h o se  O. K . w ill  be g e n e r a lly  
a ccep ta b le . Su ch  sta te m en ts  are n o w  
in s is te d  upon  b y  m a n y  se l lin g  h o u ses , 
bu t th ere  is a  ten d en cy  on th e  part o f  
som e to  w in k  a t th em  w h en  b u sin ess  i s  
n on e to o  good . T h is  is  ta n ta m o u n t to  
o p en in g  th e  door fo r  p o ss ib le  fr a u d ,  
e sp e c ia lly  in  t im es  l ik e  th e  p resen t.
“T h ere  is  no r ea so n  w h y  certified  
s ta te m en ts  sh o u ld  n o t be g iv en  by debt­
ors w h en  b u y in g  g o od s, ev en  if  in  e x ­
ch a n g e  fo r  r e c e iv in g  a pro ra ta  sh a re  
o f  th e ir  o w n  a sse ts  in  ev en t o f  fa ilu re .  
In  fa c t, th e r e  is  no  r ea so n  w h y  certified  
s ta te m e n ts  sh o u ld  n o t act as a  form  o f  
in su ra n ce  fo r  d eb to rs. S e tt in g  fo r th  th e  
tru e  c o n d itio n  o f  d eb to rs’ finances, su ch  
sta te m e n ts  a fford  cred ito rs  a n  oppor­
tu n ity  o f  c o o p era tin g  w ith  th em  in  th e  
e a r lie s t  s ta g e  o f th e ir  d ifficu lties.
“A n a d d itio n a l aid in  c u tt in g  dow n  
in so lv e n c ie s  and  r esu lta n t  fra u d s w o u ld  
be th e  e n d in g  o f th e  p reju d ice  vo iced  
by m an y  cred ito rs  a g a in st  th e  sa le  by  
d eb to rs o f  th e ir  a c co u n ts  rece iv a b le . 
D eb tors are o fte n  fo rced  to  borrow  on  
th e se  a cco u n ts  w h en  in  u rg en t n eed  o f  
cash , and  su ch  b o rro w in g  n o t o n ly  in ­
crea ses th e  d e b to r s’ o b lig a tio n s , bu t 
s tr a in s  th e ir  c a p ita l and p u ts  th em  in  
g rea ter  jeop ard y .
“ C red itors w ill  r ea lize  e v en tu a lly , I 
b e lie v e , th a t  th e  sa le  o f an  a cco u n t re­
c e iv a b le  is  eq u a l to  a  sa le  o f m erca n d ise  
d irec t to  a  cu sto m er  for  cash . A ccep t­
a n ce  o f  th is  p r in c ip le , to g e th e r  w ith  cer­
tified  a c co u n ta n t’s s ta te m e n ts , w illin g ­
n e ss  o n  th e  p a rt o f  cred ito rs to  ex ten d  
a h e lp in g  h an d  in  t im es o f s tress , and  
g iv in g  th e  in so lv e n t  d eb to r  a  c la im  
a g a in st  h is  ow n  b u sin ess  fo r  ca p ita l lo s t  
in  it , w il l  r e lie v e  th e  b an k ru p tcy  co u r ts  
and  red u ce  th e  n a t io n ’s a n n u a l lo ss  
through  fa ilu res.’ ”
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Questions and Answers Department
D istin g u ish in g  B e tw e e n  P er so n a l T rans-
a c tio n s  a n d  C orp oration  T ra n sa ctio n s
A  reader has requested  an answ er to 
the fo llow in g  question :
“A, B, C, and D own a ll of th e  stock  
of a corporation w ith  a paid up cap ita l 
stock  of $60,000 and a surp lus of $50,000. 
A ow ns 300 shares, B 140 shares, C 
140 shares, and D 20 shares. A  buys 
out h is  partners a t th e  agreed price of 
$130 a share. In  order to  do th is , A  
borrowed $35,000 from  th e  bank, g iv in g  
th e  corporation’s note  endorsed by h im ­
se lf. T he corporation’s checks w ere is ­
sued in  favor of B, C, and D for $18,200 
to B and C, and $2,600 to  D. T he book­
keeper has debited Cash and credited  
N otes P ayable  for $35,000 for th e  m oney  
borrowed from  th e  bank and has debited  
Surplus $9,000, and A $30,000 for the cash  
paid out to  B, C, and D, on th e  theory  
th at the prem ium  of $9,000 represented a  
lia b ility  of th e  corporation  to  B, C, and  
D for un distr ibuted  profits carried in  the  
Surplus account. Do you consider that 
the bookkeeper’s en tr ies are correct?”
A n sw e r— On the facts as stated , the pre­
m ium  of $9,000 paid to  the form er owners 
of the 300 shares of stock  w a s a part of 
the purchase price w h ich  A agreed to  pay  
for th e  stock. It w as not in  any sense a  
lia b ility  of th e  corporation and could only  
have been m ade a lia b ility  of th e  corpora­
tio n  by a declaration  of a d ividend to  a ll 
of th e  stockholders. T his, how ever, does 
n ot appear to have been done, and accord­
in g ly , th e  entry cred itin g  the $39,000 paid  
to  B, C, and D should  have been offset 
by a debit to A ’s personal account for the  
en tire  am ount.
C om p lete  C h ange o f  S to c k  O w nersh ip
A reader has asked an answ er to  the  
fo llow in g  question :
“A, B, C, D, and E purchased the en­
t ire  cap ita l stock  of a corporation capi­
ta lized  at $50,000 for a consideration  of 
$55,000. E ach pays $5,000 cash, w ith  the  
exception  of E, w ho gave h is note for  
$5,000 to th e  new  corporation. The $20,-
000 in  cash  received from  A, B, C, and D 
was g iven  to  th e  form er ow ners of the  
stock  and $15,000 of add ition al cash  w as  
borrowed by th e  corporation from  a bank  
and paid to the form er ow ners, m aking a 
to ta l cash  paym ent of $35,000. The cor­
poration gave its  note for  $20,000 for the  
balance of the purchase price and pledged  
the en tire  $50,000 of stock to  a bank to  
secure paym ent of th e  $20,000 note. The  
furn iture, fixtures, and leaseh old  are val-
E D IT O R , W . T. SU N L E Y , C. P . A . 
(M ich .)
E d u ca tio n a l D irec to r , In te r n a tio n a l  A c ­
c o u n ta n ts  S o c ie ty , In c .
ued a t th e  purchase price of $55,000. 
K in dly  le t m e know  w hat journal en tr ies  
are required on th e  books of th e  corpora­
tion for th ese  tran saction s?’ ’
A n sw e r— It is  a  fundam ental princip le  
of corporation law  th a t change of ow ner­
sh ip  of th e  stock does not affect th e  cor­
poration itse lf, and the only en tr ies re­
quired on th e  books of th e  corporation  
are those in d ica tin g  th e  transfer  of the  
stock from  th e  old stockholders to  the  
new. H ence, th e  fact th a t a ll of the stock  
of th is  corporation has been surrendered  
by the form er ow ners to  the new  ow ners  
does not m ake th is  a new  corporation.
T here are in  th is  case, how ever, som e  
transactions w h ich  affect the accounting  
records of th e  corporation. The $15,000 
borrowed from  th e  bank requires a debit 
to Cash and a cred it to  N otes Payable. 
T he paym ent of th e  $15,000 to th e  form er  
ow ners of th e  stock  requires a  debit of 
$2,000 each to  A, B, C, D, and E, and a 
debit to  N otes R eceivable (E ’s note) for  
$5,000, w ith , of course, a  cred it of $15,000 
to  cash .
T he note  of $20,000 g iven  to  the bank  
w as obviously  g iven  for th e  benefit of 
the purchasers of the stock and presum ­
ably each of th ese  stockholders has the  
sam e in terest in  th e  stock purchased. It 
w ould appear necessary, therefore, to deb­
it  each of th ese  stockholders w ith  $4,000 
w hen th e  en try  cred itin g  N otes Payable  
w ith  $20,000 is  m ade.
S o lu tio n  to  P ro b le m  N o . 2  o f th e  M ich i­
g a n  O. P . A . E x a m in a tio n  o f  N o v e m ­
ber, 1 9 2 8 , p r in ted  on  p a g e  1 8  o f  th e  
A p ril, 1 9 2 9 , issu e .
PRO CEDURE OF SOLUTION
In the so lu tion  of a problem  of th is  
type th e  princip le  requirem ent is  to  give  
proper consideration  to  th e  r ig h ts  that 
certa in  c lasses of creditors have at law  
in  pr iority  of paym ent of th e ir  claim s. 
T hese r ig h ts  are very  clearly  defined in  
the th e  N ational B ankruptcy A ct and sub­
s ta n tia lly  the sam e ru les of priority  are 
fo llow ed in  receiversh ips under state  
statu te. T h is problem  is obviously  a re­
ceiversh ip  in  a sta te  court and is  not 
a bankruptcy proceeding.
T he first step in  the so lution , therefore,
is  to determ ine w h ich  lia b ilit ie s  are to  
be paid in  fu ll and w h ich  lia b ilit ie s  are  
to  be paid  out of th e  a sse ts  rem ain ing  
after  certa in  lia b ilit ie s  are  fu lly  paid.
The bank overdraft of $2,328.88 does 
not appear to  be secured by the b lanket 
m ortgage held by the bank. It appears 
th a t th e  la tter  secures on ly  th e  form al 
bank loans of $9,000 w hich, therefore, w ill  
have to  be paid in  fu ll out of th e  m oney  
realized from  th e  sa le  of th e  security .
It does not appear th at any  of th e  ac­
counts payable o f $65,810.03 are en titled  
to  pr iority  in  settlem ent.
W here th e  in so lven t ow es w ages to  cer­
ta in  typ es of w orkers, th ese  c la im s m ay  
be en titled  to  pr iority . It is  e ssen tia l, 
how ever, th a t th e  cla im  be for w ages  
earned du ring th e  three m onths prior to  
the receiversh ip  and that the am ount 
of an y  one c la im  be not in  excess of $300. 
As a rule th ese  c la im s are good w hen a s­
signed , but num erous cases have held  
w here a person advances m oney to  a cor­
poration for th e  paym ent of w ages and  
takes an a ssign m en t of the c la im , th e  
holder of such a cla im  w ill not be en­
titled  to  priority . A ccordingly  th e  claim  
of J. J. H enderson for $6,500 rep resent­
in g  advances m ade du ring July, A ugust, 
Septem ber, and October to  cover payrolls  
is  not en titled  to  priority .
As th e  c la im  of th e  M F in ance Corpora­
tion  for $32,301.41 is  protected by a s­
signed  accounts receivable th ey  w ill be 
paid first from  the co llection  of th e  ac­
counts assign ed .
T he accrued taxes due are en titled  to  
priority .
In preparing the R ealiza tion  and L i­
quidation S tatem en t there are m any d if­
feren t form s th a t m igh t be em ployed. 
T he form  selected  for th e  fo llo w in g  solu­
tion  is  one th at is  com paratively  sim ple  
in  construction  and show s a t a glance in  
the upper h a lf the a ssets  of th e  in so lvent  
ta ken over by the receiver and th e  lia b ili­
ties  to  be liquidated. T he low er h a lf of 
the statem en t sh ow s w h at am ounts w ere  
realized from  th e  a ssets  and w h at pay­
m ents w ere m ade to  the cred itors and in  
the ad m in istra tion  of th e  receiversh ip .
It is  assum ed that the b lanket m ort­
gage held by the bank covers a ll a ssets  
except a ssign ed  accounts receivable.
The percentage used for paym ents to  the  
unsecured cred itors is carried to  five deci­
m al places for the sake of accuracy. T his  
could be sa fe ly  rounded off to 81 per cent 
in  an actual exam in ation  if  exp lained  
in  a su itab le  note to th e  exam iner.
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(______ ) Receiver for
H E N D E R S O N  X  COM PANY. INC.. 
R E A L IZ A T IO N  A N D  L IQ U ID A T IO N  S TA T E M E N T  
F o r  th e  ----------  P erio d  Ending -----------.
Acquired
Under
O rig inal. R eceiversh ip . T otal. O rig inal.
A sse ts  T ak en  O v e r : L ia b ilitie s  A ssum ed :
N o tes R eceivab le  ..................... . . .  $18,950.50 $18,990.50 ___  $14,190.67
A ccounts R eceivab le  .............. . . .  63,323.66 63,323,66 A ccounts P a y a b le  ................... ___  65,810.03
C onsignm ents R eceivab le  . . . 8,475.88 8,475.88 J. J . H en d erso n  ..................... ___  7.900.00
M erchandise In v en to rie s  . . . . . . 20,618.44 20,618.44 M. F in an ce  C orpora tion ___  32,301.41
5 800 00 5 800 00 A ccrued T ax es (d u e ) ........... ___  3,624.60
52 500 00 52 500 00 ___  2,328.88
M ach inery  .................................. . . . 38,575.00 38,575.00
F a c to ry  E q u ip m en t ................ . . .  13,398.13 13,398.13
Office F u rn itu re  ....................... 1,290.90 1,290.90
A utom obiles ................................ 1,000.00 1,000.00
P a t te rn s  an d  D raw in g s 9,125.00 9,125.00
P re p a id  E x p enses .................. . . . 12,042.30 12,042.30
E x p e rim e n ta l W o rk  .............. 123.110.71 123,110.71
368,250.52 368,250.52 126,155.59
A cquired
U n d er
$14,190.67
65,810.03
7,900.00
32,301.41
3,624.60
2,328.88
126,155.59
L iqu idated . C ontinued.
D isposition  of L ia b il i t ie s :
N o tes P a y a b le  ................................  $13,203.78 $986.89 $14,190.67
A ccounts P a y a b le  .........................  53,297.81 12,512.22 65,810.03
J. J . H en d erso n  ..............................  6,398.00 1,502.00 7,900.00
M. F in an ce  C o rp o ra tio n  ..............  32,301.41 32,301.41
A ccrued T axes (d u e) ................... 3,624.60 3,624.60
B a n k  O v e rd ra f t  ............................ 1,886.10 442.78 2,328.88
110,711.70 15,443.89 126,155.59
D isposed of. C ontinued.
D isposition  of A s s e ts :
R eal E s ta te  an d  B u ild ­
ings—
A m ount Collected . . . $48,000.00
L oss ................................  10,300.00 $58,300.00 $58,300.00
A ccounts an d  N otes 
(U n ass ig n ed ) —
A m ount Collected . . . 14,206.94 
Loss ................................  23,756.26
37,963.20
A ccounts R e c e i v a b l e 
(A ssigned) —
Collected in  F u ll . . .  44,350.96 82,314.16 82,314.16
M erchand ise  I n v e n ­
to rie s—
Sold fo r  .......................  5,000.00
Loss ................................  15,618.44 20,618.44 20,618.44
All O th er A ssets—
Sold fo r  .........................  10,600.00
L oss ................................  196,417.92 207,017.92 207,017.92
368,250.52 368,250.52
R eceiver’s E xpenses ..............................  $8,946.20
R eceiver’s F ees .............................. .... . . . 2,500.00
$8,946.20
2,500.00
11,446.20 11,446.20
(---------- ) R eceiver fo r
H E N D E R S O N  X  COM PANY, INC., 
C A SH  ACCOUNTS 
F o r  th e  ----------  P eriod  E n d in g ---------
R e c e ip ts :
F ro m  th e  R e a liz a tio n  of A ssets T ak en  O ver—
R eal E s ta te  an d  B u ild in g s .....................................................  $48,000.00
A ccounts an d  N o tes R eceivab le  (U n ass ig n ed ) ..............  14,206.94
A ccounts R eceivab le  (A ssig n ed ) .........................................  44,350.96
M erchand ise  In v en to rie s  .......................................................... 5,000.00
A ll O th er A sse ts  ............................................................................  10,600.00
T o ta l R eceip ts ................................................................  122,157.90
D isb u rse m e n ts :
P a id  to  Secured  C red ito rs—
M. F in an ce  C orpo ra tion  .....................................  $32,301.41
N otes P a y a b le  (B a n k )  .......................................  9,000.00
-------------- $41,301.41
A ccrued  T axes (D u e) ..............................................  3,624.60
R eceiver’s E xpenses ................................................  8 ,946.20
R eceiver’s F ee  ..............................................................  2,500.00
P a id  to  U nsecured  C red ito rs—
C laim s $81,229.58, P a id  80.98737 per ce n t. . 65,785.69
T o ta l D isbu rsem en ts ..............................  122,157.90
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STATE SOCIETY NEW S
CALIFORNIA
Under date of Ju ly  2, 1929, I. Graham  
P attin son , P resident of the C alifornia  
State  Society  of Certified Public A ccount­
ants, issued  a letter  to a ll C alifornia  
certified public accountants, accom panied  
by a report of the com m ittee appointed  
by the C aliforn ia S tate  Society  for Co­
operation  W ith  B ankers.
In  June of 1928, George A. Van Sm ith , 
Vice P resident of the Anglo-London  
P aris N ational B ank and Chairm an of 
the E conom ic Council of the C aliforn ia  
B ankers A ssociation , presented a report 
at the B ankers C onvention in  Pasadena, 
in w h ich  p ractic in g  accou ntants as a 
body w ere m ost severe ly  critic ized  for  
the la x ity  w h ich  they often  d isp layed in  
preparing aud it reports w h ich  were  
e ith er im properly qualified or so vo lum in­
ously  qualified as to  be useless.
The C aliforn ia B ank ers A ssociation  
la st fa ll appointed a C om m ittee on Credit 
P ractices and instructed  the com m ittee  
to confer freely  w ith  a com m ittee ap­
pointed by the State  Society  of Certified  
P ublic A ccountants. T hese com m ittees  
held jo in t se ss io n s in  Los A n geles in  N o ­
vem ber, in  San F ran isco  in  Decem ber, 
w ith  subsequent m eetin g s in  both places  
at la ter  dates, the objective o f both being  
greater sa fe ty  under banking credit and  
justified  ex ten sion  of th e  w ork of ac­
countan ts behind financial sta tem en ts for 
credit purposes.
A t the first jo in t m eetin g  it  w as de­
cided that as a  foundation  for m inim um  
requirem ents from  accountants for bank­
in g  credit, the F ederal R eserve B u lletin , 
published by the U. S. G overnm ent under  
date of A pril, 1917, should be the gen­
eral guide to  be fo llow ed by the certified  
public accountants of C aliforn ia and th at  
sta tem en ts m ade in  accordance therew ith  
and properly certified thereto  w ould be 
gradually  acceptable to  m em bers of the  
C aliforn ia B ank ers A ssociation .
The resu lt of th is  agreem ent w as sub­
m itted  to  both the C aliforn ia  Society  and  
the E xecu tive  Council of the B ank ers’ 
A ssociation  and the E xecu tive  Council 
at a  m eetin g  held  Decem ber 14, 1928, 
ratified the findings and recom m enda­
tions of the jo in t severa l deliberations  
of the tw o com m ittees.
In  the m eantim e the F ed eral R eserve  
Board had published “V erification of 
F in an cia l Statem en ts, R evised  May, 
1929,” and the C aliforn ia  C om m ittee sug­
gested  to  the B ank ers’ C om m ittee th at  
th is  be su bstitu ted  for the Federal R e­
serve B u lletin  of A pril, 1917, and with, 
th at su ggestion  th e  B an k ers’ C om m ittee  
agreed.
A t the annual m eetin g  of the Cali­
forn ia  S tate  Society , held June 3, 1929,
tw o reso lu tion s w ere adopted by the So­
ciety , w h ich  reso lu tion s are as fo llow s:
“W h e re a s  th e  C a li fo rn ia  S ta te  S o c ie ty  o f 
C e rtif ie d  P u b l ic  A c c o u n ta n ts ’ C o m m it­
te e  fo r  C o o p e ra tio n  w i th  B a n k e rs  a n d  
th e  C o m m itte e  o n  C re d it  P r a c t i c e s  o f 
th e  C a li f o r n ia  B a n k e r s ’ A s so c ia t io n  
h a v e  re c o m m e n d e d  t h a t  th e  r e q u i r e ­
m e n ts  s e t  fo rth , in  th e  r e v is e d  b u l le t in , 
s ty le d  ‘V e r if ic a tio n  o f F in a n c ia l  S t a t e ­
m e n ts ,’ a p p e a r in g  in  th e  M ay, 1929, i s ­
su e  o f  t h e  J o u r n a l  o f A c c o u n ta n c y , a s  
th e  b a s is  o f  s t a n d a r d s  fo r  c e r t i f ic a t io n  
o f f in a n c ia l  s ta te m e n ts  b e  a d o p te d :  
N ow , th e r e fo r e ,  be i t
“R e so lv e d , T h a t  th e  C a li fo rn ia  S ta te  
S o c ie ty  o f C e rtif ie d  P u b l ic  A c c o u n ta n ts  
d e te rm in e  t h a t  th e  m in im u m  r e q u i r e ­
m e n t  f o r  c e r t i f ic a t io n  o f f in a n c ia l  s t a t e ­
m e n ts  s h a l l  b e  th e  s t a n d a r d s  s e t  f o r th  in  
th e  M ay, 1929, is s u e  o f th e  J o u r n a l  o f A c­
c o u n ta n c y  u n d e r  th e  t i t le ,  ‘V e r if ic a tio n  o f 
F in a n c ia l  S ta te m e n ts , ’ be i t  f u r t h e r
“R e so lv e d , T h a t  if  s a id  m in im u m  r e ­
q u i r e m e n ts  h a v e  n o t  b e e n  o b se rv e d  in  
p r e p a r in g  s a id  s ta te m e n ts ,  e a c h  m e m b e r  
o f th e  C a li f o r n ia  S ta te  S o c ie ty  o f C e rtif ie d  
P u b l ic  A c c o u n ta n ts  r e s p o n s ib le  fo r  su c h  
c e r t i f ic a te  w il l  in d ic a te  on  th e  b a la n c e  
s h e e t  o r  so  q u a l i fy  th e  c e r t i f ic a te  a p ­
p e n d e d  to  s a id  s t a te m e n ts  a s  to  m a k e  fu ll  
d is c lo s u re  s h o w in g  w h e re in  su c h  m in i­
m u m  r e q u i r e m e n ts  h a v e  n o t  b een  c o m ­
p lie d  w i th ;  b e  i t  f u r th e r
“R e so lv e d , T h a t  a  co p y  o f th i s  r e s o lu ­
t io n  a n d  th e  r e p o r t  o f  th e  C o m m itte e  fo r  
C o o p e ra tio n  w i th  B a n k e r s  be  fo rw a rd e d  
by  r e g i s te r e d  m a il  to  e v e ry  h o ld e r  o f 
a  c e r t if ie d  p u b lic  a c c o u n ta n c y  c e r t i f ic a te  
is s u e d  b y  th e  S ta te  o f  C a li f o r n ia ;  b e  i t  
f u r th e r
“R e so lv e d , T h a t  a n  a p p r o p r ia te  c o m m it­
te e  o f  th e  C a li fo rn ia  S ta te  S o c ie ty  o f 
C e rtif ie d  P u b l ic  A c c o u n ta n ts  b e  e m p o w ­
e re d  to  a d o p t  r u le s  a n d  r e g u la t io n s  fo r  
th e  c a r r y in g  o u t  o f  th e  i n t e n t  a n d  s p i r i t  
o f  th i s  r e s o lu t io n ,  in c lu d in g  th e  r i g h t  to  
c o n s id e r  c o m p la in ts  a n d  m a k e  re c o m m e n ­
d a t io n s  to  th e  B o a rd  o f D ir e c to r s  th e r e o n ;  
a n d  b e  i t  f u r t h e r
“R e so lv e d , T h a t  a  co p y  o f th i s  r e s o lu ­
t i o n  a n d  th e  r e p o r t  o f  th e  C o m m itte e  fo r  
C o o p e ra tio n  w i th  B a n k e r s  b e  t r a n s m i t t e d  
to  th e  C h a irm a n  o f  th e  C o m m itte e  on  
C re d i t  P r a c t i c e s  o f  th e  C a li fo rn ia  B a n k ­
e r s ’ A s so c ia t io n  to  b e  p r e s e n te d  a t  th e  
fo r th c o m in g  a n n u a l  c o n v e n tio n  o f  th e  
C a li f o r n ia  B a n k e r s ’ A s so c ia t io n .” 
R E S O L U T I O N  N O . 2  
“W h e re a s  th e  C a l i f o r n ia  S ta te  S o c ie ty  o f 
C e r tif ie d  P u b l ic  A c c o u n ta n ts  h a s  a d o p t ­
ed  a  r e s o lu t io n  e s ta b l i s h in g  m in im u m  
c e r t i f ic a t io n  r e q u i r e m e n ts  a n d  h a s  p r o ­
v id e d  f o r  th e  c r e a t io n  o f  a  c o m m itte e  
to  b e  c h a r g e d  w i th  th e  r e s p o n s ib i l i ty  
o f  c a r r y in g  o u t  th e  i n t e n t  a n d  s p i r i t  o f 
su c h  r e s o lu t io n ;  now , th e r e fo r e ,  be  i t  
“R e so lv e d , T h a t  a  p e r m a n e n t  c o m m it­
te e  o f  th e  C a li f o rn ia  S ta te  S o c ie ty  o f 
C e rtif ie d  P u b l ic  A c c o u n ta n ts ,  to  be s ty le d  
th e  C o m m itte e  f o r  C o o p e ra tio n  w i th  
B a n k e rs ,  be c r e a te d , c o n s is t in g  o f  th e  
p r e s id e n ts  o f  th e  S a n  F ra n c is c o  a n d  L o s  
A n g e le s  C h a p te r s  o f  th e  S o c ie ty  to  be 
a p p o in te d  b y  th e  P r e s id e n t  o f  th e  C a li­
f o rn ia  S ta te  S o c ie ty  o f  C e rtif ie d  P u b lic  
A c c o u n ta n ts ;  b e  i t  f u r t h e r
“R e so lv e d , T h a t  in  o r d e r  to  p r e s e rv e  
c o n t in u i ty  o f  th e  p o lic ie s  o f  su c h  c o m ­
m it te e  i t s  m e m b e rs  o th e r  t h a n  th e  p r e s i ­
d e n ts  o f  th e  S a n  F ra n c is c o  a n d  L o s A n ­
g e le s  C h a p te rs ,  b e  a p p o in te d  fo r  a  te r m  
o f th r e e  y e a r s ;  a n d  b e  i t  f u r t h e r
“R e so lv e d , T h a t  a n y  v a c a n c ie s  w h ic h  
o c c u r  in  th e  p e r s o n n e l  o f  th e  c o m m it te e  
o th e r  t h a n  th o s e  a r i s in g  f ro m  th e  e x p i r a ­
t io n  o f t e r m  of office, a s  h e r e in a b o v e  p r o ­
v ided , be f illed  b y  th e  P r e s id e n t  o f t h e  
S o c ie ty ; b e  i t  f u r t h e r
“R e so lv e d , T h a t  th e  c o m m itte e  h e r e in  
c r e a te d  f o r  C o o p e ra tio n  w i th  B a n k e r s  b e  
a n d  is  h e r e b y  e m p o w e re d  jo in t ly  w i th  th e  
S ta n d in g  C o m m itte e  on  C o m p la in ts  to  
a d o p t  r u le s  a n d  r e g u la t io n s  fo r  th e  c a r ­
r y in g  o u t  o f  th e  in t e n t  a n d  s p i r i t  o f  t h e  
r e s o lu t io n  a d o p te d  th i s  d a y  p r o v id in g  fo r  
m in im u m  r e q u i r e m e n t  fo r  c e r t i f ic a t io n  o f  
f in a n c ia l  s ta te m e n ts .  T h e  s a id  jo in t  c o m ­
m it te e  is, h o w e v e r , n o t  a u th o r iz e d  to  t a k e  
a n y  a c t io n  w h a ts o e v e r  in  r e s p e c t  o f a n y  
c o m p la in ts  e x c e p t  to  m a k e  in v e s t ig a t io n s  
a n d  h o ld  h e a r in g s  a n d  m a k e  a  r e p o r t  
a n d  r e c o m m e n d a t io n s  to  th e  B o a rd  of 
D ir e c to r s  o f  th e  S o c ie ty  on  a l l  c o m p la in ts  
r e f e r r e d  to  th e m  fo r  c o n s id e ra t io n .”
T he general letter  a lso  conta ins an an­
nouncem ent to  the effect that the Cor­
poration C om m issioner and the F ran­
ch ise  T ax C om m issioner have each  
recen tly  accepted th e  offer of th e  serv­
ices of the C aliforn ia Society  to  cooperate  
w ith  them  in  m atters of accounting prac­
tice  and procedure.
T he annual luncheon  m eetin g  of th e  
San F ran cisco  Chapter of the C aliforn ia  
State  Society  of Certified Public A ccount­
ants w as held at the C om m ercial Club on  
T uesday, June 18, 1929, at 12 o’clock.
T he fo llo w in g  officers w ere elected  for  
the en su in g  year: P resident, H arry J . 
Cooper; V ice P resident, A nson H errick; 
Secretary - T reasurer, B. W. B ours. D i­
rectors, Jam es E. H am m ond and L ew is  
L illy .
CONNECTICUT
T he C onnecticut Society  of Certified  
P ublic A ccountants held  its  ann ual out­
in g  on M onday, June 24, 1929, a t th e  
P ease H ouse, Saybrook P oin t, Conn.
A n in terestin g  va r ie ty  of gam es, 
sw im m in g  and a buffet luncheon  fur­
n ish ed  am ple en terta inm ent du ring th e  
day, and in  th e  ev en in g  there w as a d in­
ner, w ith  a cabaret feature, fo llow ed by  
dancing.
GEORGIA
The Secretary v is ited  three c it ie s  in  
G eorgia, fo llow in g  the N orth  Carolina  
m eeting. N o group m eetin gs w ere ar­
ranged, but the Secretary had notified  
the certified m en th a t he w ould be at the 
hotel in  A tlanta , M onday, Ju ly  1, at 
A ugusta, T uesday m orning, and at Sa­
vannah, T uesd ay  even in g , so  th a t an y  
of the m en w ho w ished  to  d iscuss pro­
fession a l problem s w ith  him  could do so.
F our years ago th e  G eorgia account­
a n ts  introduced a b ill in to  the L eg isla ­
ture w h ich  passed the senate  but w as  
not voted upon in  the house on account 
of lack  of tim e. G eorgia is  one of the  
sta tes w ith  a com paratively  short leg is ­
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la tive  period. T w o years ago the ac­
countan ts d iscussed  the ad v isa b ility  of 
securin g  a regu latory  m easure, but did  
not get started  in  the m atter  sufficiently  
early , a lthough th ey  agreed on a law.
T his year a b ill w as introduced during  
the first w eek  of the L egisla tu re , fo llow ­
in g  practica lly  the sam e lin es as had been  
agreed upon by the accountants tw o  years  
ago. I t is  hoped th a t w ith  the early  
start they m ay be su ccessfu l at th is  se s­
sion  of the L egisla tu re  in  securin g  a new  
law . One difficulty w h ich  is a lw ays  
lik e ly  to  arise  is  th at the in d iv id u a l ac­
countan ts w ill not be satisfied  w ith  th e  
provisions of the b ill a s introduced, so 
th at th ey  feel lik e  objecting to  the pas­
sage o f the b ill, as a w hole, because of 
these  ind iv idu al differences. I f  it  so 
happens th a t several of the accountants  
each object to  a d ifferent provision  in  the  
b ill so  th a t too m uch opposition  develops 
the usual resu lt is  th a t the L egisla tu re  
pays no a tten tion  to  the argum ent w h ich  
m ay be presented in  favor o f  th e  b ill as a 
w hole. A ll leg is la tio n  is  a m atter of 
com prom ise and probably no law  is  now  
on the sta tu te  books in  any  S tate  w hich  
is  as i t  w ould have been w ritten  by any  
one m em ber of the profession  in  that 
State. T he princip le of regu lation  is  in ­
volved in  the G eorgia b ill and if  it  can be 
passed a s introduced it  w ill be a step  
in  advance for the accountants of the  
State  and if  it  should  be found th at som e  
poin ts need to  be am ended at another  
session  of the L egisla tu re  i t  w ill be easier  
to care for the d eta ils  then  than  under­
take to  care for a ll the objections that 
m igh t be raised  now.
The Secretary w as able to  see  m em bers 
of the Board and officers of the State  
Society , not a ll in  e ith er  case, as som e of 
the m en w ere out of the city .
M INN ESO TA
T he sum m er m eetin g  of the M innesota  
Society  of Certified P ublic A ccountants 
w as held a t th e  M organ P ark Club, D u­
luth, on Ju ly  20, 1929, to  w h ich  m em bers 
of th e  M innesota A ssoc ia tion  of P ublic  
A ccountants, of w h ich  Jarl W. H anson, 
of D uluth , is  P resident, the M innesota  
Chapter of the A m erican In stitu te  of Ac­
countants, of w h ich  E m il K roeger, of M in­
neapolis, is  P resident, m em bers of The  
A m erican Society  of Certified P ublic Ac­
countan ts in  M innesota, of w h ich  H erm an
C. J. P eisch , of M inneapolis, is  S tate  Rep­
resen ta tive , and a ll other practic in g  ac­
countan ts in  M innesota, th e ir  w iv es and  
guests, w ere in v ited  to  attend.
T he C om m ittee o n  A rrangem ents, 
M essrs. Irv in g  Glover, W illiam  R. Thom p­
son . W. D. A very and Jarl W. H anson, 
had provided en terta inm ent in  th e  w ay  
of a boat ride up th e  S t. L ouis R iver, a 
tour of th e  M innesota S tee l Com pany’s 
plant, and a boulevard drive a long  part
of D u lu th ’s “sk y lin e .” T here w as an ex­
h ib it of stee l products at th e  M organ 
P ark Club for the benefit of those  who  
w e r e  unable to  m ake th e  tour of the  
plant.
At 6.30 a d inner w as served at the Club, 
during w h ich  a m usical program  w as 
enjoyed. Mr. H om er C. F ulton, an  a ttor­
ney-at-law, spoke on “The E ffect of B u si­
ness R evolution  on the A ccounting Pro­
fessio n ,” and Mr. G eorge R. M artin, V ice  
P resident of th e  Great N orthern  R ailw ay  
Com pany, d iscussed  “T he O’F allon  De­
c is io n .” The even in g  concluded w ith  
dancing.
M ISSOURI
At the annual m eetin g  of the M issouri 
Society  of Certified Public A ccountants, 
held at the H otel P resident, K ansas City, 
on June 14, th e  fo llow in g  officers and di­
rectors w ere e lected: P resident, R. S. 
W yler, K ansas City; V ice P resident, W. 
F. Scott, St. L ouis; Second V ice P resi­
dent, G. V. K eller, St. L ouis; Secretary, 
F. R. B rodie, K ansas C ity; Treasurer, 
E dw . Fraser, K ansas C ity; D irectors, R.
S. W yler and F . R. B rodie, ex officio, and  
T. C. H ansen, A. J. Saxer, and John J. 
Long.
A fter th e  b u siness m eetin g  and lunch­
eon, go lf w as enjoyed and th e  m eeting  
concluded w ith  a banquet in  the even ing.
NORTH CAROLINA
The T enth Sem i-A nnual C onvention of 
the N orth  Carolina A ssociation  of Cer­
tified P ublic A ccountants w as held at the  
Seashore H otel, W righ tsv ille  Beach, 
June 28 and 29, under the guidance of 
P resident W m. H. Zim m erm an, of A she­
v ille . The C onvention Com m ittee, of 
w hich  W. C. N ichols, of W ilm ington , w as  
Chairm an, had m ade exce llen t arrange­
m ents for the accountants.
D uring the sam e days the State  B ar  
A ssociation  w as h o ld in g  its  annual m eet­
in g  at W righ tsv ille  B each, w ith  the P res­
ident of the A m erican B ar A ssociation  as 
the principal speaker. A t the sam e tim e  
the Southeastern  B ranch of the A ssoci­
ated General Contractors of A m erica  
w ere in  session , so  th a t nearly  everyone  
around the hotels sported a badge ind i­
ca tin g  that he belonged to som ething. 
Cooperation w as to  be seen and fe lt  
everyw here.
F riday  m orning w as devoted to  reg is­
tration  and greetin gs. The Board of D i­
rectors w as in  sess io n  and also th e  var i­
ous com m ittees w ere preparing th e ir  re­
ports.
In the afternoon  the A ddress of W el­
com e w as delivered by J. A. Taylor, an  
alderm an of W righ tsv ille  B each, who pre­
sented a very  in terestin g  statem en t con­
cern ing  the proposed u tiliza tio n  of their  
w ater fa c ilit ie s .
Chas. M. Johnson, the E x ecu tive  Secre­
tary  of the County G overnm ent A dvisory
C om m ission for the S tate  of N orth Caro­
lin a , gave an address on “County Gov­
ernm ent,” w h ich  w ill be printed later. 
N orth C arolina is  one of the m ost prom i­
n ent sta tes  in the u tiliza tio n  of serv ices  
of public accountants in  connection  w ith  
governm ental aud its. T he State  Ad­
v isory  C om m ission has au th ority  to fix 
the conditions un derly ing  aud its and all 
contracts entered in to  by the variou s  
county governm ental u n its , w heth er for  
regular a d m in istra tive  purposes, aud it 
control, specia l d irection , or any other  
accounting phase, m ust be ratified by the  
E xecu tive  Secretary. T h is is  a  new  law  
and considerable tim e has been spent 
w ith  Mr. Johnson by a com m ittee repre­
sen tin g  county officials and accounting  
organizations, in  preparing su ch  specifi­
ca tion s as w ill cover the poin ts w h ich  
should be brought out in  the variou s  
k in ds of audits. The practical w orking  
of th e  law  w ill have a tendency to weed  
out the irresponsib le  low  bidders for gov­
ernm ental work.
T he Secretary of The A m erican So­
c ie ty  conducted a round table question  
box, w h ich  w as entered into  by th e  m a­
jo r ity  of those present.
A t the annual banquet F riday  even ing, 
George E. Dom bhart, of C harlotte, acted  
as toastm aster. The m usica l part of the  
program  w as furn ish ed  by M iss H elen  
M aude M iller, Mr. W m. A. M iller and  
Mrs. H. G. Brubaker. M essrs. Em ory, 
Wood, N ichols, Springer and McCabe 
w ere introduced and each responded w ith  
a short talk. Mr. McCabe took occasion, 
on behalf of the m em bers of the N orth  
Carolina A ssoc iation , to  present a fine 
w atch to  George W ood on the com pletion  
of h is  ten th  year of serv ice  to  the A sso­
ciation , during n in e o f  w h ich  he had  
served as Secretary and in  one of w h ich  
he acted as P resident. A t the m orning  
m eeting  of the D irectors Mr. W ood’s 
resig n a tio n  as Secretary-T reasurer had 
been accepted and N eal S. Z eigler, of 
Charlotte, had been elected  to  succeed  
him . W hile Wood is  r etir in g  from  official 
connection  w ith  the A ssociation , every­
body rea lizes th a t he has becom e so  
thorough ly  im bued w ith  not on ly  the de­
sira b ility  but the n ecessity  of a strong  
S tate  A ssocia tion  th at h is  w ork as a 
high  private in  the ranks w ill serve as 
an exam ple to  the other h igh  pr iva tes of 
w ays in  w h ich  th ey  can be usefu l, even  
outside the officials ranks.
The speaker o f the even in g  w a s a rep­
resen ta tive  of the N orth  Carolina Bar A s­
sociation , G eneral A lbert Cox, of R aleigh . 
General Cox w as in  com m and of the  
N orth  Carolina F ield  A rtillery  du ring the  
W orld W ar and is  very  prom inently  
talked of for Governor at the n ext elec­
tion . General Cox stressed  the need in  
all professions of cooperation am ong the  
in d iv id u a l m em bers thereof, and in d i­
cated th at accountants, as a  group, w ere
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of greater n ecessity  now  th an  form erly  
by reason o f th e  in crea sin g  rap id ity  
w ith  w h ich  govern m en ts are ten d in g  to  
ta x  future gen eration s and a t th e  sam e  
tim e  d iscu ss th e  n ecessity  for econom y in  
governm ental m atters. I t w ill  be up to  
the accountants to  keep the govern­
m enta l adm in istrators stra igh t. H e a lso  
urged the accou ntants to  be true to  the  
tru st w h ich  w as placed in  them  by rea­
son of th e  v ery  character of th e  w ork  
w h ich  th ey  did. H e a lso  called  a tten ­
tio n  to  th e  fact th a t w h ile  in  th e  A rm y  
there w ere d ifferent types of serv ices ren­
dered by th e  a rtillery , in fantry , cavalry, 
air  service, etc., each, in  turn, w as de­
pendent on som e other branch for a serv­
ice w h ich  it  could not render itse lf. In  
the sam e w ay, there w as a close rela tion ­
sh ip  betw een the fields of the executive, 
law yer and th e  accountant in  connection  
w ith  the proper gu idance of b u siness af­
fa irs.
Saturday m orn ing’s sess io n  w as g iven  
over to  bu siness. The v ariou s com m it­
tees m ade th eir  reports and som e re­
v is io n s  of the B y-L aw s w ere m ade. It 
w as agreed to  hold th e  fa ll m eetin g  at 
R aleigh , an  in v ita tio n  h av in g  been ex­
tended by the State  College.
The Saturday afternoon  session  w as 
devoted to  a d iscussion  under th e  head—  
“For th e  good of th e  Order.” The m em ­
bers undertook to  ser iou sly  consider the  
p resent ten d en cies in  th e  accounting field  
and determ ine m ethods by w h ich  the sta ­
b ility  of the profession  a s  a  w h ole  could  
be m aintained .
D uring the m eetin g  the lad ies w ere  
cared for in  v ariou s w ays by the W il­
m ington  L ad ies’ C om m ittee.
OHIO
T he m em bers of th e  D ayton  Chapter of 
th e  Ohio S ociety  of Certified P ublic Ac­
countants, w ith  th e ir  fam ilie s , held  th e ir  
annual o u tin g  and p icn ic  on June 25. 
Golf and ten n is  tournam ents occupied the  
afternoon  and in  th e  ev en in g  th e  party  
enjoyed a p icn ic  d inner a t W hite  Oak 
Camp, H ills  and D ales. About seven ty  
enjoyed th e  outing.
OREGON
T he A nnual J o in t m eetin g  of th e  Ore­
gon Society  of Certified P ublic A ccount­
ants, th e  W ash in gton  Society  of Certified  
P ublic A ccountants and th e  In stitu te  of 
Chartered A ccountants of B r itish  Colum ­
bia, w as held  at the P ortland  H otel, P ort­
land, Oregon, on June 21. T he Oregon  
accountants w ere h osts and had provided  
ex ce llen t en terta inm ent features.
P apers w ere presented  by P earce C.  
D avis, Conda J. H am , R. J. Leo, C. E. 
R aw linson , and J. P . R obertson.
SOUTH CAROLINA
The Secretary o f T he A m erican  So­
cie ty  m et the certified m en a t C harleston
on W ednesday even in g , Ju ly  5, for an  in ­
form al d iscu ssion  of the accounting prob­
lem s in  th a t S tate. On the 4th he cele­
brated w ith  som e of them  at the Is le  of 
Palm s. F riday, J u ly  5, w as spent a t  Co­
lum bia, w here he called , e ither by phone  
or at the office of every  certified m an. 
Saturday, J u ly  6, he spent the afternoon  
and even in g  at G reenville. In the a fter­
noon he w as able to  w itn ess h is  first 
baseball gam e o f the season. T hat n igh t 
tw enty-four accou ntants and business  
rep resen ta tives gathered for a dinner, 
w h ich  w a s fo llow ed by an in form al ques­
tion  and answ er d iscussion  of accounting  
problem s.
W hile local organ izations have  not yet  
been effected in  South Carolina, the ac­
countants feel th a t a better professional 
standard e x is ts  th a n  form erly.
T E X A S
The D allas accou ntants m et on M ay
13, 1929, and organized a Chapter and 
filed app lication  for affiliation w ith  the  
T exas Society  of Certified P ub lic  A ccount­
ants. A  con stitu tion  w as adopted and  
officers elected  for the first year as fo l­
low s: P resident, L uke G arvin; V ice P resi­
dent, Chas. Schoolar; Secretary-Treas- 
urer, F orrest M athis; D irectors, W . F . 
Carter, Jr., and A. G. M oss.
T he F ort W orth accountants held  a  
m eetin g  at th e  W estbrook H otel at 6.30 
p. m., on June 25, 1929, for th e  purpose  
of form in g  a local organization .
A fter  organization , those present par­
tic ip ated  in  a d iscu ssion  of a  S tate  In­
com e T ax Law.
A  loca l chapter of Certified P ublic Ac­
countan ts w as organized a t H ouston in  
June and app lication  for affiliation w ith  
th e  T exas S ta te  Society  of Certified Pub­
lic  A ccountants w as m ade on  June 29.
W ISCO NSIN
The W isconsin  Society  of Certified  
Public A ccountants held it s  annual out­
in g  at L akeside, P ew aukee Lake, June
14, 1929.
The m orn ing  w a s g iven  over to  golf, 
th e  tournam ent be ing  w on by John  
R eilly , la st y ear’s runner up and w ho  
defeated the w inn er of the cup la st year, 
Carl E . D ietze, by one stroke.
In  the afternoon  horseshoes, baseball 
and sw im m in g  occupied th e  a tten tio n  of 
th e  m ore th a n  s ix ty  m em bers present. 
The horsesh oes tournam ent w as w on by 
A rt W egner. The ten n is  tournam ent 
could not be p layed on account o f w et  
courts. Jack T anner, recen tly  returned  
from  H onolulu  w ith  a large  stock  of 
stories, w h ich  H erm an P eisch , o f M in­
neapolis, undertook to  m atch, furnished  
the regu lar m em bers w ith  considerable  
en terta inm ent. In cidenta lly , P eisch  w on  
a g o lf ball, bu t Jack  is  not reported to  
have w on anyth in g .
In  th e  absence o f P resident George 
E inbecker, J. Currie Gibson w a s m aster  
of cerem onies in  connection  w ith  the  
luncheon  and dinner. E nterta in m en t had  
been provided w h ich  w as in terspersed  
w ith  ta lk s by Tanner, E lw ell and P eisch .
C O N V E N TIO N  NOTES
(C o n tin u e d  f ro m  p a g e  232) 
and th e  H olland  T unnel, one of the  
w orld’s g rea test en g in eer in g  fea ts , w ill  
be v isited .
F r id a y  m orn ing  those of th e  v is it in g  
la d ies  w ho w ish  to  “do th e  sto res” 
of variou s types w ill be taken  in  
groups by N ew  York lad ies. A rrange­
m ents w ill a lso  be m ade for th ose  w ho  
prefer to  take a bus tr ip  through  th e  
upper part of th e  c ity . Specific reserva­
tio n s for th ese  F riday  m orning tr ip s m ust  
be m ade a t th e  R eg istra tion  Office on  
T h u rsd a y ,  so th a t the proper grouping  
arran gem ents m ay be m ade in  advance.
S a tu rd a y  m orn ing  the lad ies w ill v is it  
a  m otion  p icture stu dio  or attend  a pro­
gram  at R oxy’s T heatre. T he lad ies  
w ill lunch  togeth er  a t th e  A ccou ntan ts’ 
Club, H otel M ontclair, a t noon, and in  
th e  afternoon  th ey  w ill w atch  Babe R uth  
and th e  Y ankees in  a baseball c la sh  w ith  
th e  T igers. I t is  possib le th a t another  
a ttraction  w ill be offered in  order th a t a  
choice  m ay be m ade.
A D A P T A T IO N  IS  T H E  L IF E  OF  
BUSINESS
B y  B . O. F O R B E S
(F ro m  “F a c t s  a n d  C o m m e n ts” in  F O R B E S  
M a g a z in e  fo r  D e c e m b e r, 15, 1928.)
A daptation  is  th e  life  of bu siness. 
C hange is  th e  eternal law  in  th e  w orld  
of affairs. T he popular product o f today  
is  throw n in to  th e  discard tom orrow . 
F a sh ion  perform s a som ersault, and, lo, 
a p lan t operating n ig h t and day h as to  
close  it s  doors. Or a new  in v en tio n  
u p sets a  w h ole  industry . F ortu nes, for  
exam ple, w ere m ade in  th e  p iano busi­
n ess; cam e th e  phonograph and other  
com petition , and th e  dem and for pianos  
w as cut in  ha lf. N ext, th e  lead in g  
phonograph com pany found its  product 
le ft  in  th e  lurch  by th e  sudden vogue  
of th e  radio. B ut th is  com pany u til­
ized  its  ow n brains and th e  b est brains  
availab le  in  A m erica, readjusted  its  
product, effected new  affiliations in  lin e  
w ith  th e  trend  of th e  tim es, and its  
sh ares have doubled and treb led  in  m ar­
k e t value. A ll l iv in g  th in g s  w h ich  have  
su rvived  have had to  adapt th em selves  
to  change; th o se  th a t fa iled , perished.
M any an  in d iv id u a l and firm  and  
com pany is  today  confronted w ith  th e  
urgent n ecessity  of doing so m eth in g  out 
of th e  ordinary to  avoid  d isaster . A  
change in  cond itions dem ands a change
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in  ac tiv ities . H appily, m any execu tives  
h ave abundantly dem onstrated  th at it  is  
possib le  to  sw itch  from  one lin e  o f bu si­
n ess in to  another and m ake a su ccess. 
T he new  head of th e  S teven s In stitu te  
o f T echnology declares th a t the best re­
su lts  have freq uently  been obtained  
w h en  graduates w ho specialized  in  a par­
ticu lar  d irection  w ere g iven  em ploym ent 
in  an  en tire ly  different lin e. T he able  
b u siness m an need not conclude th at h is  
a b ility  can fun ction  on ly  a long  one chan­
nel and th at he w ould  be a fa ilu re  w ere  
he to launch  in to  another channel. E ven  
hum ble rural store keepers have proved  
able to  adapt th em selves to  changed  
cond itions by becom ing garage operators 
and se llers of gaso line. T he larger the  
enterprise, presum ably th e  better the  
brains d irectin g  it. T herefore, th ese  
brains should not m eek ly  surrender to  
w h at appears to  be an unkind F ate, but 
should  m anfu lly  accept th e  challenge  
throw n out to  them  by circum stances.
A daptab ility  is  the essen tia l qu ality  of 
th e  fittest to  survive.
NOTES
The L egisla tu re of th e  T erritory  of 
H aw aii has recen tly  enacted  a law  am end­
in g  Section  3677 of th e  R evised  L aw s of 
H aw aii, 1925, to  read a s fo llow s:
“ Sec. 3677. The board shall, upon ap­
p lication  in  w ritin g , w a ive  th e  exam in a­
tion of and issu e  a certificate  to  an y  per­
son  of good m oral character over th e  
age of tw enty-one years, w ho, a t  th e  tim e  
of filing  app lication  for sa id  certificate, 
is  a  c itizen  of the U n ited  S tates, or who, 
in  good fa ith , has declared h is  in ten tio n  
of becom ing a c itizen , and w ho h a s re­
sided w ith in  th e  T erritory  of H a w a ii 
for at lea st tw elve  m onths n ext preced ing  
sa id  app lication  and w ho has th e  degree  
of certified public accou ntant or chartered  
accou ntant evidenced  by a certificate  is ­
sued by or under the a u th ority  of another  
terr itory  or S ta te  or foreign  nation ; pro­
vided, th at su ch  certificate  w a s issu ed  
w ith  th e  approval o f th e  S tate  Board of  
A ccountancy or E xam iners of th e  terr i­
tory  or S tate  or foreign  nation  issu in g  
sam e; and, provided, further, th a t th e  
standards prescribed by law  or by th e  
ru les of th e  board and th e  exam in ation s  
conducted are fu lly  equ iva len t to  th e  
standards m ain ta ined  in  th is  T erritory. 
If, for an y  reason, th e  certificate of orig ­
ina l issu e  be revoked or cancelled , th e  
board of accountancy of th e  T erritory  
of H aw aii sh a ll fo r th w ith  revoke and  
cancel th e  certificate issu ed  to  such  per­
so n  in  accordance w ith  th is  A ct.”
T he U n ited  S ta te s  B oard  o f T ax A p­
p ea ls  h a s h an d ed  dow n a d ec is io n  by  
w h ich  W ad e H . E llis ,  a  W a sh in g to n  a t­
to rn ey , w a s su sta in e d  in  d ed u ctin g  h is  
co n v en tio n  ex p en ses o f  $ 3 7 5  in cu rred  
in  a tten d a n ce  upon  a m e e tin g  o f  T he
A m erican  B ar A sso c ia tio n  from  h is  
192 2  incom e.
M em bers o f T he A m erican  S o c iety  
w ill  p lea se  ta k e  n o tice  and  govern  
th e m se lv es  a cco rd in g ly  w ith  resp ect to  
th e  ex p en ses incurred  in  con n ectio n  
w ith  our Septem ber m eetin g .
T he F ederal R eserve Board has ju st is ­
sued a 26-page m onograph on “The V eri­
fication of F in a n c ia l S ta tem en ts” (re­
v ised  a s of May, 1929.)
T h is is  subm itted  as a m ethod of pro­
cedure for th e  consideration  of bankers, 
m erchants, m anufacturers, aud itors and  
accountants and is  a  rev ision  of “Sug­
gestio n s for th e  P reparation  of B alance  
Sheet S ta tem en ts,” printed  in  th e  April, 
1917, issu e  of the Federal R eserve Board  
B u lletin  and reprinted  in  pam phlet form  
in  1918 for general d istr ibu tion  under  
the t it le  “Approved M ethods for th e  Prep­
aration  of B alance Sheet S ta tem en ts.” 
Copies of th e  sam e m ay be secured from  
th e  F ederal R eserve Board, W ashington,
D. C., for ten  cen ts each.
G eorge Parker, C. P. A., of D es M oines, 
Iowa, spoke on the subject of “The  
B anker and th e  P ublic A ccountant Under  
th e  N ew  Iow a P ublic A ccountancy L aw ,” 
at the n in th  annual S tate  C onference of 
Officers of County B ankers A ssociations  
w h ich  w as held  in  conjunction  w ith  th e  
State  C onvention of Iow a B ankers A sso­
c iation , at D es M oines, on M onday, June  
24, 1929.
T he ten th  annual cost conference of the  
N ational A ssociation  of Cost A ccountants  
w as held  at W est Baden Springs, Indiana, 
June 17 to  20, inc lu sive.
W righ t T. D ixon, C. P. A., form erly  
Secretary  of the N orth  C arolina State  
Board of A ccountancy, has been appoint­
ed by th e  G overnor of N orth  Carolina as  
E x ecu tive  Secretary to  th e  S ta te  S in k in g  
Fund C om m ission. The other m em bers 
of th e  C om m ission are S tate  officials.
W. L. M organ, C. P . A., of th e  firm of 
M organ & Com pany, P h iladelph ia , and  
T reasurer of Central A irport, Philadel- 
phia-Camden d istr ict, is  w r itin g  a ser ies  
of a r tic les on. “A ccounting, M anagem ent 
and Costs for A irports.” T hese a r tic les  
are appearing currently  in  th e  June, July, 
a n d A u gust issu es of th e  “A irport” m aga­
zine.
T hom as A. W illiam s, C. P . A., of N ew  
O rleans, L ouisiana, R esid en t Co-partner 
of F. W . L afrentz & Company, has been  
adm itted  to th e  B ar o f L ou isian a  as a t­
torney-at-law .
F ran k W ilbur M ain, C. P . A., of P itts ­
burgh, and a ssocia tes of M ain & Company, 
and S. D iescher & Sons, engineers, have  
organized an airp lan e transp ort com pany  
w ith  a 700-acre fly ing field near Greens-
burg, Pa. Three-m ile runw ays are being  
la id  out and p lans are being  m ade to  
estab lish  a school and to  conduct a regu­
lar a irp lane transp ortation  business.
A t the present tim e one p lane is  owned  
and M ain & Com pany are u tiliz in g  its  
serv ices for quick transp ortation  of its  
field forces w here a u d itin g  or en g in eer in g  
serv ice  is  needed in  a hurry.
The fo llow in g  appeared in  the Yonkers, 
N ew  York, H erald of June 27, 1929:
“A nnouncem ent w as m ade today of the  
n ew ly  form ed connection  of W ilfred  C. 
Sigerson , accou nting  engineer, of 372 
B ellevue A venue, w ith  th e  firm of Jam es 
R ichardson  & Sons, Ltd., of W innipeg, 
Canada. Mr. S igerson  w ill leave Y onkers 
on Ju ly  15 to  assum e h is  new  duties  
w h ich  w ill bring  h im  in  c lose  b u siness  
contact w ith  Jam es A. R ichardson, Cana­
dian ca p ita list and director of m any large  
corporations. T he R ichardson firm is  
devoted to  gra in  and secu rities in terests  
and to  general bu siness prom otions.
“Mr. S igerson  is  a t present ch ief ac­
counting  engineer for th e  General Office 
E quipm ent Com pany and for th e  U nder­
wood T ypew riter  Company. H e has lived  
in  Y onkers for th e  past seven  years w ith  
h is  w ife  and three sons, Charles W., W il­
lia m  and D avid, th e  first tw o nam ed be­
in g  pupils at School 16. H e is  a  m ember 
of th e  congregation  of th e  M orsem ere  
M ethodist E piscopal Church, of the Morse- 
m ere Social Club, of H aw thorne Lodge, F. 
and A. M., and of th e  fo llo w in g  N ew  York  
so c ieties: T he H arvard Club, The A m eri­
can Society  of Certified Public A ccount­
ants, and the N ational A ssociation  of Cost 
A ccountants.”
A dolphe L ew isohn  to  H enry Ford
It w ill be recalled  th a t la st Decem ber  
Mr. Ford gave out an in terv iew  in  W ash­
ington  w h ich  w as com m ented on by n ew s­
paper m en to  a considerable exten t. 
S h o rtly  a fter , Mr. L ew iso h n , one of  
w hose a r tic les  w e printed  tw o years ago, 
sen t Mr. Ford a letter  w h ich  con ta in s  
sen tim en ts w h ich  are w e ll w orth  repeat­
in g  and w e are p resen tin g  th e  letter  for  
th e  benefit of our readers.
“Your recent sta tem en t in  W ash in gton  
th at no su ccessfu l boy ever saved  any  
m oney but sp en t it  as fa st as he got it  
for th in g s  to  im prove h im se lf and th a t  
no youn g m an w ill  ever g e t anyw here  
w ith ou t work, represents, in  m y opinion, 
good advice to  th e  youn g but it  fa ils  to  
go far enough.
“My experience, a fter  serv in g  for th e  
past e leven  years a s Chairm an of th e  
N ational T h r ift C om m ittee of th e  Y. M. 
C. A., w h ich  an n u a lly  sponsors th e  ob­
servance of N ation a l T h r ift W eek, beg in ­
n in g  on January 17, B enjam in  F ran k lin 's  
birthday, is  th a t a  boy ought not to  
spend every  cen t he earns, even  thou gh  it  
be for  personal advancem ent, but th a t  
he ought to  adopt a w ell-balanced course.
“T he b e lie f of th e  com m ittee of bu sin ess
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 255
m en of w h ich  I am  chairm an, and m y  
ow n belief, is  th a t a  boy ought to  learn  
early  in  l ife  to  budget h is  expenses and  
to  m ain ta in  a bank account. W ith  h is  
bank balance s low ly  in crea sin g  and w ith  
a check on the expenditures he is  m aking, 
he w ill be in  th e  best p o sition  to  take  
advantage of every  opportunity w h ich  
com es h is  w ay.
“I agree th at th e  la st th in g  a boy ought 
to do is  to  hoard h is  m oney, but, a t the  
sam e tim e, a  proper em phasis m ust be 
placed on sa v in g  if  he is  ever to  have th e  
capital for econom ic independence in  la ter  
life .
“T he N ation a l T h rift Com m ittee, a fter  
a thorough  stu dy of th is  subject som e  
years ago, had adopted a ten-point finan­
cia l creed w h ich  w e recom m end as a 
guide to  su ccess and happiness. I t in ­
cludes your expressed  idea of “sa v in g  
to spend,” but goes farther, I believe. 
T he ten  p o in ts are: w ork and earn, m ake  
a budget, record expenditures; have a 
bank account; carry life  insu ran ce; own  
your hom e; m ake a w ill;  in v est in  safe  
secu rities; pay b ills  prom ptly and share  
w ith  others.
“Saving, I feel, is  ju st as im portant a 
part of su ccess as sp en d ing  for  self-im - 
provem ent.”
ANNOUNCEMENTS
H ow ell, Cureton & Company, of Charles­
ton, W est V irg in ia , have acquired th e  ac­
counting  practice of th e  N ation a l A udit 
Com pany of th a t c ity  and w ill m ainta in  
offices a t 716-720 N ew  K anaw ha V alley  
B ank B u ild ing , C harleston. Mr. A. S. 
Jenkins, form er ow ner of th e  N ational 
A udit Company, w ill be associated  w ith  
th e  consolidated  firm s in  th e  capacity  of 
consu ltin g  accountant.
M cL aughlin & Com pany announce the  
rem oval of th e ir  offices to  723-724 F ir st  
N ational-Soo L ine B u ild ing , M inneapolis, 
M innesota.
Jam es H. Botz, C. P . A., announces the  
opening of a n  office at 50 Broad Street, 
N ew  York City, under th e  firm nam e of 
Jam es H. B otz & Com pany.
A nnouncem ent is  m ade of th e  form a­
tio n  of "a partnersh ip  by H. H. H all and
H. A. B lom quist, C. P . A., under th e  firm  
nam e of H all-B lom quist & Co., Capitol 
B uild ing , Grand Island, Nebraska.
Chas. W. Todd, C. P. A., announces the  
rem oval of h is  offices to  1116 Com m on­
w ealth  B u ild ing , 1201 C hestnut Street, 
P hiladelph ia , Pa.
H orton, K each, and W hittaker, 1008-10 
Subw ay T erm inal B u ild ing , L os A ngeles, 
C alifornia, announce th e  conso lid ation  of 
their  practice w ith  C astenholz, N icholson
& Rohrbach, Certified Public A ccountants, 
w ith  offices in  N ew  York, Chicago, D en­
ver, Los A ngeles, San F rancisco, Seattle, 
Portland , and other principal c ities .
Jam es A. Councilor and W m. Gordon 
B uchanan, Certified P ublic A ccountants, 
announce the form ation  of a partnership , 
conso lid atin g  th e ir  form er general ac­
counting  practices under the firm sty le  of 
Councilor and B uchanan, w ith  offices in  
the T ow er B u ild ing , W ash ington, D. C., 
and 25 W est 43rd Street, N ew  York City. 
The firm of Jam es A. Councilor & Com­
pany w ill continue its  Federal tax  prac­
tice  under the old firm sty le .
N E W L Y  E L E C T E D  ST A T E  
R E P R E S E N T A T IV E S
F o r  F i s c a l  Y e a r  S e p t e m b e r  1 , 1 9 2 9 , t o  
A u g u s t  3 1 , 1 9 3 0
A la b a m a — C o n ra d  S a u e r , J r . ,  C. P . A., 2014 
C o m er B u ild in g , B irm in g h a m .
A r iz o n a — W ill ia m  E . T a y lo r , C. P . A ., 
P . O. B o x  628, T u cso n .
A r k a n s a s — C a d d ie  H . K in a rd , C. P . A., 214 
M a so n ic  T e m p le , E l  D o rad o .
C a l i f o r n i a — R e y n o ld  E . B l ig h t ,  C. P . A., 
1228 C. C. C h a p m a n  B u ild in g , L o s A n ­
g e le s ;  B. W . B o u rs , C. P . A., 620 M a rk e t  
S tre e t ,  S an  F ra n c is c o ;  W il l ia m  D o lg e , 
C. P . A., 369 P in e  S tre e t ,  S an  F ra n c is c o .
C o lo r a d o — T h e o d o re  J . W it t in g ,  C. P . A., 
U n iv e r s i ty  B u ild in g , D en v er.
C o n n e c t i c u t — I rv i l l e  A. M ay, C. P . A., 129 
C h u rc h  S tre e t ,  N ew  H a v e n .
D e l a w a r e — A lf re d  H . Coe, C. P . A., D u  
P o n t  B u ild in g , W ilm in g to n .
D i s t r i c t  o f  C o lu m b ia — D w ig h t  N . B u r n ­
h a m , C. P . A., O u r  H o m e  L ife  B u ild in g , 
W a s h in g to n ;  C. V a u g h a n  D a rb y , C.
A., M u n se y  B u ild in g , W a s h in g to n .
F l o r i d a — W a lte r  M u c k lo w , C. P . A., B a r ­
n e t t  N a t io n a l  B a n k  B u ild in g , J a c k s o n ­
v ille .
G e o r g ia — L e w is  L. D a v is , C. P . A., A t l a n t a  
T r u s t  C o m p a n y  B u ild in g , A t la n ta .
H a w a i i — H u g h  C. T e n n e n t,  C. P . A., F i r s t  
N a t io n a l  B a n k  B u ild in g , H o n o lu lu .
I l l i n o i s — G e o rg e  P . E ll is ,  C. P . A., 30 N o r th  
L a S a lle  S tre e t ,  C h ic a g o ; D a v id  H im m e l-  
b la u , C. P . A., F i r s t  N a t io n a l  B a n k  
B u ild in g , C h ic a g o ; G e o rg e  W . R o s s e t te r ,
C. P . A., 111 W e s t  M o n ro e  S tre e t ,  C h i­
c a g o ; J o h n  A. S to lp , C. P . A ,  307 N o r th  
M ic h ig a n  A v e n u e , C h ica g o .
I d a h o — J e r e m ia h  W . R o b in so n , C. P . A., 
F i r s t  N a t io n a l  B a n k  B u ild in g , B o ise .
I n d i a n a — H . A. R o n e y , C. P . A., S ta te  L ife  
B u ild in g , I n d ia n a p o l is .
I o w a — I r a  B. M c G lad re y , C. P . A., M e r­
c h a n t s  N a t io n a l  B a n k  B u ild in g , C e d a r  
R a p id s .
K a n s a s — W ill ia m  H . M o b e rly , C. P . A., 
F o u r th  N a t io n a l  B a n k  B u ild in g , W ic h i ta .
K e n t u c k y — S. W . E s k e w , C. P . A., I n t e r -  
S o u th e rn  B u ild in g , L o u isv ille .
L o u i s i a n a — H e n r y  J .  J u m o n v il le ,  C. P . A., 
H ib e r n ia  B a n k  B u ild in g , N ew  O rle a n s .
M a in e — R ic h a rd  M. M ille t t ,  C. P . A., C h a p ­
m a n  B u ild in g , P o r t la n d .
M a r y la n d — J u l i a n  A. J e n k e l ,  C. P . A., 
A m e r ic a n  B u ild in g , B a lt im o re .
M a s s a c h u s e t t s — J a m e s  J .  F o x , C. P . A., 
L i t t l e  B u ild in g , B o s to n ;  H e r b e r t  F . 
F re n c h ,  C. P . A., 100 S u m m e r  S tre e t ,  
B o s to n ;  E d w in  L . P r id e ,  C. P . A., 40  
C e n tr a l  S tre e t ,  B o s to n ;  C h a r le s  F . R i t -  
te n h o u s e ,  C. P . A., 89 S ta te  S tre e t ,  
B o s to n .
M i c h ig a n — T h o m a s  H . E v a n s , C. P . A ., 
D im e  B a n k  B u ild in g , D e t r o i t ;  W . T. 
M cC o n n ell, C. P . A., F i r s t  N a t io n a l  
B a n k  B u ild in g , D e tro i t .
M i n n e s o t a — A r th u r  E . L ow , C. P . A., M e t­
ro p o l i ta n  B a n k  B u ild in g , M in n e a p o lis . 
M i s s i s s i p p i— T h o m a s  E . L o tt ,  C. P . A., C o­
lu m b u s  N a t io n a l  B a n k  B u ild in g , C o­
lu m b u s .
M is s o u r i— J. H . O’C o n n e ll, C. P . A., 408 
P in e  S tre e t ,  S t. L o u is .
M o n t a n a — H u g h  D. G a lu sh a , C. P . A., B o x  
1699, H e le n a .
N e b r a s k a — E lls w o r th  L. F u lk ,  C. P . A., 
S h a rp  B u ild in g , L in c o ln .
N e v a d a — E . S. L a T o u r r e t te ,  C. P . A., B o x  
30, R en o .
N e w  H a m p s h i r e — H ira m  B. H a s k e l l ,  C. P .
A., 922 E lm  S tre e t ,  M a n c h e s te r .
N e w  J e r s e y — C h a r le s  L. H u g h e s , C. P . A., 
738 B ro a d  S tre e t ,  N e w a rk ;  J a m e s  F . 
W e lc h , C. P . A., 129 M a rk e t  S tre e t ,  
P a te r s o n .
N e w  M e x ic o — F r e d  F e a s e l ,  C. P . A., B o x  
614, A lb u q u e rq u e .
N e w  Y o r k — A le x a n d e r  S. B a n k s , C. P . A.,
7 D ey  S tre e t ,  N ew  Y o rk  C ity ;  P a u l  
J o s e p h  E s q u e r re ,  C. P . A., 20 V e se y  
S tre e t ,  N ew  Y o rk  C ity ;  J . S. M. G oodloe, 
C. P . A., 165 B ro a d w a y , N ew  Y o rk  C ity ;  
L eo  G re e n d lin g e r ,  C. P . A., 13 A s to r  
P la c e , N ew  Y o rk  C ity ; C h a r le s  H e c h t,
C. P . A., 292 M a d iso n  A v en u e , N ew  Y o rk  
C ity ;  J o s e p h  J . K le in , C. P . A., 19 W e s t  
F o r ty - f o u r th  S tre e t ,  N ew  Y o rk  C ity ;  
M a r t in  K o r t jo h n ,  C. P . A., 10 E a s t  
F o r t i e t h  S tre e t ,  N ew  Y o rk  C ity ; S a m u e l
D. L e id e sd o rf , C. P . A., 125 P a r k  A v en u e , 
N ew  Y o rk  C ity ; J o h n  T. M a d d en , C. P . 
A., N ew  Y o rk  U n iv e r s i ty , W a s h in g to n  
S q u a re , N ew  Y o rk  C ity ;  W a l te r  A. 
S ta u b , C. P . A., 110 W il l ia m  S tre e t ,  N ew  
Y o rk  C ity ;  J o h n  R . W ild m a n , C. P . A., 
15 B ro a d  S tre e t ,  N ew  Y o rk  C ity .
N o r t h  C a r o l i n a — W ill ia m  H . Z im m e rm a n , 
C. P . A., P . O. B o x  902, A s h e v ille .
N o r t h  D a k o t a — A r th u r  B le g e n , C. P . A., 
211 W a lk e r  B u ild in g , F a r g o .
O h io — L. G. B a tte l le ,  C. P . A., 121 W e s t  
S eco n d  S tre e t ,  D a y to n ;  W a l t e r  D. W a ll, 
C. P . A., 44 W e s t  G ay  S tre e t ,  C o lu m b u s . 
O k la h o m a — W . I. N ic h o lso n , J r . ,  C. P . A., 
418 E x c h a n g e  B a n k  B u ild in g , T u ls a . 
O r e g o n — I. D. W o o d , C. P . A., 312 M a y e r  
B u ild in g , P o r t la n d .
P e n n s y l v a n i a — E r n e s t  C ro w th e r ,  C. P . A., 
1311 F i r s t  N a t io n a l  B a n k  B u ild in g , 
P i t t s b u r g h ;  H o ra c e  P . G riffith , C. P . A., 
F r a n k l in  T r u s t  B u ild in g , P h i la d e lp h ia ;  
E d w a rd  P . M oxey , J r . ,  C. P . A., 1416-18 
C h e s tn u t  S tre e t ,  P h i la d e lp h ia ;  G a rd n e r  
W . K im b a ll ,  C. P . A., 1416-18 C h e s tn u t  
S tre e t ,  P h i la d e lp h ia .
P h i l i p p i n e  I s l a n d s — Jo s e p h  A. S tiv e r ,  C. P .
A., P . O. B o x  1394, M a n ila .
P o r t o  R i c o — J. P e n a  R e y e s , C. P . A., D e ­
p a r tm e n t  o f F in a n c e , S a n  J u a n .
R h o d e  I s l a n d — E a r l  S. C la rk , C. P . A., I n ­
d u s t r i a l  T r u s t  B u ild in g , P ro v id e n c e . 
S o u t h  C a r o l i n a — W . F . O s te n d o rff , C. P .
A., 63 B ro a d  S tre e t ,  C h a r le s to n .
S o u t h  D a k o t a — F r a n k  L. P o l la rd ,  C. P . A., 
W a te r to w n .
T e n n e s s e e — E d w a rd  S. E l l io t t ,  C. P . A., 
B a n k  o f  C o m m e rc e  & T r u s t  B u ild in g , 
M e m p h is .
T e x a s — B. S. M o th e rs h e a d , C. P . A., 
H o lm e s  B u ild in g , F o r t  W o r th .
U t a h — S e y m o u r  W e lls , C. P . A., 922 K e a r n s  
B u ild in g , S a l t  L a k e  C ity .
V e r m o n t — O rr is  H . P a r k e r ,  C. P . A., 16 
S ta te  S t re e t ,  M o n tp e lie r .
V i r g i n i a — J . A. R e n n ie , C. P . A., S ta te  & 
C ity  B a n k  B u ild in g , R ic h m o n d .
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W a s h i n g t o n — P a u l  R . S tro u t ,  C. P . A., 
445-7 H e n ry  B u ild in g , S e a t t le .
W e s t  V i r g i n i a — P e r r y  M. M a c C u tc h e o n , C. 
P . A., P e o p le ’s B a n k  B u ild in g , C h a r le s ­
to n .
W i s c o n s i n — C a rl E . D ie tz e , C. P . A., 209 
W is c o n s in  A v en u e , M ilw a u k e e . 
W y o m i n g — C. H . R e im e r th , C. P . A., O. &
S. B u ild in g , C a sp e r .
STATE BOARD NEWS
IOWA
T h e G overnor of Iow a has appointed  
th e  fo llow in g  certified  public accountants  
to  th e  S ta te  Board of A ccountancy to  
fun ction  under th e  new  regu latory  law : 
E dw in  G. Prouty, D es M oines; I. B. Mc- 
G ladrey, Cedar R ap ids; and L. J. H ert- 
le in , F ort Dodge. T he Board h as organ­
ized w ith  E. G. P routy, C hairm an; I. B. 
M cGladrey, Secretary; and L. J. H ertlein , 
m ember.
NO RTH  CAROLINA  
W illiam  M. R uss, o f R aleigh , has been  
appointed by th e  G overnor as a  m em ber  
of th e  N orth  Carolina S tate  Board of 
A ccountancy to  succeed W righ t T. D ixon, 
resigned .
P H IL IP P IN E  ISL A N D S  
Salvador Lagdam eo, C. P. A., has been  
appointed to  th e  Board of A ccountancy  
of th e  P h ilip p in e  Islan ds to  succeed W. 
W . L arkin, C. P. A. T he board now  con­
s is ts  of V incente  Carmona, C. P. A., P res­
ident; D. T. D ik it, C. P. A., Secretary- 
T reasurer; Salvador Lagdam eo, C. P. A., 
Member.
B A W LS  A N D  C H A IN S
B y  U N C L E  B IL L
(P ro m  “T h e  P u b l ic  L e t te r ,” B e n to n  H a r ­
bo r, M ic h ig a n , M ay  1, 1929; p u b lish e d  
b y  E . F . B a rd , C. P . A .)
T he local m erchant is  b aw lin g  at chain- 
store in trusion ; he cannot be blam ed. 
The local m an has helped to  bu ild  up 
our c ity  in stitu tio n s  and contributed  
la rg e ly  to a ll charitab le  and public en­
terp rises. W hen m oney is  needed for  
som e public purpose th e  subscrip tion  
blank is  a lw ays passed to  th e  local m er­
chant, and he s ig n s up for w h at he can  
afford as a  good citizen . A sk a “Chain- 
store” m anager for a contrib ution  and he
Classified Advertisements
A dvertising copy for th is page should  be 
received in the office o f T H E  C E R T IFIE D  
PU BLIC  ACCOUNTANT not la ter than  the  
25th day o f th e  m onth preceding the m onth  
of publication. R ates for “H elp W anted” and  
"Situation W anted,” $3.00 per inch or frac­
tion  thereof (7  lines to  an  inch) for one in­
sertion. The rate fo r  “M iscellaneous” is  $5.00 
per inch for each insertion.
C O M P T R O L L E R  f o r  N a t io n a l  M a n u fa c tu r ­
in g  a n d  S a le s  I n s t i tu t io n .  M u s t b e  t h o r ­
o u g h ly  e x p e r ie n c e d  a n d  h a v e  f u l l  k n o w l­
e d g e  o f  m a n u f a c tu r in g  a n d  f in a n c ia l  
c o n tro l .  A b le  to  r e v is e  f a c to ry  a n d  
f in a n c ia l  sy s te m . In  r e p ly  o u t l in e  e x ­
p e r ie n c e . A n s w e rs  k e p t  c o n f id e n tia l. 
A d d re ss  T H E  C E R T IF IE D  P U B L IC  A C ­
CO U N TA N T, B O X  K 221.
w ill te ll you th a t the m atter m ust be re­
ferred to  th e  H om e Office, som ew here  
’w ay off, for he is  on ly  a h ired  m an and  
any donation he m akes m ust com e out 
of h is  ow n pocket. H e has no au th ority  
to  spend h is  concern’s m oney. H e buys 
no goods; a ll h is  su pp lies are shipped  
to  h im  from  headquarters, and as fa st  
as he se lls  them  he m ust rem it th e  cash  
received from  sa les. T he huge chain- 
store com binations buy in  large quanti­
t ie s  and get a  h eavy  discount. The litt le  
m erchant can  afford to  buy on ly  in  sm all 
qu antities and gets  no discount. The  
chain-stores can undersell h im  at any  
tim e. H e is  com pelled to  buy on tim e  
and g iv e  cred it; th e  chain-store buys for  
cash  and gets  an  extra  tw o per cent 
discount on  top of th e  w h olesa le  price  
and has no charge accounts or delivery  
service. N eith er  has it  an y  local in ­
vestm en t. I f a bu siness slum p occurs 
in  a tow n w h ere it  has “squatted” it  
can  pack up and m ove out; th e  local
M A R T IN  W . CO O KEROW , C. P. A. (N.
C. No. 42, 1918), of W ash ington , D. C., 
died su dd en ly  on Ju ly  1, 1929, fo llow in g  
an operation for appendicitis.
Mr. Cookerow w as born in  Centralia, 
Illin o is , in  1886, and had been a resident 
of W ash in gton  for tw enty-tw o years. H e  
w as graduated from  the G eorgetow n U n i­
v ers ity  L aw  School in  1911 and w as as­
sociated  for a num ber of years th ereafter  
w ith  the F ederal Trade C om m ission. For  
the la st severa l years he had been en­
gaged in  th e  practice of law  and account­
ancy in  the office of C. Bascom  Slem p. 
H e w as a m em ber of B arrister  Lodge,
F . A. A. M., a  Scottish  R ite  M ason and a 
m em ber of A lm as Tem ple of th e  Shrine. 
H e w as a charter m em ber of The A m eri­
can Society  o f Certified Public A ccount­
ants. H e is  survived  by h is  w ife , Mrs. 
A lm a Cookerow, and a son, M artin Cook­
erow.
AD AM  A V E R E L L  R O SS, C. P . A. (Pa. 
No. 16, June 13, 1899, and M ichigan  
No. 283, 1925), passed  aw ay a t h is  hom e  
in  A rdm ore, P en nsylvan ia , on June 15, 
1929.
Mr. R oss, w ho w as a m em ber of the  
firm of Lybrand, R oss B ros. and M ont­
gom ery, w as one of the o r ig in a l founders  
of the P en n sy lvan ia  A ssoc ia tion  o f Pub­
lic  A ccountants in  1897. H e served as  
Secretary of the P en n sy lvan ia  In stitu te  
from  1904 to  1906, and as P resident from  
1906 to  1908. H e w as a m em ber o f the  
P en n sy lvan ia  S tate  Board of E xam iners  
from  1911 to  1916. H e has a lw ays been  
a  prom inent and active  figure in  a ll m at­
ters p erta in in g  to the progress o f h is  
profession .
m erchant is  a  fixture; usu a lly  he ow ns  
h is  hom e, or is  s t i l l  pay in g  for one; he  
is  “anchored” for keeps; a ll h is  in terests  
are here; he is  rea lly  a  part of th e  tow n;  
h is  lit t le  a d v ertis in g  is  obscured by th e  
big  page ads of th e  chain-stores; he m ust 
depend for a  l iv in g  upon th e  good w ill  
of h is  neighb ors and personal acquaint­
ances. H is  is  a  lo sin g  battle.
In  th e  p ast 90 days tw o of our local 
m en have gone to  th e  w all. B y  m any  
years of hard w ork th ey  bu ilt up a bu si­
ness, but a t la st  have been forced to  quit. 
One has le ft  th e  c ity , th e  other is  w alk­
in g  th e  stree ts  look in g  for a job. O thers 
are on th e  brink, w a itin g  only to  drop 
out from  th e  unequal struggle . I t is  
p athetic . W e w onder if, w h en  th ey  are  
a ll gone and chain-stores are in  absolu te  
control w ill th ey  devour each  other or 
com bine in to  b igger concerns?
H ow  m uch of a  grip have th ey  now  
upon th e  trade of the c ity, or its  trade  
organizations?
E L IJ A H  B A T E S , C. P. A. (In d ian a  No. 
334, February 1, 1921), died in  Cleve­
land, Ohio, on A pril 21, 1929.
Mr. B ates w a s born in  H om ew orth , 
Ohio, in  1877. H e w as M anager of the  
Cleveland office of H ask in s & Sells un til 
1924, w h en  he resign ed  to  accept the po­
sitio n  o f Secretary-T reasurer o f the Mc- 
M yler-Interstate Com pany, of B edford, 
Ohio, m anufacturers of locom otive cranes, 
etc. In  A u gu st of 1928 he joined the  
firm of R. O. E astm an , Inc., m arket re­
search sp ec ia lists , of C leveland and N ew  
York.
Mr. B ates w as a m em ber of the Cleve­
land Cham ber of Com m erce, the C ity  
Club, the K iw a n is Club, the A m erican  
In stitu te  of A ccountants, the N ational 
A ssocia tion  o f Cost A ccountants, and T he  
A m erican  Society  of Certified P ublic Ac­
countants.
JO H N  L E W IS  F U L L IN G , C. P. A. (In d i­
ana No. 12, A p ril 17, 1915), of P h ila ­
delphia, Pa., passed aw ay on A pril 12,
1929.
Mr. F u llin g  w as born in  Princeton , In ­
diana, in  1876. H e tau gh t school for a 
num ber of y ears and w a s County Super­
in ten d en t of Schools for e ig h t years. H e  
w as field exam in er for the State  Board of 
A ccountancy of Indiana for tw o  years  
and w a s A ccountant for the P ublic Serv­
ice C om m ission o f Indiana for four years. 
For the past e leven  years he had been  
associated  w ith  the C. H . G eist Com pany  
o f P h ilad elph ia , a s T ravelin g  A uditor. 
H e w as a 32d degree M ason, m em ber of 
the W. O. W., and had been a  m em ber of 
The A m erican Society  o f Certified P ub lic  
A ccountants for the p ast five years.
IN MEMORIAM
Refer to 
Remington 
Rand
WH EN  it pertains to busi­ness methods and equip­
ment. . .refer to Remington Rand.
A  representative will call, offer­
ing expert and unbiased advice 
... suggesting office procedure of 
tried and proved value...  focus­
ing on all business, large or small, 
the combined knowledge and 
experience of the ten great div­
isions of the greater Remington 
Rand.
Here, indeed, is an organization 
and a service you can safely 
recommend.
Remington Rand Business Service Inc.
R em in gton  R and  B u ild in g , B uffalo, N . Y .
Sales Offices in all Principal Cities
R E M I N G T O N  K A R D E X  R A N D  S A F E - C A B I N E T  D A L T O N  P O W E R S  
K A L A M A Z O O  B A K E R - V A W T E R  L I N E - A - T I M E  L I B R A R Y  B U R E A U
W H E N  A N S W E R I N G  A D V E R T I S E M E N T S  M E N T I O N  T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T
A ccounting M achine
w ith  D irect M u ltip lica tion
T h e only accou n tin g  m a ch in e  th a t m u ltip lie s  
d irectly—p rin ts r e su lts  and to ta ls  by a s in g le  key  
d ep ressio n —h an d les com p lete ly  su c h  accou n tin g  
work as pro-rating, payroll, c o st  records, billing, e tc .
A lso typew rites, add s, su b tra cts , and a c c u m u ­
la te s  to ta ls . P o s ts  ledger and s ta te m e n t  and  
m a k e s  proof journal w ith d istr ib u tion —and s im i­
lar co m b in a tio n s o f  record s— sim u lta n eo u sly .
C all th e  lo c a l B u rro u g h s office  for  a  d e m ­
o n s tr a t io n  o f  th is  n ew  A c c o u n tin g  M a ch in e .
B U R R O U G H S  A D D I N G  M A C H I N E  C O M P A N Y
6408 SECOND BOULEVARD, DETROIT, MICH.
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DEVOTED TO THE INTERESTS OF TH E C. PA . HIS CLIENT, AND THE PUBLIC WELFARE
To Candidates
fo r the next C. P. A. Exam ination
IN  addition to its regular Course, the International Accountants Society, Inc., offers a special Coaching Course for Accountants who are planning to take th e C. P. A. 
Examination.
This Course w ill be supplied only to those who are already competent accountants, 
as no attempt is made to teach general accounting in  this course. The instruction is 
pointed directly at the C. P. A. Examination.
Something more than a knowledge o f accounting is necessary to insure success in  
the examination room.
Solving examination problems is vastly different from the usual work o f making au­
dits, installing systems, or conducting investigations. Many men with little or no practical 
experience can solve C. P. A. problems readily—many others with years o f experience 
flounder p itifu lly in  the examination room. WHY? The candidate is required to work 
at top speed. H e must work with lim ited information. He has to construct definitions. 
Very often it is necessary for him  to use unusual working sheets.
The C.P. A. Coaching Course given by the International Accountants Society, Inc., pre­
pares you to meet such conditions. The fee is $42 and the text consists o f twenty lessons.
P a rticu la rly  noteworthy features o f the tra in in g  are :
100 problems in  Practical Accounting w ith 
solutions and comments 
100 questions and answers in Accounting Law 
100 questions and answers in  Auditing 
100 questions and answers in  Theory of 
Accounts
Elaborate explanations and comments th a t in­
clude, in  addition to  th e  finished statements o r 
solutions, such item s as suggestions for "Notes 
to  the  Exam iner,” working sheets, side calcu­
lations, use o f proper terminology, and discus­
sions of authoritative opinions.
Problem s and questions (1) actually used in  
a C. P. A. o r an A. I. A. examination, o r (2) 
specially prepared to tra in  the  candidate in 
handling certain points likely  to  be encoun­
tered in  the examination.
Personal correction, criticism, and grading of 
every exam ination paper by a Certified Public 
Accountant who has him self passed the C.P. A . 
examination. T here are sixteen such Certified 
Public Accountants on the  Active Faculty  o f 
the  In ternational Accountants Society, Inc.
A  SP E C IA L  booklet, “ How to Prepare fo r the C. P . A . Examination,”  is now ready fo r  those 
who are interested. For a fre e  copy, just write your name and address below and mail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c ie t y ,  I nc.
A Division o f the 
A LE X A N D E R  H A M ILT O N  IN S T IT U T E
To the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
Send me the special booklet, " How to Prepare for the C. P. A. Examination,’’ 
which describes your special Coaching Course for accountants.
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“ There is only one thing in business that is certain, 
and that’s Change. I  don’t know what tomorrow is 
going to be like, but I  do know this— it’s bound to be 
different from  yesterday and today.” H e n ry  Ford.
THE ULTRA MARES CASE
T H E New  York Law  Journal for June 14, 1929, reported the decision of the Supreme Court of 
the State of New  York in what is known as Ultra  
Mares Corp’n v. Touche et al. as follows:
“This action w as tried before the court and a  ju ry  and resulted in 
a verdict for the plaintiff. Motions were made at the close of the 
plaintiff’s case and again at the conclusion of the trial to dismiss 
the complaint upon which decision w as reserved. A fter the rendition 
of a  verdict a motion was made to set same aside, as to which de­
cision also was reserved. Defendants are public accountants. In  
February of 1924 they were employed by Fred Stern & Company 
Inc. (hereinafter referred to as Stern), to audit its books and prepare  
a balance sheet as of December 31, 1923. The audit w as made and 
the balance sheet prepared. Attached to the balance sheet w as a 
certificate of defendants attesting to their examination and certify­
ing that the balance sheet w as in accordance therewith and repre­
sented in their opinion a true and correct view of Stern’s financial 
condition as of December 31, 1923. Defendants negligently per­
formed their work. The balance sheet prepared by them w as incor­
rect and showed Stern to be a going concern with assets greatly in 
excess of liabilities, whereas had defendants’ audit been carefully  
made the balance sheet would have shown that Stern w as insolvent. 
Defendants were not informed by Stern that the balance sheet was  
to be used by it for any particular purpose or that the same w as to 
be presented to any particular person or persons. They knew gener­
ally that the same would be used by Stern to evidence its financial 
condition; that it probably would be exhibited to banks or to 
creditors or to stock brokers or purchasers or se llers; that balance 
sheets prepared by auditors are used for the purpose of securing 
credit and that the balance sheet furnished by them might be used 
by Stern to extend loans, secure credit and to induce banks and 
others to advance money to i t ; also that lenders to whom Stern 
might apply for loans would probably rely upon the balance sheet 
as indicative of its financial condition. Beginning in March, 1924, 
and continuing for the balance of the year, plaintiff advanced to 
Stern large sums of money, relying upon the correctness of the 
balance sheet prepared by defendants. In the latter part of 1924 
Stern was adjudged a bankrupt. Some of the moneys so advanced 
were not repaid to plaintiff. It is to recover the amount of these 
unpaid advances that this action w as brought. Negligence is not 
actionable unless there is a breach of a duty owing by defendants 
to plaintiff. There must exist between the party inflicting the injury  
on the one injured some privity by contract or otherwise by reason 
of which the former owes some legal duty to the latter. Contractu­
ally, defendants owed no duty to plaintiff because no such relation­
ship existed between them, nor w as there such privity between the 
plaintiff and the defendants as to impose upon the latter a  liability  
to the former for their negligence in performing their contract obli­
gation with Stern. W hile  in this State a party may sue on a con­
tract made expressly for his benefit, though he is not a party thereto, 
the doctrine has not been extended so as to place upon the promisee 
under a  contract a duty to all who either potentially or incidentally 
may be beneficiaries thereof. The doctrine of beneficial interest is 
recognized as an exception to the general rule, which proceeds on 
the natural presumption that a contract is intended only for the bene­
fit of those who are parties to it, and therefore before a stranger can
avail himself of its benefits he must at least show that it was intended 
for his direct benefit. The right of the beneficiary to sue on con­
tracts made for his benefit is confined to a limited class o f cases 
( Seaver vs. Ransom, 234 N . Y., 233), in which this neither cate­
gorically nor in principle is included. To hold that defendants’ duty 
extended not only to Stern, but to a ll persons to whom Stern might 
exhibit the balance sheet and who would act in reliance thereon, 
would compel defendants to assume a potential liability to practically 
the entire world. The law  does not go so far, but limits the liability  
to those for whose direct benefit, to defendants’ knowledge, the work  
for Stern w as performed ( Savings Bank v. Ward, 100 U . S., 195 ; 
D ay v. Reynolds, 23 Hun, 131; Glawatz v. Peoples Guaranty Search 
Co., 49 A. D. 465 ; Derry v. Peek, L. R., 14 App. Cas., 337; L e Lievre  
v. Gould, 1 Q. B.. 491; National W ire & Steel Co. v. Hunt, 312 I l l ., 
245). The cases relied on by plaintiff are no authority to the con­
trary. In Glanzer v. Shepard (in  233 N . Y., 236), plaintiff, to de­
fendant’s knowledge, was a  direct beneficiary of the work performed 
by defendant. So also in the cases in other jurisdictions where 
liability has been fastened on abstracters, notaries, inspectors, etc., 
for negligently furnishing a  certificate or performing work, it has 
invariably been shown that the work w as to be performed or the 
certificate made to the knowledge of the one performing the work or 
issuing the certificate; that the same w as for direct use and benefit 
of the injured persons ( Economy Building & Loan Ass’n v. West 
Jersey Title Guaranty Co., 64 N. J. L., 27 ; Denton v. Nashville Title 
Co., 112 Tenn., 320; Murphy v. Fidelity Abstract & Title Co., 114 
Washington, 77 ; Western Loan Co. v. Silver Abstract Co., 31 Mont., 
448). International Products Co. v. Erie R. R. (244 N. Y., 331) 
merely holds that a negligent statement when acted upon by one to 
whom a duty is owing m ay be the basis for the recovery of damages. 
McPherson v. Buick Motor Co. (in  217 N . Y., 382) is an extension 
of the doctrine of Thomas v. Winchester (6 N . Y., 397), as libera­
lized by Devlin v. Smith (89 N . Y., 470) and Statler v. Ray Manu­
facturing Co. (1 95 N. Y., 478). The rule in these cases is that a  
person supplying goods or machinery which m ay be used by others, 
which articles were negligently made, are reasonably certain to place 
the lives and the limbs of others in peril, is under a duty to make 
same carefully, and the right to enforce liability for the manu­
facturer’s negligence is not confined to the immediate buyer, but 
extends to the persons or class of persons for whose use the thing is 
supplied. Liability in such cases is held to rest not upon contract or 
direct privity between the m anufacturer and the persons injured, 
but upon the general duty which the law  imposes on everyone to 
refrain from doing that which is dangerous to the lives and limbs 
of others. This doctrine has not been extended beyond personal 
injury cases. A s defendants were under no duty to plaintiff, no 
cause of action against them has been established, and hence the 
complaint must be dismissed. This determination renders unneces­
sary a consideration of the other grounds urged by defendant to 
set aside the verdict. Submit order on notice.”
It is expected that the case will be taken to the 
Court of Appeals of the State of New York. Until 
a higher court shall reverse the decision, it stands as 
law in this country, as, so far as we know, the special 
point involved has not been passed on by any other 
Supreme Court or Court of Appeals.
The decision touches on two points, although one 
is only of importance as illustrating the greater 
effect of the other.
The case in question was brought by the Ultra  
Mares Corporation against a firm of accountants 
who had been employed by Fred Stern & Company, 
Inc., to audit its books and prepare a balance sheet.
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The balance sh eet w h ich  w a s prepared  show ed F red  
S tern  & Com pany to  be so lvent, w h ereas i t  w as  
claim ed by th e U ltra  M ares C orporation th a t a t  th a t  
date S tern  & Com pany w ere in so lven t.
R ely in g  on th e audit, th e  U ltra  M ares C orporation  
had advanced m oney to  S tern  & Com pany and a t th e  
tim e o f th e bankruptcy  th ey  w ere  losers to  th e  
am ount o f  th e  unpaid balance. T he U ltra  M ares 
C orporation thereupon  undertook by su it to  recover  
from  th e  au d itors on th e  accuracy o f w hose audit 
and balance sh eet th ey  had relied .
D u rin g  th e  tr ia l th e  question  o f n eg ligen ce  on th e  
p art o f  th e au d itors in  th e  preparation  o f th e  report 
w as raised , and it  should be noted th a t th e  ju ry  and  
th e  court w ere  o f th e  op in ion  th a t th e  au d itors had  
been n eg ligen t. T he q uestion  w as, th erefore, squarely  
before  th e court as to  w h eth er  an au d it report  
con ta in in g  in accu racies and prepared w ith  n eg li­
gen ce on th e  p art o f th e  auditors, accord ing  to  the  
op in ion  o f th e  ju ry  and court, con stitu ted  grounds  
fo r  th e  recovery  by a th ird  p arty  fro m  th e  auditors  
fo r  losses su sta in ed  by reliance thereon.
W e have no in form ation  b efore us w ith  regard  to  
th e  ex ten t o f th e  errors show n by th e  report or w ith  
regard  to  th e  n eg ligen ce  referred  to  by th e  court. 
On general prin cip les w e are o f th e  op in ion  th a t th e  
ord inary  ju ry  is  n ot sufficiently fa m ilia r  w ith  au d it­
in g  procedure to  in te llig en tly  p ass upon th e question  
o f  n eg ligen ce. W e are not, th erefore, inclined  to  
accept a t fa ce  va lue th e  th eory  o f n eg ligen ce  w hich  
w a s adopted.
The effect o f th e  decision , how ever, is  all th e m ore  
ap parent in  v iew  o f  th e  pronouncem ents on th e  sub­
je c t o f n eg ligen ce . H ad th e  ju ry  and court taken  
th e  p osition  th a t th e  w ork  had been done properly, 
th e  decision  th a t th ere  w a s no cause o f action , w h ile  
i t  w ould  h ave had th e  sam e resu lt financially , w ould  
not have as w ell estab lish ed  th e  m ain  p rin cip le  in ­
volved  in  th e  case th a t no cause o f action  a g a in st th e  
accou n tin g  firm  had been  estab lished , because th ere  
w a s no contractual re la tion  involved .
W hat is  th e  im p ortan t fea tu re  o f th e  decision  as  
fa r  as accou n tan ts and th e  public are concerned?
The U ltra  M ares d ecision  affords th e  b est s in g le  
illu stra tion  w h ich  h as ever been p resented  o f  th e  
n ecessity  fo r  regu la tory  accou n tin g  leg isla tion .
I f  th ere  is  no resp on sib ility  to  th ird  p arties fo r  
reports prepared, th e  w a y  is  opened fo r  th e  un­
scrupulous auditor to  p ly  h is  trad e to  th e  in ju ry  o f  
th e  public and th e  detr im en t o f  th e  p ro fession . In  
th e  absence o f  regu la tory  leg isla tion , connivance be­
tw een  d ish on est c lien ts and w eak-kneed  accountants  
w ill be easy. The d eterren t fa c to r  o f  possib le  finan­
cia l loss w ill be m issin g . One such auditor in  a S ta te  
w ill ca st m ore d iscred it upon th e  p ro fession  th an  th e  
con scien tiou s w ork  o f  th e  rest o f th e  p ro fession  in  
th a t S ta te  can offset. R egu latory  law s are n ot needed  
in  an y  p ro fession  to  p rotect th e  public or th e  pro­
fe ss io n  a g a in st th e  w ork  o f th e  com petent and h on est
m em bers, b u t th ey  are needed to  p rotect th e  com ­
p eten t and h on est m em bersh ip  a g a in st  th e  ill effect 
of th e  in com petent and th e  w iles  o f th e  u n tru st­
w orthy.
T he action s o f th e  com p aratively  fe w  m em bers o f  
th e lega l p ro fession  w ho are annually  debarred by  
reason  o f th e ir  rasca lity  and th e  m ethods o f  p ractice  
of th e  com paratively  fe w  m em bers o f th e  m edical 
p rofession  w ho are annually  im prisoned  fo r  m al­
practice, reflect d iscred it on every  m em ber o f th e  
p rofession , and w ere it  n ot fo r  th e  regu latory  law s  
g o v ern in g  th ose tw o  p ro fessio n s th e  num ber o f  such  
m iscrean ts w ould  be g rea tly  increased , because  
hum an nature is  so co n stitu ted  th a t in d iv id u als w ill 
take large  chances w hen  a n tic ip a tin g  ex tra  rem uner­
ation .
W hile, th erefore, public accountants should be 
in terested  in  th e  U ltra  M ares decision , w hich , i f  
concurred in  by th e  C ourt o f A ppeals, w ould  re lieve  
them  o f  financial resp on sib ility  to  th ird  p arties fo r  
lo sses su sta in ed  as th e  resu lt o f incorrect reports  
fu rn ish ed , th ey  should rea lize  th e  danger o f such  a 
decision  in  in creasin g  th e  p ossib ility  of b r in g in g  in to  
th e  p ro fession  an  increased  num ber o f sharpers w ho  
w ould see in  such a decision  an  opp ortu n ity  fo r  p lay­
in g  a crooked gam e under th e  g u ise  o f an honorable  
p rofession .
T he m em bers o f th e  p ro fessio n  m ay n ot sa fe ly  rest  
on th e  assu m p tion  th a t th is  situ a tio n  can be pro­
tected  by th e  stren g th en in g  o f  p ro fession a l societies. 
T he p ro fession a l soc ie ty  on ly  contro ls its  m em bers 
and th e  ty p e  o f accou n tan ts w h o  need to  be feared  by  
b oth  th e  public and th e  p ro fessio n  w ould  n ot 
jeopard ize th e ir  chances by ap p lication  fo r  m em ber­
sh ip  th erein . The finest devised  se t o f  p ro fession a l 
eth ics ever adopted by any p ro fession a l organ ization  
fa ils  so fa r  as its  va lue is  concerned w h en  applied  to  
th ose  outside its  m em bership .
DIRECTO RS 1929-1930
F ir s t  D istr ic t— O rris H . P arker, C. P . A ., 16 S ta te  
S treet, M ontpelier, V erm ont.
Second D istr ic t— John T. M adden, C. P . A ., N ew  
Y ork U n iv ersity , W ash in gton  Square, N ew  Y ork  
C ity; W alter A . Staub, C. P . A ., 110 W illiam  
S treet, N ew  Y ork C ity.
T hird D istr ic t— Ju lian  A . Jenkel, C. P . A ., 810  
A m erican  B u ild in g , B altim ore, M aryland.
F ou rth  D istr ic t— P erry  M. M acC utcheon, C. P . A ., 
P eop le’s B ank B u ild in g , C harleston, W est V ir ­
g in ia .
F if th  D istr ic t— H. A . R oney, C. P . A ., S ta te  L ife  
B u ild in g , Ind ianapolis, Indiana.
S ix th  D istr ic t— A . L ee R aw lin gs, C. P . A ., L aw  
B uild ing , N orfo lk , V irg in ia .
Seven th  D istr ic t— Carl E . D ietze, C. P . A ., 209 W is­
consin  A venue, M ilw aukee, W isconsin .
E ig h th  D istr ic t— W . I. N icholson , Jr., C. P . A ., E x ­
change B ank B u ild in g , T ulsa, Oklahom a.
N in th  D istr ic t— E . S. L a T ourrette, C. P . A ., B ox  30, 
Reno, N evada.
T enth  D istr ic t— P au l R. S trout, C. P . A ., 445 H en ry  
B u ild in g , S eattle , W ash in gton .
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Accountancy Legislation and Administration
T H E  several S ta te  B oards hav in g  in  charge accountancy law s w ere  in v ited  in  May to prepare in d i­
vidual reports coverin g  the h istor ica l  
sta tu s in  th e ir  respective  S ta tes of the  
various m ethods adopted for th e  exam i­
nation , reg istration , regu la tion  or control 
of public accountants, b r in g in g  the figures 
dow n to  June 30, 1929.
T he than ks of th e  p rofession  are here­
w ith  tendered to  th e  m em bers of boards, 
largely , of course, to  th e  secretaries , for  
the a ss ista n ce  rendered in  su b m ittin g  
such  reports and m aking  possib le th e  pre­
sen ta tion  to  th e  p rofession  as a  w hole  
of a fa ir ly  com plete com posite p icture  
for the en tire  U n ited  S tates. In som e  
cases it  w as necessary  to  call in  outside  
assistan ce. Only three boards fe lt  th a t  
it  w as n ecessary  to  officially decline.
It is  true th a t m any of th e  questions  
w h ich  w ere asked could not be answ ered  
by ind iv idu a l boards due to  th e  fact th at  
in  m any cases th e  early  records had been  
lost, so th at practica lly  a ll th a t th e  Board  
now  had of th at early  h isto ry  w as a l is t  
of those persons to  w hom  certificates had  
been issu ed . In  som e cases th e  secre­
tar ies can on ly  guess as to  w hen  th e  cer­
tificates w ere granted.
In  presen tin g  figures from  tim e to  tim e  
in  th is  report, and esp ecia lly  in  th e  full- 
page table, one m ust q u alify  them  by the  
sta tem en t th at th ey  are as presented  to  
th e  best kn ow ledge and b elie f of th e  com ­
p iler  and th e  in d iv id u a ls fu rn ish in g  the  
orig ina l in form ation . F or instan ce, th e  
table, in  w h ich  there is  se t forth  the  
num ber of certificates issu ed  in  each year  
from  the date w h en  th e  law  in  each S tate  
w as first passed, m ay be subject to  som e  
inaccu racies betw een  a d jo in in g  years. In  
som e cases the boards g iv in g  a fa ll ex­
am ination , for in stan ce , com pleted th e  
m arking of the papers and issu in g  of 
the certificates in  th e  sam e year. In  
other cases none of th e  w ork w as com ­
pleted  un til the fo llo w in g  year. Som e­
tim es th e  certificates w ere dated back to  
th e  tim e w h en  th e  exam in ation  w as held  
and som etim es th ey  w ere dated a s of th e  
tim e w h en  th e  m ark ing  w as com pleted. 
In a few  cases part of the w ork had been  
com pleted in  th e  year in  w h ich  g iven  and  
the certificates issu ed  as of th at date, and  
a few  of the papers w ere held  open and  
d ecision s not reached u n til th e  early  part 
of th e  fo llo w in g  year w h en  certificates  
w ere dated as of th a t year.
H ow ever, w e be lieve  th a t th e  p resen ta­
tion  is  sufficiently accurate so th a t a  gen­
eral p icture can be obtained by all, and  
then each S tate  Board can, w ith  its  own  
report before it, very  e a sily  determ ine its  
relation sh ip  to  th e  w hole  problem . The
By DURAND W. SPRINGER, C. P . A.
[R eport prepared for Saturday m orn­
in g  sess io n  of T he A m erican Society  A n­
nual M eeting, Septem ber 7, 1929.]
va lue of th is  stu dy  w ill co n sist not so  
m uch in  th e  stu dy  itse lf  a s in  th e  use  
to  w h ich  it  is  put by the severa l boards. 
B y com parison it  w ill be possib le to  en­
deavor to  p lace th e ir  ow n S ta te  on a  
b asis w h ich  sh a ll a t lea st reach th e  aver­
age of the en tire  country, w h ich  effort 
w ill, in  turn, ra ise  the standard of the  
profession .
If, as a  resu lt of th is  study, S tate  
Boards sh a ll keep better records in  the  
fu tu re th an  th ey  have in  th e  past, w e  
m ean on th e  average, because in  m any  
cases th e  boards w ere able to  answ er  
every question  th a t w as put to  them , then  
th e  stu d y  w ill have been w orth  w h ile .
A. O rganization H istory.
One law , K ansas, co n ta in s one sta te ­
m ent w h ich  m igh t be w ell introduced in  
a ll law s: “T h is A ct is  specifically  de­
signed  to  encourage proficiency in  the  
practice of accou nting  as a profession , to  
prom ote efficiency in  the practice of ac­
cou n tin g  m ethods, both in  public and pri­
v a te  a c tiv ity  and to  extend to  public of­
fices as w ell a s to  private concerns the  
protection  afforded by a standardized pro­
fessio n .”
S ta te  Board of A ccountancy is  the of­
ficial nam e in  a m ajority  of the law s for  
the a d m in istra tion  group. Other nam es  
th at are used are: Board of E xam iners, 
S tate  Board of Certified A ccountants, 
State  Board of C. P. A. E xam iners, S tate  
Board of Certified Public A ccount­
ants, Board of R eg istra tio n  of Certified  
Public A ccountants, Board o f E xam iners  
for th e  E x a m in ation  of A ccountants, 
S tate  C. P. A. E xam in ation  Com m ittee, 
S tate  Board of Public A ccountancy, Board  
of E xam in ers o f A ccountants, Board of 
E xam iners in  A ccountancy, Board of Pub­
lic  A ccountants, Board for th e  E xam ina­
tio n  of P ublic A ccountants and E xam in­
in g  Com m ittee.
In  a few  S ta tes th e  ad m in istra tion  is  
under th e  ju r isd iction  of other S tate  de­
partm ents such as: D epartm ent of Law  
E nforcem ent, D epartm ent of R eg istra tion  
and E ducation , Board of B an k in g  Com­
m issioners, D iv isio n  of A u d its and Ac­
counts of th e  D epartm ent of F inance, D e­
partm en t of R egistra tion , D epartm ent of 
L icenses, w h ile  in  four S ta tes the Board  
carries the usual title , but is  com posed of 
S tate  officials w ho by v irtu e  of th e ir  office 
com pose the S tate  Board of A ccountancy.
T he accountancy law s w ere passed  be­
tw een  th e  year 1896, w h en  N ew  York  
secured th e  first, and th e  year 1927, w h en  
Porto  R ico com pleted  th e  lis t. E ig h t  
S ta tes enacted  C. P. A. leg is la tio n  in  1913, 
w h ich  w as the banner year, fo llow ed  
c lo se ly  w ith  s ix  in  1915, and five law s  
w ere added in  1909.
B y  a bare m ajority  the S tates reported  
th at leg is la tio n  w as secured on th e  first 
attem pt, w h ile  th e  largest num ber of a t­
tem p ts prior to  su ccess w as five.
E ig h teen  S ta tes have th e ir  or ig inal 
law . T w enty-three have had but one  
am endm ent, three have had tw o, four  
have had three. V erm ont and N ew  York  
have each had four and P en n sy lv a n ia  has 
am ended its  law  five tim es. N in e  S tates  
have passed tw o com plete law s and M ich­
igan  has had three.
B. Q ualifications F o r M em bership on
B oard  and  I ts  Personnel.
T hree-fourths of th e  Boards are ap­
poin ted by th e  G overnor of the State. In  
N ew  York th e  Board of R egen ts of N ew  
York U n iv ersity  m akes th e  appointm ent. 
In  I llin o is  the P resid en t of the S tate  U n i­
v ers ity  m akes th e  appointm ent to  the
C. P. A. Board, w h ile  in  K ansas and  
M ontana th ey  are appointed by th e  Chan­
cellor of th e  S tate  U n iversity . In the  
D istr ict of Colum bia th e  appointm ent is  
m ade by th e  D istr ic t C om m issioners, in  
Idaho by th e  D irector of L aw  E nforce­
m ent, in  I llin o is  the Board of P ublic Ac­
countant E xam iners by th e  D epartm ent 
of R eg istra tion  and E ducation , in  U tah  
by the D irector of R egistra tion , in  W ash­
ington  by the D epartm ent of L icenses, 
and in  th e  P h ilip p in e  Islan ds by the Sec­
retary  of Com m erce and C om m unications.
T hirty-five of th e  governm ental u n its  
have boards com posed ex c lu siv e ly  of cer­
tified  public accountants. S ix  have boards 
of C. P. A ’s and one attorney. T h irteen  
have other typ es of boards. Idaho has  
tw o  C. P. A. m em bers and th e  D irector  
of Law  E nforcem ent. T he Board of Pub­
lic  A ccountant E xam iners in  I llin o is  is  
com posed of one certified public account­
ant, one public accountant and one a t­
torney. T he In d iana  Board is  com posed  
of th e  S tate  E xam iner and tw o D eputy  
S tate  E xam iners. T he M aryland Board  
co n sists  of three certified public account­
ants, one a ttorn ey  and an econom ist. The  
M ichigan Board has three certified m en, 
one attorn ey  and th e  G overnor. T he N e­
braska Board h as tw o  certified public  
accou ntants and the S tate  A uditor of 
P ublic A ccounts. T he N ew  H am psh ire  
law  is  adm in istered  by the S tate  B ank ing  
C om m issioners. In O klahom a th ere  is  
one certified  public accountant, th e  State
T
ab
le
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E xam iner and Inspector of A ccounts, and  
th e  A ttorney  G eneral. In  P en n sy lvan ia  
there are three certified public account­
ants, tw o  attorn eys and th e  Superin tend­
en t of P ublic In struction . In . South  D a­
kota, th e  D irector of F in ance, th e  State  
A uditor and th e  A ssista n t D irector in  the  
D iv isio n  of A u d its and A ccounts com pose  
the Board. In U tah there are three cer­
tified public accou ntants and th e  D irector  
of th e  D epartm ent of R egistra tion . In  
V erm ont the Board inc lu des th e  D irector  
of A ccounts, th e  S ta te  T reasurer and the  
C om m issioner of B an k in g  and Insurance. 
In  V irg in ia  th ere  are three certified pub­
lic  accountants, one a ttorn ey  and an  
educator.
In  th irty-five of th e  S ta tes th e  certifi­
cates are issu ed  by th e  Board, in  four  
S tates variou s S tate  officials fu n ction in g  
as a Board. The G overnor issu es them  in  
seven  S ta tes and th e  Secretary of S tate  
in  three. In  Illin o is , K ansas, M ontana  
and N ew  York th ey  are issu ed  by the  
U n iversity . The T ennessee  certificates  
are issu ed  by th e  R eg istrar  o f  T rades and  
P rofession s, th e  U tah  certificates by the  
D epartm ent of R egistra tion , th e  W ash­
ington  certificates by th e  D epartm ent of 
L icenses and the Porto  R ico certificates  
by th e  E xecu tive  Secretary. In I llin o is  
th e  P ublic A ccountant and annual R eg is­
tra tion  certificates are issu ed  by the D e­
partm ent of R eg istra tion  and E ducation .
Only one law , O klahom a, specifically  
refers to  the con ferrin g  of a “degree” and  
th at law  issu es th e  degrees o f  “Certified  
C om m ercial A ccountant,” “Certified Mu­
n icip a l A ccountant,” and “Certified Pub­
lic  A ccountant,” depend ing upon the k ind  
of exam in ation  taken . A nother provision  
in  th e  law  a lso  specifically  g iv es to  the  
holder of such a certificate th e  r ig h t to  
te s tify  in  court as an  expert. T he law s  
of tw o other States, in  th e  chapters re­
la tin g  to reciprocity, au th orize  th e  recog­
n itio n  of a “degree” issu ed  by another  
State.
The m ost com m on term  of office is  three  
years as the m ajority  of th e  boards have  
three m em bers, and th e  len gth  of service  
is  u sually  determ ined by th e  num ber of 
m em bers on the Board. A ll of the States, 
w ith  tw o exceptions, have staggered  ap­
poin tm ents w h ich  insures, except as the  
app oin ting  pow er w ith h o ld s appoint­
m ents, th a t th e  personnel of th e  Board is  
gradually  changed rather th a n  com pletely  
changed a t any one tim e.
Of the appointm ents to  the Board, as 
nearly  as can be determ ined, e lim in a tin g  
of course a ll w ho serve thereon  by reason  
of ho ld in g  other S tate  offices, it  is  e s t i­
m ated t hat 66 per cen t have been ap­
pointed  as th e  resu lt of p rofessional en­
dorsem ent, 20 per cen t have been ap­
pointed as the resu lt of p o litica l influence  
and 14 per cent have been appointed as 
the resu lt of personal acquaintance w ith  
the app oin ting  power.
P ra ctica lly  h a lf of th e  S tate  soc ieties
recom m end to  th e  app o in ting  pow er those  
th ey  w ou ld  lik e  to  have nam ed and in  
m ost cases th e ir  n om inees have been ap­
pointed. Som etim es th e  so c iety  nom i­
n ates but a  s in g le  in d iv id u a l and in  other  
cases th ey  nom inate from  tw o to  five for  
each vacancy  th a t is  to  be filled.
T he law  of one S ta te  provides th a t th e  
ap p o in tin g  pow er should  “g ive  due con­
sideration  to  th e  recom m endations by the  
m em bership of th e  p rofession ” in  ap­
poin tm ents to  th e  Board.
Two S ta tes provide th at no m em ber of 
th e  Board m ay be reappointed for a pe­
riod of three years, w h ile  one law  pro­
vides th a t a  Board m em ber m ay serve  
for on ly  tw o consecutive term s and an­
other law  provides th a t no Board m em ­
ber be appointed to  succeed h im self.
One law  provides that no m em ber of 
the Board m ay belong to  th e  fa cu lty  of 
any school of accou nting  or be financially  
in terested  in  th e  m anagem ent of such  
school or in stitu tio n .
One law  provides th a t no m ore than  
tw o m em bers of th e  Board sh a ll belong  
to  the sam e p o litica l party.
A s reported, th e  fo llo w in g  in d iv id u a ls  
have served for a period of ten  years or 
over on th e ir  respective  boards, those w ho
are at present m em bers of th e  Board be­
in g  starred and those w ho are State  of­
ficials also  h a v in g  a dagger:
Nam e. S tate. Years.
*John F. Forbes, C aliforn ia  ________  22
*J. P . Goddard, U tah _______________  20
*F. A. Sm ith , M issouri ______________  19
E. S. T hom as, Ohio ________________  18
W alter M ucklow, F lorida _________  17
*G. V. W. Lym an, L o u is ia n a ________  16
C harles S. M cCulloh, N ew  York ____  16
*D. W. Springer, M ichigan _________  16
P eter  T. W right, D elaw are ________  15
E lk in  M oses, L ou isian a  ____________  15
*Jam es S. M atteson, M innesota _____  15
W illiam  Dolge, C aliforn ia  ________  14
R eynold  E. B ligh t, C aliforn ia  _____  14
John A. H ansbrough, F lorida  _____  14
C harles E. W erm uth, L o u is ia n a ____  14
*E. M. W ilson, Oregon ______________  14
*F rank W ilbur M ain, P en n sy lv a n ia .. 14
*†L. F. Orr, Indiana ________________  13
*†W.  G. Owens, Indiana ____________ 13
*H orace P. Griffith, P en n sy lvan ia  —. 13
H. W. H ennegin , A rkansas ________  12
Sim on Bloom , A rkansas ___________ 12
John T. Fagan, M aine _____________  12
E dw in  L. Pride, M assachusetts ____  12
*D aniel B. L ew is, M assachusetts ___ 12
F rederic  A. T ilton , M ichigan ______  12
W. D. M angam , M ontana __________ 12
*D. J. Su llivan , N evada _____________  12
Arthur B erridge, Oregon ___________ 12
L ew is G. F ish er, Rhode Island ____  12
*†J. E . Truran, South D akota ______  12
*†B enjam in  Gates, V erm ont ________  12
*David A. Jayne, W est V irg in ia  ____  12
*B enjam in A. K iekhofer, W isconsin  __ 12
Joel H unter, G eorgia ______________  11
Carl A. Penner, W isconsin  ________  11
*George T. R osson, A labam a _______  10
Nam e. S tate . Years.
*C. A. W eidler, A rizona _____________  10
*B. W. Bours, C aliforn ia  ____________  10
John Starkw eather, C onnecticut ___  10
*G eorge H. Ford, F lorida ___________ 10
*H ubert V. F oy, F lorida ____________  10
*J. H. O’Connell, M issouri ___________ 10
*E dw ard F raser, M issouri ___________ 10
H. S. W iggin s, N ebraska ----------------- 10
*Seth  L. R oberts, Oregon ___________ 10
*Joseph M. Pugh, P en nsy lvan ia  ____  10
G eorge Clark, T enn essee  ___________  10
F. P. G reene, W ash in gton  _________  10
W. D. B atchelder, W yom ing _______  10
C. B oard  M eetin g s.
T he average num ber of board m eetings  
held  each of th e  la st five y ears w as 324, 
ran g in g  from  one m eetin g  each year in  
three of th e  sm aller  S ta tes to an  average  
of tw en ty  m eetin gs in  each of tw o of the  
larger States, it  being  found th at the  
S tates w ith  regu latory  law s have a larger  
average num ber of board m eetings each  
year th an  th e  other S tates of the sam e  
corresponding size.
T he average len gth  of the m eetings, 
ex clu siv e  of th e  exam in ation s, during th e  
la st five years, as reported, has been three  
and three-fourths hours.
D . F in a n c e .
T he com pensation  received by m em ­
bers has varied  from  n o th in g  in  som e  
States to  in  the neighborhood of $400 a  
year, each, in  other S tates. M ost of th e  
law s provide that the expenditures m ust 
be kept w ith in  th e  receipts. M ost of th e  
law s provide th a t th e  m em bers m ay re­
ceive a per diem , va ry in g  from  $5 to  $15, 
for serv ices ac tu a lly  rendered, in  add ition  
to  expenses actu a lly  incurred.
P en n sy lvan ia  a llow s specia l com pensa­
tion  for th e  Secretary, elected  by th e  
Board from  outside its  ow n m em bership. 
In  C aliforn ia  th e  sam e m em ber of the  
Board, e lected  as Secretary, is  serv in g  as  
Secretary  of th e  C aliforn ia  S tate  Society  
and in  P en n sy lv a n ia  th e  ind iv idu a l 
elected  by th e  Board as Secretary, a l­
thou gh  not a m em ber, a lso  serves as Sec­
retary  for th e  P en n sy lv a n ia  In stitu te . 
T h is plan cen tra lizes the records for both  
organ izations and is  apparently  very  
satisfactory .
It is  apparent from  th e  reports that 
the com pensation  of the boards of ac­
countan cy  is  nearly  on a par, w here the  
incom e from  th e  Board is  sufficient to  
enable th e  per diem  rates carried  by th e  
law  to  be paid, w ith  th e  com pensation  
paid to m em bers of th e  other professional 
boards in  th e  severa l States.
In  tw o-th irds of the S tates th e ir  re­
ceip ts are deposited  w ith  the S tate  and  
the expenses are paid through State  chan­
nels, w h ile  in  one-third of th e  S tates the  
Board reta in s th e  receipts and pays its  
ow n expenses.
E . L icen se .
All of the S ta tes w ith  regu latory law s, 
except M aryland, have an annual reg is­
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tra tio n  fee: L ouisiana, $3; F lor id a  and  
Iow a, $10; I llin o is , $1; and th e  others, 
$5. T he to ta l r eg istra tio n  th is  year for  
th e  regu latory States, not in c lu d in g  Iowa, 
w h ose law  is  ju st in  effect, is  3,355.
B esides th ese  S tates, C alifornia, 
H aw aii, Idaho, Indiana, K entucky, N ew  
H am pshire, N evada, Oregon, South Caro­
lina, T exas, U tah, and W ash in gton  have  
ann ual reg istra tion  fees ran g in g  from  $1 
to  $5. T he tota l reg istra n ts in  th ese  
S tates th is  year is  2,558. *
One of th e  law s provides th a t each  
holder of a C. P. A. certificate m ust re­
cord the sam e in  the office of the county  
clerk  and m ust keep th e  sam e disp layed  
in  h is  own office.
O ccupational ta x es w ere reported by  
c itie s  in /o r  the S ta tes of A rkansas, F lor­
ida, H aw aii, K entucky, L ouisiana, N ew  
M exico, N orth  Carolina, T ennessee  and  
V irgin ia , som e being  specifica lly  fixed at 
from  $15 to  $50 a year, o thers be ing  based  
on incom e. In  L ouisian a  th e  tax  is  one- 
half of th at w h ich  w ould have been lev ied  
for a b u siness licen se  of th e  sam e corre­
spond ing size. In  Oregon 10 per cen t of 
th e  Board incom e is  transferred  to  the  
General S tate  Fund.
Three law s require certificate holders  
to  g ive  a bond to  the State, but no action  
has ever been brought to  recover thereon.
F. W aiver Certificates.
All but three S ta tes reported the issu ­
ance of w aiver certificates, ran g in g  from
2 to  218 in  num ber. In  m ost cases but 
one se t of w aiver certificates w as issu ed —  
th a t granted p ractitioners w h en  th e  law  
w as first passed. In three S tates a second  
group of w aiver certificates w as issu ed  
and in  one S tate  a th ird  group. The tota l 
num ber of w aiver certificates issu ed  was, 
as show n by the accom panying table by 
States, 1,864. T he to ta l num ber of holders 
of w aiver certificates practic in g  as of 
June 30, 1929, w as 691, practica lly  one- 
th ird  of w hom  are in  tw o governm ental 
un its. (I t  w ill be noted th a t th ese  figures 
are sm aller  than  in  an  a rtic le  in  our F eb­
ruary issue. In tw o  reports g iven  us at 
th at tim e an in terchan ge of figures for  
w aiver and reciprocal certificates had  
been m ade.)
G. Recognition.
In th e  questionnaire as or ig in a lly  sen t  
out, th is  section  w as designated  as R eci­
procity, because th at is  th e  term  by w hich  
accou ntants have been m ore in  the habit 
of in d ica tin g  th e  recogn ition  of certifi­
cates granted by other S ta tes th an  in  any  
other w ay and it is  the m ost frequently  
used term  in  the law s. T he variou s re­
ports show ed th at th e  term  “R ecogn ition ” 
m ight better be applied in  d iscu ssin g  th is  
problem  in  th e  future. T he actual s itu ­
a tion  is  as fo llow s: Som e S tates have a  
provision  under w h ich  boards m ay recog­
nize the certificate of another State, pro­
vided  th e  other S ta te  Board recognizes
those w h ich  it  issu es, and w hen  th at is  
done w e have a c lear in stan ce  of R eci­
procity. In  som e law s th e  Board is  
granted the r ig h t to recognize any cer­
tificate  issu ed  by another S tate  w h ich  it  
considers of a sta n d in g  equal to  its  own, 
regard less of w h eth er th e  other S tate  
recognizes its  certificates. In  other law s  
the Board is  perm itted  to recognize cer­
tificates issu ed  by foreign  accou nting  so­
c ie tie s  and of course recip rocity  under  
those cond itions is  abso lu tely  im possib le. 
Some( S tates have recognized certificates  
of m em bership in  th e  A m erican In stitu te  
and there, again , it  is  a  m atter of recog­
n itio n  rather than  of reciprocity .
From  th e  reports presented  and the  
records w h ich  w e have, it  is  found th a t  
the on ly  boards w h ich  have not issu ed  
w h at m igh t be term ed “R ecogn ition ” cer­
tificates, are A laska, Georgia, Illin o is , 
M assachusetts, Nebraska, N ew  M exico, 
Porto R ico, South  Dakota, and W est V ir­
g in ia . Four of th e  S tates, C alifornia, 
M ichigan, M innesota, and W isconsin , 
have each issu ed  over one hundred such  
certificates, C aliforn ia  p assin g  the tw o  
hundred m ark.
It appears that seven  boards have  
recognized 171 certificates o r ig in a lly  is ­
sued by foreign  countries and four boards 
have recognized 33 certificates issu ed  by 
th e  A m erican In stitu te .
A considerable num ber of certified pub­
lic  accountants have not on ly  received a 
certificate in  one other State, but in  sev ­
eral, tw o hold in g  certificates from  e ig h ­
teen  S ta tes other th an  th eir  orig inal, ten  
others from  at least ten  other S tates than  
the orig inal, tw enty-tw o from  at least five 
States other than th eir  or ig inal, and tw o  
hundred and tw enty-seven  from  two, 
three or four extra  States. The total 
num ber of recogn ition  certificates issued  
w as 1,712.
H . E xam inations.
Four-fifths of th e  S ta tes announce ex­
am in ation s tw ice  a year. Three-fourths  
of them  actu a lly  g ive  exam in ation s tw ice  
a year. Som e of th e  boards did not re­
port as to th e  average num ber s it t in g  at 
an exam ination , but it  is  probable th at  
in  th e  neighborhood of 3000 persons take  
th e  C. P. A. exam in ation s each year.
T he questions prepared by th e  A m eri­
can In stitu te  are used in  37 States. The  
m arks g iven  by the In stitu te  are used by  
ten  of th e  boards and a ll th e  others, 
w h ile  u s in g  th e  In stitu te  questions, do 
th e ir  ow n m arking. One-fourth prepare  
th e ir  own qu estion s and do the ir  own  
m arking. In  m ost cases th e  en tire  Board  
passes on a ll o f th e  papers in stead  of the  
m em bers m ark ing  on specific subjects, 
except in  the case of law . One State  re- 
ports 85 as th e  p a ssin g  m ark, four report 
70 as the p a ssin g  m ark, one reports 70 in  
som e subjects and 75 in  others and the  
other S ta tes report 75 per cen t required  
in  each subject.
One law  requires th at a copy of th e  
exam in ation  qu estion s sh a ll be filed w ith  
th e  S ta te  L ibrarian.
Tw o law s provide th at th e  exam in ation  
papers sh a ll be kept by the Board for  
n in ety  days, during w h ich  tim e th ey  sh a ll 
be accessib le  to  an y  app licant w ho m ay  
desire to  exam in e th e  papers w h ich  he 
w rote. The ru les of another Board per­
m it an y  candidate w ho has fa iled  to  pass  
to  com pare h is  papers w ith  those of sev­
eral su ccessfu l candidates.
One law  provides th at if  a regu larly  
enrolled  attorn ey  sh a ll s it  for th e  exam i­
nation  he sh a ll be exem pt from  that por­
tio n  of th e  sam e coverin g  com m ercial law.
In four of th e  S ta tes th e  educational 
qualifications of app licants are passed on 
by th e  S tate  D epartm ent of E ducation .
Incom plete retu rn s w ere had as to  the  
num ber of different persons w ho had  
taken  th e  exam in ation s, the num ber w ho  
passed the first exam in ation  and the  
num ber w ho passed the second exam in a­
tion , but from  th e  returns w h ich  w ere  
received  it  is  probable th at the num ber  
p a ssin g  the second exam in ation  w h ich  
th ey  had taken  is  about three-fourths  
the num ber p assin g  the first exam ination . 
T he percentages varied  greatly  in  th e  
States, as it  is  apparent from  the reports 
th a t th ey  w ere m uch larger w here greater  
care has been  taken  in  the adm ission  of 
candidates to  th e  exam in ation . T he com ­
plete reports from  n in eteen  S ta tes show ed  
th e  low est p assin g  percentage of a ll per­
sons ta k in g  the exam in ation  in  any  one  
S tate  to  have been 18 and the h ig h est to  
have been 78.
Four S ta tes each reported th at th ey  
had a candidate w ho had been su ccessfu l, 
tw o a t th e  ten th  tr ia l, one at th e  th ir ­
teen th , and one at the six teen th . T hey  
w ere cer ta in ly  persevering.
F iv e  S ta tes report no c itizen sh ip  re­
qu irem ent for adm ission  to th e  exam in a­
tion , n in eteen  require fu ll c itizensh ip  and  
tw enty-n in e require only  first papers. 
Tw enty-one years is  the age requirem ent 
in  m ost S tates, a lth ou gh  one adm its at 
n in eteen , one requires tw enty-three and  
three require tw enty-five.
The law s of fifteen u n its  do not have a  
residence or office-for-practice require­
m ent, n in e require residence, s ix  require  
an office and tw enty-three w ill accept 
eith er. Only three S ta tes do not require  
a h igh  school education or its  equivalent. 
T he practice requirem ents vary from  
none to  five years and a lso  vary w ith  re­
gard to  th e  a llow ances for su b stitu tio n s. 
T he la rg est num ber of S tates require  
three years of public accou nting  experi­
ence, but m ost of those  w ith  a three, 
four, or five year requirem ent have pro­
v is io n s  under w h ich , by reason of ad­
vanced stu dy in  accou nting  subjects, 
eith er  through correspondence or in  
schools of bu sin ess adm in istration , or by 
reason of experien ce in  private  account- 
(C o n tin u e d  o n  p a g e  281)
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Corporation
I T is  an  unquestionable tru ism  that a thorough appreciation, and an ap­preciable un derstand in g  of law , not 
only  of its  p rincip les but of its  applica­
tion , sign ificance and effects, are valuab le  
a ssets  to  th e  accountant. In  v iew  of th is  
a d iscourse on the law  and its  rela tion  to 
accountancy m ay be apropos. T he sub­
ject is  a colossal undertak ing, and one 
that requires th e  m a rsh a llin g  of a ll the  
energies one possesses in  order to  present 
a thorough and com plete d isserta tion  on  
it. The rew ard is  kn ow ledge in  work  
w ell done.
I feel the subject can best be treated  
i f  w e subdivide the law  in to  its  various 
phases. A  fertile  su bd iv ision , and one of 
considerable im portance is  the relation  
of Corporation L aw  to  A ccounting.
To the accountant and aud itor it  be­
com es necessary  and im portant th at he 
understand th e  lega l sign ifican ce and legal 
term inology  in  m atters th a t are closely  
allied  to h is profession . Of course, it  is  
not expected th at th e  accountant be a 
B lackstone and be versed  in  the m any  
problem s of the Law  th a t are purely  lega l 
in  a ll their  aspects. W e hope, o fttim es  
in  vain, th at som e of our law yers em u­
late, even if  only to a sm all degree, the  
w ays of th is  lega l lum inary.
T he accountant qu ite freq uently  is  
called  in to  consu ltation  as a financial ad­
visor. H e is  in  conference very  often  
w ith  m em bers of the bar and he is  ex­
pected to be conversant in  corporate m at­
ters. H e is  expected  to  understand the  
language of the corporate law yer especi­
a lly  w hen  used in  m atters of finance and 
bu siness. The m ost thorough w ay  that 
the accountant can stu dy  th e  term inology  
and lega l sign ificance of corporation law  
is to  get hold of the sta tu te  books of h is  
sta te  that deal w ith  corporations and  
w ade through them . T h is obviously  is  
irksom e and laborious, esp ecia lly  so w hen  
one is  not tra in ed  to  appreciate such  
term s as “hereinbefore m entioned ,” “said  
party of the first part,” “ad in fin itum .”
T he corporate law s throughout the  
U nited  S ta tes are s im ila r  in  each state . 
W hat norm ally  app lies to  N ew  York State  
applies to  th e  S tate  of Illin o is . There­
fore in  go ing  through  the sta tu te  law  of 
N ew  York dea lin g  w ith  corporations and  
endeavoring to in terp ret the accounting  
aspects of such law s I have c ited  N ew  
York cases in  point, or referred to  th e  law  
itse lf. I ask  th e  reader’s k ind  indulgence  
if  I a t tim es appear to  befog th e  subject 
w ith  tech n ica l term s. I sh a ll consciously  
avoid  such p itfa lls .
The G eneral Corporation Law of N ew  
York, Section s 2 and 3, c lassifies and de-
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fines corporations and corporate term s. 
T he g ist  of th ese  section s is  that corpora­
tions are classified  in to  three d istin ct  
kinds, nam ely: M unicipal Corporation, 
Stock Corporation, and N on-stock Cor­
poration. A  m unicipal corporation in ­
cludes a county, town, or any  other ter­
ritoria l d iv ision  of the state. A stock  
corporation  is  a corporation h av in g  a 
capita l stock divided  in to  shares. A  non­
stock corporation is u sually  a relig iou s  
corporation, a m em bership corporation or 
an y  corporation  other than  a stock cor­
poration. A  stock corporation is  u sually  
a bank or in su ran ce com pany, a railroad  
or other transp ortation  corporation or a 
business corporation.
It w ill do w e ll for th e  accountant or 
auditor to  rem em ber that banks and in ­
surance com panies, u sually  referred to  as 
“m oneyed corporations,” are subject to 
ban king  or insu ran ce law s. The account­
ant w ork in g  on the books of insurance  
com panies or banks should fam iliar ize  
h im se lf w ith  th e  requirem ent th a t the  
sta te  m akes of such in stitu tio n s in  the  
keep ing  of th e ir  records. In N ew  York, 
and u su a lly  the sam e is  true in  other 
sta tes, th e  law  dea lin g  w ith  banks is  
found in  the C onsolidated L aw s of N ew  
York, under B ank ing, lik ew ise  w ith  In ­
surance.
A s w e are fu lly  aw are, corporations are  
generally  form ed under a general law  
w hich  provides th a t a designated  state  
official sh a ll have the pow er to receive  
a rtic les of incorporation and to grant 
charters. W e see therefore th at the state  
is  in terested  in  every corporation that 
is  form ed.
To th e  accountant or auditor the in ­
form ation  or know ledge th at a corpora­
tion  is  a  m em bership corporation and not 
a stock corporation is im portant. He 
should  be prepared to  inform  h is  c lien t 
w hether corporate debts are in d iv id u a lly  
fixed on th e  m em bers of th e  corporation, 
or on th e  corporation itse lf. T he law  is 
that in  m em bership corporations th e  lia ­
b ility  is  in d iv id u a lly  fixed on th e  m em ­
bers of th e  corporation, w h ile  w ith  stock  
corporations th e  lia b ility  is  fixed on the  
corporation itse lf. It has been held  that 
bu ild in g  and loan associa tion s although  
issu in g  so-called shares of stock are not 
stock corporations, but are classed  as 
non-stock corporations, and the ind iv idu al 
lia b ility  of the m em bers for corporate  
debts is  fixed. (S ee  L eigh ton  v. L eighton
Relation T o
Lea Assn., 146 App. D iv. 255 (N . Y. ) .
F or purposes of taxation  and for pur­
poses of kn ow in g  the r ig h ts and lim ita ­
tio n s placed on corporations it  is  a d v is­
able to  d ifferentiate betw een dom estic  
corporations and foreign  corporations. A 
dom estic corporation is a  corporation in ­
corporated by or under the law s of th e  
S tate  of N ew  York. E very  corporation  
w hich  is  not a dom estic corporation is  a 
foreign  corporation. In other words, a 
dom estic corporation is  a corporation in ­
corporated by or under the law s of i t s  
own state. It is  w ell to note th at a cor­
poration created  under Federal law  is  a  
dom estic corporation in  each sta te  in  
w h ich  it  transacts business. (S ee  Gould  
v. T exas & Pacific Ry. Co., 176 App. D iv. 
818 at page 825 (N . Y .).
N um erous problem s ar ise  in  th e  con­
sideration  by the accountant of agree­
m ents and tran saction s entered in to  be­
fore th e  corporation actually  com es in to  
ex isten ce. O fttim es corporations are  
form ed by prom oters. The courts have  
placed a construction  on the term  “pro­
m oter” as one w ho brings togeth er th e  
persons w ho becom e in terested  in  th e  
enterprise, a ids in  procuring subscrip­
tio n s and se ts  in  m otion the m ach inery  
w hich leads to  the form ation  of the cor­
poration itse lf. (S ee  D ickerm an v. N orth­
ern T rust Co. 176 U. S. 181 at page 2 03).
H ow  is  th e  accountant to  treat agree­
m ents m ade by prom oters for the corpor­
ation? W hat are the lim ita tio n s p laced  
on the nature of the com pensation  to be  
paid to prom oters? It w ill be w ell to  note  
the restr ictio n s the law  has placed on  
contracts m ade by prom oters. It has been  
held th at prom oters can m ake no con­
tract for the corporation, and th at it  
com es in to  ex isten ce  unfettered  by any  
contract ob ligation s. M oreover, a corpora­
tion  is  not bound by an agreem ent m ade  
betw een its  prom oters prior to  its  organi­
zation  u n less it  adopts such agreem ent. 
It is a lso  th e  law  th a t w hen  a contract 
or engagem en t of prom oters has been  
adopted, or its  benefits, w ith  know led ge  
of such  contract or engagem ent, have  
been accepted by th e  corporation, th e  
la tter  becom es liab le. (S ee  M organ v . 
Bon B on Co. 222 N. Y. 22 at page 27.)
T he accountant should  fa m iliar ize  h im ­
se lf  w ith  th at provision  of the law  th a t  
precludes the paym ent for prom otion  
serv ices by the issu ance  of stock. T h e  
law  specifically  provides th at stock  sh a ll 
not be issued , except for m oney paid to, or  
work done for, or property actu a lly  re­
ceived by the corporation. (S tock  Cor­
poration Law  Sect. 69, N. Y .). T h is rule  
is a reasonable one as it  prevents th e  pro­
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m oters from  ta k in g  th e  stock of th e  cor­
poration and lea v in g  th e  corporation w ith  
but a s in g le  asset, th e  serv ices of the pro­
m oters. In th e  op in ion  of th e  prom oters 
th is  a sset m ay be invaluab le  but to  others 
it  m ay be va lu eless .
The accountant should  know, in  a gen­
eral w ay, th a t in  order to  form  a corpor­
a tion  a certificate of incorporation  m ust 
be filed w ith  the Secretary  of the State  
and th at a  copy of th e  certificate should  
be filed in  the office of th e  clerk  of the  
county w here th e  corporation has or w ill  
have its  office. W hy is  th is  in form ation  
necessary  to  th e  accountant?  T he reason  
is, u n less there has been som e attem p t to  
organize a corporation th e  parties assum ­
in g  to  act as i f  there had been can not 
cla im  to  be m em bers of a corporation, but 
are liab le  a s copartners.
T he law  how ever m akes som e a llow ­
ances for those a ttem p tin g  to  incorporate  
but w ho do not fu lly  com ply w ith  th e  law . 
In  other w ords, w h ere th ere  is  a  form al 
charter and an actual ex ercise  of cor­
porate pow ers and proof of a  law  under 
w hich a corporation  m ay be form ed and  
an  attem pt to  organize under it, there is, 
w hat the law  term s a D e F acto  Corpora­
tion . In  such corporation th e  lia b ility  is  
not ind iv idu al but corporate. On the  
other hand w e have w h at th e  law  term s, 
corporation De Jure, th a t is  one th a t has  
fu lly  com plied w ith  th e  law  under w h ich  
it  is  organized. T he accou ntant m ay find 
th a t in  th e  trea tm ent of su bscrip tion s to  
th e  cap ital stock of a corporation  a sub­
scriber m ay cla im  th a t th e  corporation is  
not str ic tly  a  corporation  D e Jure, and  
on th at ground he m ay refu se  to pay for 
his subscription . A s m atter of in form a­
tion it  m ay be w e ll to  note th a t th e  law  
has decided th a t in  an action  by a cor­
poration upon a subscrip tion  to  the capi­
tal stock it  is  no  defense th a t th e  cor­
poration is  not s tr ic tly  a corporation De 
Jure. (S ee  Jeffery v. Selw yn, 220 N. Y. 
77, 84).
A corporation com es in to  ex isten ce  
w hen it has filed its  certificate  of incor­
poration in  th e  office of th e  Secretary of 
State, and not w h en  it  com m ences busi­
ness. The open in g  en try  in  the corpor­
a te  books should  be dated as of the date  
of th e  filing  of th e  certificate of incorpor­
a tion  and not w hen  th e  corporation be­
gan its  operations. B y  referr in g  to  the  
m inute book of th e  corporation you w ill 
note the date of th e  receipt for filing  fee  
and capital stock ta x  th a t w as received  
from  th e  Secretary of S tate. T he date of 
th is receipt is  the date w hen  the corpora­
tion cam e in to  ex isten ce.
Too often  do w e place great im portance  
on the financial books m uch to  th e  sa cr i­
fice of th e  corporate books. B y corporate  
books I have reference to  th e  stock cer­
tificate  book, th at book w h ich  conta ins  
th e  blank stock certificates to  be issu ed  
by the corporation, th e  stock  ledger  
w h erein  is kept th e  nam es of th e  stock­
holders and the am ount of stock each  
holds, th e  m inute  book, the conten ts of 
w h ich  w e sh a ll d iscuss separately .
It is  advisab le  for th e  accountant w h en  
in sta llin g  a se t of books for a corpora­
tion  to  abstract from  the m inute book as 
m uch in form ation  as possib le. On h is  
w ork sh eets  he should  note the exact 
nam e of th e  corporation, w h eth er a stock  
or non-stock corporaton, th e  p rovisions as 
to  th e  pow ers and purposes of the corpor­
ation . A s to  th e  pow ers of th e  corpora­
tion  th e  certificate of incorporation  spe­
c ifically  enum erates su ch  pow ers. It is  
not necessary  to  m ake an exact copy of 
such  certificate, m erely brief th e  pur­
poses. N ote also  the num ber of directors, 
the duration  of th e  corporation, and you  
w ill note  a t tim es th a t not a ll corpora­
tions have perpetual ex isten ce . A lthough  
a corporation m ay, in  its  certificate of 
incorporation  sta te  th e  duration  to  be for  
five or ten  years, y e t a fter  the exp ira­
tion  of such  tim e the corporation m ay  
m ake app lication  to  th e  Secretary of 
State  for an ex ten sio n  of the corporate  
ex isten ce. N ote th e  num ber of directors, 
not le ss  th an  three. N ote th e  num ber of 
sh ares subscribed for according to the  
certificate. T h is in form ation  to  be used  
in your opening en tries. N ote  th e  num ­
ber and k ind  of stocks authorized to  be 
issued , and if  there are an y  special 
c lau ses in  th e  stock note  th ese  c lau ses  
for fu tu re  reference. Som e of the c lau ses  
m ay pertain  to d iv idends and in  check in g  
over d iv idend paym ents you w ill have  
those p rovisions affecting  d iv idends in  
your work sh eets. In th e  stock  certificate  
books see  th a t docum entary stam ps have  
been put on th e  stub and th a t th ey  are 
cancelled .
T he pow ers of a corporation are e ither  
expressed or im plied . T hat is, the ex­
press pow ers are those th at are specifi­
ca lly  g iven  to  th e  corporation by law  and 
those enum erated in  th e  certificate of in ­
corporation. The im plied  pow ers are  
those pow ers th a t the corporation has, in  
add ition  to  th e  express pow ers, in  order 
to carry out the purposes for w h ich  th e  
corporation w as form ed. T he accountant 
should  lay  particu lar em phasis on the  
pow ers of the corporation. If a  corpor­
ation does an act or enters in to  a tra n s­
action  w h ich  is  outside th e  scope of its  
corporate powers, w heth er express or im ­
plied , th e  accountant should  question  the  
tran saction  before he records th e  finan­
cia l effect of such  transaction . The law  
has defined an act of a  corporation th at 
is  not w ith in  its  scope as “ultra v ire s .” 
W hat are som e of the pow ers of a cor­
poration? W here are those pow ers m en­
tioned? N um erous questions of lik e  im ­
port com e to  m ind. B y reference to  the  
certificate of incorporation, the by-laws 
of the corporation and th e  law  itse lf  w e  
ascerta in  th e  pow ers of a  corporation. 
Som e cases' have decided that a  corpora­
tion m ay not enter in to  a partnership .
T h is seem s to be w ell se ttled  law  in  N ew  
York State. T hat a  corporation m ay  
tem porarily  lend its  surp lus funds on sa fe  
secu r ity  w h en  it  is  inexped ien t to  d istr i­
bute them  am ong the shareholders has  
been dealt w ith  in  th e  case o f H olm es, 
B ooth & H aydens v. W illard, 125 N. Y. 
75, 81, see  a lso  Stock Corporation Law, 
S ection  59.
It is  a lso  w orthy  of note th at a  cor­
poration  h as no pow er to  assum e th e  
debt of another corporation u n less it  has  
received  som e con sideration  for it. It 
seem s w ell se ttled  th at such a pow er is  
not in c id en ta l to  th e  pow ers expressly  
conferred on corporations organized un­
der sta tu tes au th oriz in g  th e  form ation  of 
corporations for bu sin ess or m anufactur­
in g  purposes. A ccording to the Stock  
Corporation Law, Section  16, a  corpora­
tion  has th e  pow er to borrow m oney. 
Quite freq uently  an ind iv idu a l is  the  
owner of practica lly  a ll the stock  of th e  
corporation and seeks to  pay h is  in d i­
v idu al debts out o f corporate funds. The  
law  has held  th at th e  m ere fact th at an  
in d iv id u a l is  the ow ner of practica lly  a ll 
of the stock  o f a corporation does not 
confer upon him  the r igh t to  m ake use  
of th e  corporation  to  pay h is  debts. Such  
a d isp osition  of th e  a ssets  of a  corpora­
tion  is  not on ly  ultra v ires but forbidden  
by statu te. (S ee  R epublican A rt P rint- 
ery, Inc., v. D avid, 173 App. D iv. 726 
(N . Y .)
T he affairs of a corporation are usually  
conducted by a board of d irectors and  
th e  accountant and auditor is  charged  
w ith  th e  duty and resp on sib ility  w ith  
look ing  after  th e  d irectors of a  corpora­
tion as w ell as its  officers. In m anag ing  
th e  affairs of th e  corporation th e  law  has 
placed certa in  restr ictio n s on directors. 
The P en al L aw  Section  664 (N . Y .) spe­
cifically  se ts  forth  certain  acts of direc­
tors and officers th at con stitu te  a crim e. 
The law  has held th at a  d irector of a  
stock corporation, w ho concurs in  any  
vote  or act of th e  d irectors of such  cor­
poration, or an y  of them , by w h ich  it  is  
in tended: to  m ake a  d ividend, except 
from  th e  surp lus profits a r is in g  from  th e  
business of the corporation or to div ide, 
w ithdraw , or in  an y  m anner pay to  the  
stockholders, or any of them , any part 
of the cap ita l stock of th e  corporation, 
or to  d iscount or receive an y  note  or 
other ev idence of debt in  paym ent of an  
in sta llm en t of cap ital stock actu a lly  
called in, or to  receive  or d iscount any  
note or other evidence of debt w ith  in ­
tent to enable an y  stockholder to w ith ­
draw an y  part of th e  m oney paid in  by 
him  on h is  stock, or to  apply any  portion  
of the funds o f such corporation, except 
th e  surp lus profits, d irectly  or ind irectly , 
to the purchase of shares of its  ow n stock, 
is  g u ilty  of a m isdem eanor. It should  be 
noted th at th is  section  a lso  forbids th e  
paym ent of d iv idends o therw ise  than  
(C o n tin u e d  on  p a g e  279)
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 265
Accounting For County Governments
I am  deeply g ra tefu l for the honor  you have conferred upon m e, and  in  add ressin g  you on County Gov­
ernm ent, I hope th at I m ay be able to 
contribute in  som e sm all w ay  to  the sum  
of general kn ow ledge w h ich  you are ac­
cum ulating  and develop ing. I feel per­
fectly  a t hom e w ith  you, because I know  
you and you r problem s, and you know  
m e and m ine.
W e have passed from  the sim ple  to the  
com plex in  socia l and econom ic life . 
H ence, w e are liv in g  in  a sc ien tific  age. 
D u ties a nd serv ices have m ultip lied  and  
the sim ple and direct m ethods of a  re­
cen t p ast do not suffice to  carry on suc­
cessfu lly  the a c tiv it ie s  of a m odern life . 
T hat is  true in  governm ent as w ell as in  
accounting, ind u stry  and soc ia l activ ities .
T he change h a s brought on group ac­
tion  and cooperative thou ght and re­
search to  so lve a new  problem . E very­
th in g  in  w h ich  hu m anity  is  in terested  is  
organized for im provem ent and ach ieve­
m ent.
In  th e  U n ited  S ta tes th e  m ost com m on  
u n it o f p o litica l ad m in istra tion  is  the  
county. E very  S ta te  in  the U nion is  d i­
vided in to  counties, but w ith  m uch varia­
tio n  as to  organization , ad m in istra tion  
and authority . The im portant features  
of county governm ent, how ever, are very  
s im ila r  through out the U n ited  States.
The nam e county  in d ica tes it s  h is­
torical connection  w ith  the county in  
E ngland from  w h ich  the A m erican Coun­
ty  has developed. In  fu n ctio n s and gen­
eral im portance, th e  A m erican County  
differs w id e ly  from  th e  E n g lish  county, 
w h ile  i t  is  even  le s s  lik e  departm ents of 
local governm ent in  the counties of Conti­
n enta l E urope. The developm ent of the  
county in  the U nited  S ta tes had its  start 
w ith  the system  of county  adm in istra­
tio n  in  E ngland  in  the seven teen th  cen­
tury, w h en  th e  E n g lish  colon ies w ere  
established. A t th a t tim e the county  
officials in  E ngland w ere the lord lie u ­
tenants, the sheriffs, the coroner, and the  
ju stice  o f th e  peace; a ll but the coroner 
w ere appointed by th e  Crown. D uring  
th is  sam e period local ad m in istra tion  to  
a great ex ten t w a s decentralized . The  
lord lieu ten a n t w as head o f the m ilit ia  
system , the sheriff w as the ch ie f con­
servator of the peace and th e  execu tive  
a g en t o f th e  jud ic ia l courts; local ad­
m in istra tio n  w as m a in ly  looked a fter  by  
th e  ju stice s  of th e  peace, ju stices  in  each  
county form in g  co llectiv e ly  quarterly  
courts for crim in a l ju r isd ic tio n  as w ell 
a s for fiscal and ad m in istra tiv e  a u th ority  
i n county affairs.
In  the A m erican Colonies, counties w ere  
organized w ith  s im ila r  officials appointed
A d d ress o f  C H A S. M. JO H N SO N , E x ­
e c u tiv e  S ecreta ry , C ou n ty  G overn­
m e n t A d v iso ry  C om m ission , S ta te  o f  
N o rth  C arolin a , b efore  C on ven tion  o f  
th e  N o rth  C arolin a  A sso c ia tio n  of 
C ertified  P u b lic  A cco u n ta n ts, W r ig h ts­
v ille  B each , N. C., J u n e 28, 1929.
by the co lon ia l governors, counties, how ­
ever, in  different sec tio n s of the colon ies  
hav in g  a d ifferent form ation  and a differ­
en t s ta r t. In  N ew  E ngland th e  tow n s or 
boroughs a s u n its  form ed them selves  
in to  counties, w h ile  in  the South, to a 
great exten t, a county w as a great rural 
area.
From  th e  D eclaration  o f Independence  
un til the. m iddle of the n in eteen th  cen­
tury, im portant changes in  county ad­
m in istra tio n  in  the sta te s  th a t grew  out 
of the colon ies, as w e ll as in  the new  
sta te s  that w ere form ed, w ere tak in g  
place in  local adm in istra tion . The m ain  
resu lts  of th ese  changes w ere to  estab­
lish  a rad ica lly  dem ocratic and decen­
tralized  system . The county officials 
w ere m ade loca lly  e lective  and the num ­
ber of such officials w as largely  increased. 
In a ll the sta te s  gradually  an e lective  
county board took over the ad m in istra ­
tiv e  fu n ction s form erly  perform ed by the  
ju stices  o f the peace, w h ile  th e  sheriffs, 
so lic itors, county  treasurers, county  
clerks, county recorders and ju stices  of 
the peace a ll becam e elective  officials.
There are about th irty-tw o hundred  
counties in  the U n ited  States, m ost of 
the larger sta te s  have from  six ty  to one 
hundred each; T exas has tw o hundred  
and forty-three, R hode Island  has five, 
and D elaw are h a s three. In  area and  
population  the counties show  great differ­
ences, n early  tw o-thirds of the counties  
conta in  from  three hundred to n ine hun­
dred square m ile s  and the m ost usual 
areas are from  four hundred to s ix  hun­
dred square m ile s— m ore than  h a lf the  
counties have a population  of fifteen to 
th ir ty  thousand. In  the South and in  the  
sta te s  w est of the arid p la ins, m any  
counties have a population  considerably  
less th an  ten  thousand.
The developm ent of the county, adm in­
istra tiv e ly , h a s  been a greater  problem  
th an  th at o f the State or of c itie s  and 
tow ns. The county h as occupied a pe­
cu liar  p o sition  in  the po litica l organiza­
tion , on th e  one hand i t s  ex isten ce  i s  only  
quasi, i t  is  e ssen tia lly  a  part o f th e  State, 
a  u n it of a d m in istra tion  only. On the  
other hand, the trend toward so-called  
hom e ru le  and local autonom y has been  
sou gh t and m ade effective even  to a 
greater ex ten t than  in  the c it ie s  and
to w n s— b ringing  about the anom aly of a  
part o f  the w hole  str iv in g  for  a separate  
and d istin ct ex isten ce  and in  m any cases 
accom p lish in g  such d istin ct ex isten ce  and  
p ossib ly  to  the detrim ent of the parent  
organ ization  as w e ll as to  the p o litica l 
u n it itse lf. L ocal county au th orities and  
even  th e  local ag en ts  of the S tate  govern­
m ent are elected  w ith in  each county and  
are subject to lit t le  or no effective super­
v isio n  of any cen tral governm ent, even to  
a large ex ten t the S tate  is  lo sin g  control 
over its  own com ponent part of the coun­
ty  a s a quasi p o litica l su bd iv ision  and a  
part of the State.
T he fu n ctio n s o f the county, leg is la tiv e  
and adm in istra tive , in  early  days w as  
quite sim ple. The co llection  of revenu es  
both loca lly  and State , the preservation  
of the peace and the bu ild ing of roads 
and bridges to  a sm all ex ten t m ade up  
the sum  to ta l of county a c tiv ities . T he  
public sch oo ls w ere developed in  m ost  
cases ind ep en dently  of the county, the  
idea being  m ore general th at the public  
school system  w as a State  system  and the  
local developm ent being by school d is­
tr ic ts  or lo ca lit ie s  rather than  by 
counties.
The trend of governm ent, N ational and  
State, has been toward increased operat­
in g  expenses, la rge ly  on account of in ­
creasin g  the fu n ction s and serv ices w h ich  
th e  governm ent perform s or w ould per­
form  for it s  c itizen s. S im ilar ly  to  the  
F ed eral and S tate  governm ents, county  
governm ent h a s follow ed in  w ith  the  
trend and to the sim ple leg isla tiv e  and  
ad m in istra tiv e  fu n ctio n s of the counties  
of earlier  tim es have been added the  
m ost extended and ram ified serv ices—  
health , w elfare, schools, farm  dem onstra­
tions, hom e dem onstrations, c iv ic  de­
velopm ents, and a h ost of m inor a c tiv i­
ties. B esid es the counties have fostered  
d istr ic ts  for various serv ices to  the public  
such  as sa n ita ry  d istr icts , drainage d is­
tr ic ts, road d istr icts , and finally  the sim ­
ple leg is la tiv e  and a d m in istra tive  fun c­
tio n s  of early  tim es have been increased  
to a  new  sc ien tific  plane and have called  
for m ore thou ght and m ore w ork in  the  
serv ices rendered through th ese  a c tiv ities . 
In 1902 the revenues and p aym ents for  
expenditures m ade d irectly  by the coun­
ty  au th o rities  w ere le s s  than $200,000,- 
000; by 1925 th ese  am ounts had grow n  
to m ore than  $1,500,000,000.
T he m ovem ent for the a d m in istra tive  
reform  in  governm ent h a s  been ta k in g  
on m om entum  sin ce  the beg in n in g  of the  
present century, notab ly  the years from  
1912 to  1921, on ly  interrupted during that 
period by the confusion  and d isruption  
that w as brought on by the W orld W ar.
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A d m in istra tive  reform s have been h igh ly  
su ccessfu l in  the F ed era l govern m en t as  
w ell as in  m any of the sta te s , inclu d ing  
our ow n State. The F ederal B udget A ct 
and the G eneral A ccou nting  A ct w ere  
passed in  1921. A d m in istra tive  reform s 
to  a  lesser  or greater  degree have  been  
accom plished in  nearly  a ll the sta tes of 
the U nion, the m ovem ent, how ever, has 
not y e t reached its  he igh t. The know l­
edge and background necessary  for car­
ry in g  out such a d m in istra tive  reform s  
being on ly  s low ly  or partly  availab le;  
p o litic s  and trad ition s of long y ea rs’ 
stan d in g  have to  a great ex ten t h indered  
adm in istra tive  reform s in  the State.
Ju st w hat is  a county? H as it  only a  
quasi ex isten ce , is  it  e ssen tia lly  a part 
of the State, or is  it  a p o litica l en tity?  
Add to  th is  the general confusion  th at  
has been brought about by num erous  
e lectiv e  county officers and by a patch­
work organization, being  added to  here  
and there from  tim e to  tim e, and there  
is  lit t le  w onder th a t the m ovem ent for  
adm in istra tive  reform  in  the counties has  
lagged behind th at of other p o litica l 
units.
The struggle  in  the county for au- 
tom ony, for local se lf-governm ent in  a 
great m any w ays has resu lted  in  n u lli­
fication of S tate  sta tu tes, particu larly  of 
sta tu tes for the regu lation  or control of 
county governm ent and county adm in is­
tration . The county w ith  seem in g  im ­
pu n ity  breaking a ll in con ven ien t sta tu tes, 
the State  then  in  i t s  ow n w ay would  
w ork out a m ethod of ta k in g  it  out on the  
county  for the in d ig n itie s  of nu llification . 
T he stron g  arm  of the S tate  w ould reach  
out to  bring to tim e  the reb elliou s coun­
ties  and not a lw ays w ith  public d isin ter ­
e sted n ess and th a t w ould  in variab ly  re­
su lt  in  a  po licy  of in terference. The 
policy  w ould often  express it se lf  in  
sp ecia l and oppressive, or a t least, irr i­
ta tin g  leg isla tion .
P a ssin g  from  State  in terference, the  
thou ght com es forw ard th a t the county  
m ig h t pass a ltogeth er the question  of 
w heth er it  is  on ly  a quasi organization  
and a part of the State, or w h eth er it  is  
an  autonom ous p o litica l un it, a po litica l  
su b d iv ision  o f the S tate  en titled  to  the  
control of its  ow n affairs and the w orking  
ou t of its  own d estin ies, and the answ er  
m ay be found in  th e  reverse of S tate  in ­
terference, nam ely , S tate  guidance. The  
gen u s of our governm ent is  self-govern- 
m ent and popular representation , and  
th e  counties m ay be no exception  to  th is  
rule.
County governm ent and county adm in­
istra tiv e  reform s m ay be brought about 
and local se lf-governm ent perpetuated, 
and it  m ay be done through S tate  gu id ­
ance. N o  question e x is ts  a s  to  the dom i­
nance of the leg isla tu re  over counties as 
w ell a s over p o litica l su bd iv ision s of the  
State, and w ith  th at adm itted , the leg is la ­
ture m ay proceed to  m ake law s bringing  
about reform s in  governm ent and adm in­
istra tio n  in  the counties, lea v in g  the en­
forcem ent of such law s to  the local au­
th o r itie s in  each county. A t the sam e  
tim e, i t  m ay se t up such  organization  or 
organ izations in  th e  State  itse lf  that  
would advise  and a ss is t  the counties in  
carryin g  out the program  outlined  by the  
leg isla tu re . A t the present tim e, the re­
la tio n s of the variou s sta tes w ith  the  
counties m ak in g  up such  State  are very  
diverse. M any of the sta tes have m ade  
no attem p t a t in terfer in g  or gu id ing, 
others have brought about a h igh  degree  
of cen tra lization , o thers aga in  have or­
ganized control a gen cies for guidance and 
advice to  th e  counties. S tates, w ith ou t in ­
stru ctin g  the counties w hat to  do in  their  
purely  local fun ctions and how  to exer­
c ise  local pow ers, m ay lay  dow n general 
princip les under w h ich  th ese  fun ctions  
m ay be perform ed and th ese  pow ers exer­
cised m ost effectively . T his, of course, 
should be conceived in  a constructive and  
fr ien d ly  sp ir it. It should fix reasonable  
stan dards of ad m in istra tion  and proced­
ure and hold these  out to the local au­
th o r itie s  in  the m ost a ttractive  m anner. 
It should  adm onish  and ad v ise  and leave  
enforcem ent en tire ly  to  the local author­
itie s; it  can go even farther, it  can sub­
ject the operations in  th e  variou s coun­
ties  to  cold, inescapable com parisons, one 
w ith  th e  other, and m easured en tire ly  
by perform ance and by expenditures—  
g iv in g  the counties the benefit of worked- 
out p lans and expert advice to solve the  
com plex p h ases of public adm in istration .
Now , to  pass from  the general consider­
ation  to  th e  pecu liar difficulties of N orth  
Carolina counties and how  they  are being  
solved. T he h isto ry  of a d m in istra tive  de­
velopm ent, or adm in istra tive  reform s, in  
N orth Carolina is  lit t le  d ifferent from  
other sta tes. A s you know , spasm odic  
attem p ts w ere m ade a t variou s tim es to  
im prove county govern m en t w ith  lit t le  
su ccess. Som e few  cou n ties in  th e  State  
did ach ieve som e success under certain  
pow ers and p r iv ileg es conferred by pub­
lic  local law s.
I sh a ll not take up the county govern­
m ent acts w h ich  w ere passed a t  the 1927 
sess io n  of the G eneral A ssem bly, sin ce  
you are a ll fam iliar  w ith  them , but I 
desire to  m ention  the new  a c ts  passed  
by the 1929 session , the first of w h ich  is  
en titled  “An A ct R e la tin g  to  the D u ties  
of County C om m issioners and County  
A ccountants,” w h ich  provides th a t any  
county com m issioner who sh a ll fa il to 
vote to  ra ise  sufficient revenue for the  
operatin g  expenses of the county sh a ll be 
g u ilty  of a  m isdem eanor, punishable  by  
fine or im prisonm ent, or both, in  th e  d is­
cretion  of the court. I t w a s necessary  to  
pass th is  act because the officials o f a 
few  of the counties, for p o litica l reasons  
refused  to  ra ise  sufficient revenue, there­
by ca u sin g  a deficit at the end of the year  
and g o in g  to  the leg is la tu re  and a sk in g  
th at it  be funded, w h ich , as you w e ll know , 
destroys the w h ole  princip le  of th e  bud­
get plan. It provides further, th a t i f  any  
county accou ntant sh a ll m ake any cer­
tificate as required b y  the 1927 law  w hen  
there is not a  sufficient unencum bered  
balance rem ain ing  for the paym ent of the  
obligation , he sh a ll be g u ilty  of a  m isd e­
m eanor and punishable by fine or im ­
prisonm ent, or both, a t the d iscretion  of 
the court. I t  i s  further provided th at in  
case of em ergency th at upon approval of 
the County G overnm ent A dvisory Com­
m ission , th e  Board of C om m issioners m ay  
antic ip ate  the revenue of the n ex t fiscal 
year by not m ore than  5 per cen t of the  
tax  levy  for the current year, w h ich  sh a ll  
be payable not la ter  than  June 30, in  the  
n ext fiscal year and sh a ll be paid by a  
tax  levied  for such  purpose.
The second act is  an  A ct to R equire  
County Officials to  Make C ontracts for  
A u d itin g  and to  Standardize B ookkeep­
in g  S ystem s in  the C ounties. T his, of 
course, is  the act w ith  w h ich  you are 
m ost concerned, and, therefore, w ith  
w h ich  you  are m ost fam iliar . It provides  
th at contracts m ust be m ade for aud itin g , 
w h ich  sh all be reduced to  w r itin g  and  
sh a ll include a ll term s and conditions  
before it  sh a ll be lega l and b in d in g  upon  
the county officials and sh a ll be endorsed  
and approved a s to  the term s and pro­
v is io n s  th ereo f by the County G overn­
m ent A d visory  Com m ission, and th at no  
changes sh a ll be m ade u n til th ey  have  
been reduced to  w r itin g  and approved in  
the sam e m anner as the or ig in a l con­
tract, and further, th a t no system  sh a ll 
be in sta lled  u n til the sam e has been sub­
m itted  to the County G overnm ent A d­
v isory  C om m ission , and that a copy of a ll 
reports sh a ll be filed w ith  the County  
G overnm ent A d visory  C om m ission w ho  
sha ll have the pow er to  prescribe or ap­
prove the form  of the report. T h is  act 
w as passed in  response to  a dem and from  
the m em bers of the General A ssem bly  
w hich  w as brought about by a few  ex­
trem e cases w here county officials had  
been charged unreasonable am ounts for  
aud its, and I w a n t to  take th is  occasion  
to exp la in  to  you  w h at I m ean w hen  I 
m ake th at sta tem en t. I do not th in k  that 
there is  a county in  the State  th a t h as  
been charged for w ork th at w as not per­
form ed, but I do say  th at there has been, 
in  a few  cases, a  lo t o f work done w h ich  
w as unnecessary. In  other words, if  the  
records w ere in  such  shape as to  m ake  
it  n ecessary  to  do th is  am ount o f  work, 
it  w ould have been better to  se t up arbi­
trary  balances and m ake a fresh  sta r t, a s  
you could not have in  a ll probab ility  
su bstantia ted  the report a fter  it  w as  
m ade. I am  not b lam ing  the accountants  
for th is  in  a ll cases, probably they  w ere  
doin g  w h a t the com m issioners w an ted
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them  to  do, and w h ich  th ey  had the r igh t  
to do under th e  c ircu m stan ces, bu t re­
gard less of the c ircum stances, i t  has hurt 
the accou nting  profession  in  th is  S tate  
and m ade other county officials su sp ic i­
ous of a ll accountants.
I believe th at th is  act w ill w ork to  the  
advantage of th e  accou ntants as w e ll as 
to the county officials, because I expect to  
see th at th e  county  officials are not 
charged unreasonable am oun ts and th at  
they  get w h a t th ey  pay for and, on  the  
other hand, I a lso  expect to  see that the  
accou ntants in  th is  S tate  w ho are doing  
th e ir  w ork  a s i t  should be done are also  
treated  fa irly . W e a ll know  th at the  
average county official does not know  
an y th in g  about aud itin g . I t is no  re­
flection on them  th a t th ey  do not, they  
are not supposed to. Under the pro­
v is io n s  of th is  act, I am  placed betw een  
th ese  officials and the accountants and 
w here there i s  a  d ispute  betw een  them , 
I sh a ll decide the m atter  im p artia lly  and 
i f  n ecessary  to  te ll the officials th a t the  
accountant is  r ig h t in  h is  contentions, I 
sh a ll not h e s ita te  to  do so. On the other  
hand, if  i t  i s  necessary  to  take the other 
side, I w ill do th a t and I know  th at the  
accountants of th is  S tate  w ill w elcom e  
th is.
The th ird  act is  en titled  “A n A ct to  
Supplem ent the L aw  C reating th e  S tate  
S in k in g  F und C om m ission and to  Pro­
vide Safeguards in  the Issu ance and Sale  
of B onds by Local U n its of G overnm ent 
and to P rovide for T ransferring  to  the  
State  S in k in g  F und C om m ission the  
D u ties Im posed U pon the S tate  A uditor  
by the P ub lic  S ecu r ities  R ecording A ct 
and to  P rovide P en a ltie s .”
T his act provides, first, th a t before any  
bonds or notes, other than  notes issued  
in  a n tic ip ation  of the current y ea r’s rev­
enue, sh a ll be issu ed , app lication  m ust 
be m ade to  the S tate  S in k in g  Fund Com­
m ission , w h ich  is  com posed of th e  gov­
ernor, auditor, and treasurer, and have  
th e ir  approval, u n less  the au th ority  is  
g iven  by a vo te  o f th e  people. The act 
m akes i t  un law fu l to  d ispose of any  
bonds or notes except in  the m anner pro­
vided, and provides th a t an y  party  v io la t­
in g  the act sh a ll be g u ilty  o f a  m isde­
m eanor and upon conviction  be fined $250 
and liab le in  a c iv il action  for a ll dam ­
ages on a su it of any  taxpayer. I t  pro­
v id es further th a t a ll the pow ers and  
d u ties vested  in  the S tate  aud itor by the  
provisions o f the P ub lic  S ecu rities R ec­
ords A ct, sh a ll be exercised  and per­
form ed by the S tate  S in k in g  Fund Com­
m ission .
T he 1927 A ct re la tin g  to  ta x  deeds and 
foreclosure of certificate of sa le  w as  
am ended so  a s  to  provide th a t in  th e  case  
of the foreclosure of ta x  sale certificates, 
th a t it  is  not necessary  to  have personal 
serv ice  except upon the person in  w hose  
nam e the land w as listed , and advertise­
m ent is  provided to g ive  notice  to  a ll 
other p erson s c la im in g  any  in terest in  
the property. I t is  further provided that 
the penalty  rate be changed from  20 per 
cent for th e  first year and 10 per cent 
for the next, to  12 per cent for the first 
year and  8 per cent for the next.
Correct m ethods of accounting consti­
tu te  an ex trem ely  im portant phase of the  
adm in istra tive  fu n ction  of the county’s 
fiscal affairs w h ich  has, in  the past, been  
ser iou sly  undervalued and neglected . 
W hile correct accou nting  alone w ill not 
bring about efficient and econom ical ad­
m in istra tio n  of governm ent, at the sam e  
tim e, you can not have efficient and eco­
nom ical governm ent w ithou t correct ac­
counting.
L et u s consider in  the first place w hat 
the term  “correct accou nting” im plies. 
I am  not go ing  to  attem pt to  describe a 
com plete accou nting  system  for a county  
or to  enum erate in  deta il th e  records 
w h ich  com pose a com plete accou nting  
system , but in  order to  show  its  value, I 
am  g o in g  to  d iscuss the basic princip les  
of correct accou nting  for counties.
Indeed, i t  is  possib le th at a ll of the  
financial tran saction s of a  county m ay  
be recorded, y e t such records w ould be of 
lit t le  va lue from  the standpoin t of readily  
d isc losin g  usefu l inform ation . F in an cia l 
tran saction s m ust be analyzed and  
grouped in  a system  of account classifica­
tio n s w h ich  w ill d isc lose  certain  facts and  
show  certa in  resu lts. A  coord inating sy s­
tem  of records in  w h ich  tran saction s are  
separated in to  debits and cred its for the  
purpose of a ssem b ling  them  in to  accounts  
is  e ssen tia l. The double-entry princip le  
of bookkeeping is  just as e ssen tia l for  
counties as it  is  for com m ercial enter­
prises, and it  is  ju st a s e ssen tia l  
for the sm allest county as i t  is  for  
the largest. I t is  a safeguard  aga inst  
errors and every  availab le  m eans to  
in su re a g a in st errors should be used. 
The im portance of accuracy can not be 
em phasized an y  greater than  to  say th at  
w ith o u t it  one m ay have w asted  h is ef­
forts and the records m ay be w orth less. 
T horoughness and com pleteness should  
not be sacrificed for sim p lic ity  and labor  
saving. I have seen records of a county  
in  w h ich  a ll cash receip ts and a ll cash  
disbursem ents w ere correctly recorded, 
but the accou nting  system  stopped there. 
Cash receip ts and d isbursem ents are only  
a part o f a  com plete accounting system  
and a record o f  them  reflects on ly  a part 
of th e  in form ation  th at a com plete ac­
counting  system  w ould show.
W hat th en  should the accounting sy s­
tem  show ? S tartin g  a t the b eg inn in g  of 
a fiscal period, w e m ust know  the  
am ount of current operating resources of 
the county; cash and other resources  
w h ich  are in  the process of being  con­
verted  in to  cash or are expected to be 
converted in to  cash. W e m ust know  also ,
the county’s current ob liga tion s; obli­
ga tio n s to  be paid out of cash  and o f the  
rea liza tion  of resources other th an  cash. 
The excess of resources over ob ligation s  
is, of course, the county’s n et operating  
resources or current surplus. T h is  in ­
form ation  reflects a p icture of the coun­
ty ’s  financial condition  a s of th e  beg in­
n in g  date of the fiscal period. The oper­
a tin g  tran saction s o f the period affect the  
new  resources by in creasin g  them  w ith  
revenu es accru ing  from  tax  levy  and other  
sources and by decreasing them  w ith  ex ­
penditures. W hen w e have com e to  the  
end of the period, w e w ill know  w h at 
changes have resu lted  and w h at effect 
the operating tran saction s have had on 
the financial co n d itio n s of the county.
A nother essen tia l fea tu re  of correct ac­
counting  for a county is  th a t the accounts  
be set up and tran saction s recorded in  ac­
cordance w ith  the requirem ents of law .
I have confined m y rem arks thu s far to  
accou nting  for the county as a w h ole , but 
sta tu tory  law  as w ell as the C onstitution  
itse lf  requires a  segregation  of the re­
sources, ob ligation s, and the operating  
tran saction s of the fiscal period in to  
funds. T he term  “fund” sign ifies, in  its  
broad app lication , the resources se t aside  
or designated  for a certain  purpose. 
T herefore, the accou nts of each fund  
m ust be stated  separately.
One other phase of the com plete ac­
counting system  is  the p lan n ing  of fiscal 
operations. T he F isca l Control A ct pro­
v id es th a t a program  of operation  shall 
be prepared and adopted at the beg inn in g  
of the period. T h is program  is  the bud­
get and it  co n sists  of a n  estim ate  of 
expenditures to  be provided for  w ith  th e  
current availab le  surp lus (not resources) 
at the b eg in n in g  of the period and the  
accretions thereof by revenu es from  tax  
to be lev ied  and e stim a tes of revenues ex ­
pected to  accrue from  other sources. 
B udgetary accounts, therefore, should  be 
incorporated in  the accou nting  system  in  
order to  show  th at operations are con­
form in g to  the adopted program .
W hy is  such accou nting  n ecessary  and  
of w h at va lue is  i t  in  conducting the  
financial a ffa irs of the county? Of w hat 
use is  it  to  th e  Board of C om m issioners, 
the County A ccountant, and other adm in­
istra tiv e  officials? I t is  to  be taken for  
granted th a t every county officia l is  con­
cerned about conservative  and b u sin ess­
lik e  financing and w an ts to  see h is coun­
ty  operated econom ically  as far a s  practi­
cable. The resp on sib ility  of d irectin g  
the financial affairs of the county is  en ­
cum bent upon the Board of County Com­
m issio n ers and often  has th a t body been  
m isguid ed  in  the m anagem ent of the  
county’s affairs because of the lack  of 
adequate in form ation . F acts w h ich  
w ould have been help fu l w ere not a v a il­
able and th e  resu lt has been a financial 
condition  a t the end of the period in
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w h ich  ob ligation s were in  excess of re­
sources. N ot k n ow ing  th is  condition, 
provision  w as not m ade to  cure it. and the  
resu lt has been an accum ulation  of de­
ficits carried forw ard from  one period to  
another u n til it  becam e n ecessary  to is ­
sue fu n d in g  bonds. T hus, the Com m is­
sion ers have had to  stum ble a long  on the  
un certa in  foo tin g  and have lev ied  taxes  
w ith  the v iew  of m eeting  popular dem and  
in stead  of ra is in g  revenu es to m eet the  
actual needs of the county. T hey have  
never been inform ed how  they  could sy s­
tem a tica lly  reduce operating costs to a 
m inim um .
The county govern m en t la w s contem ­
plate the in troduction  in  a ll counties of 
adequate and correct m ethods of account­
ing. To in te llig en tly  plan fiscal opera­
tio n s in  accordance w ith  the requirem ents  
of th e  F isca l Control A ct, an accurate  
know ledge of the operations of prior  
periods and their  resu lts is  ind ispensab le. 
T his know ledge can on ly  be acquired from  
correct and com plete m ethods of account­
ing. In te llig en t p lan n in g  purports to  
prevent a condition  w hereby ob ligations  
w ill be incurred w ith o u t there havin g  
been am ple p rovision  m ade beforehand to 
pay them . It is  in tended  to  prevent de­
f ic its .
The only assurance for th e  prevention  
of deficits is  s tr ic t adherence to  the  
adopted plan or budget and th is  is  impos-
FO R  the second su ccessive  year, The A m erican Society  of Certified  P ublic  A ccountants has con tr i­
buted su b stan tia lly  to  th e  progress w h ich  
has been m ade for th e  arb itration  of com ­
m ercial d isputes. T h is contribution  be­
cam e an ob ligation  of its  affiliation w ith  
th e  A m erican A rbitration  A ssociation . It 
w as m ade possib le by in terest and ac­
t iv ity  on th e  part of m em bers of The So­
c ie ty  and notable cooperation  on the part 
of S tate  soc iety  officials, com m ittees, and  
m em bers.
Seven  S ta te  so c ieties  have estab lished  
a relation sh ip  of affiliation w ith  the  
A m erican A rbitration  A ssociation . T hese  
are th e  State  so c ieties  in  th e  S ta tes of 
C onnecticut, M aryland, M ichigan, N ew  
York, Texas, V irg in ia , and W ash ington. 
T hrough th e  in stru m en ta lity  of th is  com ­
m ittee  there has been contributed to  the  
1929-30 E xten sio n  F und of th e  A m erican  
A rbitration  A ssociation  $100 for, and in  
th e  nam e of each of th ose  S tate  soc ieties , 
a s a recogn ition  of the ir  action  and th eir  
a c tiv ities . Other S tate  so c ie tie s  w h ich  
had been  active  in  th e  prom otion of arbi­
tra tion  leg is la tio n  and practice  had  
om itted  th e  procedure n ecessary  to  be­
com e e lig ib le  for affiliation w ith  the  
A m erican A rb itration  A ssociation , viz.,
sib le w ith o u t correct accounting  as a 
guide.
It is  obvious th at the benefits to be 
derived from  correct accounting are su f­
ficient proof o f its  value. For adm in istra ­
tiv e  use, it  affords com prehensive in for­
m ation  about the county’s  financial con­
d ition  a t an y  tim e, it  serves as a basis of 
in te llig en t p lan n in g  of fiscal operations 
and as a guide during the fiscal period  
to  prevent exhaustion  of current re­
sources or the occurrence of deficits. It 
enables the officials of the county to sy s­
tem a tica lly  reduce operating costs to  a 
m inim um . F or public use, it  affords reg­
ular, com prehensive and uniform  finan­
cia l reports w h ich  enable the public to  
feel w ith  assurance th at the finances of 
the county are be ing  hon estly , efficiently  
and econom ically  handled.
I w ould never advise  any  organization  
as an organization  to go in to  p olitics, 
but I am  of the opin ion th a t for the best 
in terests  of the accounting profession  in  
th is  S tate  th at they , as ind iv idu als , 
should pay m ore a tten tio n  and be m ore 
active  in  the support of candidates w ho  
w ill deal fa ir ly  and ju stly  w ith  them .
In  conclusion, I w ish  to  say  th at the  
Certified Public A ccountants of th is  S tate  
have sh ow n a very  fine sp ir it of coopera­
tion  in  w ork ing  w ith  m e to im prove coun­
ty  governm ent and I earn estly  ask  that  
you continue to  do so.
(1 ) endorsem ent by reso lu tion  of the  
princip les of arb itration , and (2) app o in t-  
m ent of a C om m ittee on A rbitration  
charged w ith  the duty of prom oting leg is­
la tion  for th e  arb itration  of com m ercial 
disp utes and encouragin g  th e  practice of 
such  arb itration . A fter  th ese  pre lim i­
n aries th e  on ly  add ition al step n ecessary  
to affiliation w ith  the A m erican A rbitra­
tio n  A ssociation  is  for a S tate  Society  to  
pass a reso lu tion  (a t a  m eetin g  of the  
m em bers or a m eetin g  of directors, ac­
cord ing to  th e  cond itions obta in in g) sub­
sta n tia lly  in  th e  fo llow in g  form :
“W hereas the ----------  (nam e of soc iety  or
a sso cia tio n ) recogn izes and endorses  
the p r incip les u n derly ing  arbitration, 
has created  a C om m ittee on A rbitration  
in  prom oting th e  arb itration  of com ­
m ercial d isp utes under adequate pro­
v is io n s  of law : T herefore,
“R esolved, T hat th e  p resident be and  
hereby is  authorized  and directed  to  com ­
m unicate to  th e  A m erican  A rbitration  A s­
soc ia tion  th e  desire of ----------  (nam e of
so c iety  or asso c ia tio n ) to  estab lish  th ere­
w ith  th e  rela tion sh ip  of affiliation, to  
carry out any fo rm a litie s  n ecessary  there­
to, and to  in form  th e  m em bers of the  
estab lish m en t of such  rela tion sh ip  w hen  
accom plished .”
It should  be borne in  m ind th a t no ex­
pense or financial ob ligation  is  incurred  
by such  an affiliation.
P rev iou s to  th e  entry  of The A m erican  
Society  in to  th e  prom otion of arb itration  
leg is la tio n  and practice, arb itration  law s  
co n sisten t w ith  th e  Federal A rbitration  
Act and th e  D raft S tate  Act, prepared  
and recom m ended by th e  A rbitration  A s­
sociation , had been passed in  th e  four  
S tates of M assachusetts, N ew  Jersey, N ew  
York, and P en n sy lvan ia . Subsequently  
and up to th e  present tim e sim ilar  law s  
have been passed  in  s ix  add ition al states, 
m aking  a p resen t to ta l of ten  such  sta tes  
c o n sistin g  of Arizona, C alifornia, Con­
necticut, L ouisiana, M assachusetts, N ew  
H am pshire, N ew  Jersey, N ew  York, P en n­
sy lvan ia , and R hode Island.
A rbitration  b ills  have been introduced  
and are s t il l  pend ing in  th e  leg is la tu res  
of T exas and W isconsin .
In  th e  la st sess io n  of th e  leg isla tu res  
of the S ta tes of Colorado, F lorida, Idaho, 
Indiana, Iowa, M aine, M aryland, M ichi­
gan, M issouri, M ontana, N ebraska, Ohio, 
Oklahom a, South Dakota, T ennessee, and  
W est V irg in ia , arb itration  b ills  w ere in ­
troduced, but fa iled  of passage or gov­
ernor’s approval for a v a r ie ty  of reasons. 
T he m ain  reason for the fa ilu res con­
sisted  of the fact that the arb itration  b ills  
did not co n stitu te  a  p o litica l m easure and  
th a t p o litica l m easures on th e  calendars  
operated to  prevent th e  arb itration  b ills  
from  eith er  being  reported out of com ­
m ittee  or g e ttin g  to  a vote on th e  floor. 
In  one in stan ce  the arb itration  b ill w as  
disapproved and vetoed  by the governor  
for th e  reason th a t during its  course  
through th e  leg isla ture, an am endm ent 
exem p tin g  a c lass of b u siness had been  
in serted  so th a t the m easure partook of 
th e  nature of c la ss  leg isla tion .
T he best lega l m inds in  the country  
support arb itration  leg is la tio n  con sisten t  
w ith  th e  F ed eral Act, such  as th e  D raft  
Sta te  Act, prepared and prom oted by the  
Am erican A rbitration  A ssociation . It is  
an unfortu nate  fact, how ever, th a t som e  
practitioners of the law , w ho are e ith er  
not so w ell in form ed or so broad in  v is ­
ion, oppose arb itration  law s w h ich  pro­
v id e  for th e  sa n ctity  of an arb itration  
clause conta ined  in  a com m ercial contract 
on th e  theory  th a t there should  be no 
b in d in g  agreem en t to  arb itrate a com ­
m ercial d ispute  except as v o lu n tarily  en­
tered in to  by th e  parties a fter  th e  d is­
pute has arisen . T h is is  unfortunate, but 
tim e and en ligh ten m en t w ill afford a 
rem edy, because there is  no m ore reason  
w h y any other coven ant in  a com m ercial 
contract should  be su sta ined  by law  th an  
th a t a covenant to arbitrate a d ispute  
a r is in g  betw een  th e  p arties to  th e  con­
tract should  be su sta in ed  by law . The  
law  w h ich  w as passed in  th e  la st sess io n  
of th e  L eg isla tu re  of th e  S tate  of Oregon, 
and approved by th e  governor, com es 
w ith in  the ca tegory  of law s w h ich  do not
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su sta in  an arb itration  covenant in  a com ­
m ercial contract. N o other S tate  has  
recen tly  passed such  a law . T he condi­
tion  affords ground for reflection  and 
a c tiv ity  on th e  part of th e  certified public  
accou ntants in  th a t State.
Som e other sta tes  need m odification of 
th e ir  arb itration  law s m ain ly  in  respect 
of su sta in in g  th e  covenant to  arbitrate  
w h ich  is  entered in to  previous to the ar is­
in g  of th e  dispute, so th a t arb itration  
clau ses contained in  com m ercial contracts 
m ay be effective. It is  urged th a t S tate  
so c ieties  and certified  public accountants  
genera lly  inform  th em selves w heth er or 
not the A rbitration  A ct in  th e ir  State, if  
there is  such, binds th e  parties to  a  con­
tract to an arb itration  clau se included  
therein , i f  there be such, just as firm ly  
as to  any other covenant in  th e  contract. 
W hether such a cond ition  ex is ts  the  
A m erican A rbitration  A ssociation , 521 
F ifth  A venue, N ew  York City, w ill be 
only  too glad to  cooperate an d /o r  advise  
in  th e  prem ises.
The appreciation  of the A m erican Ar­
b itration  A ssociation  for th e  a ss istan ce  
and cooperation  of certified  public ac­
countan ts has been expressed by Mr. 
L ucius R. E astm an , president of the  
A m erican A rbitration  A ssociation , in  the  
fo llow in g  w ords taken  from  h is  la st an ­
nual report: “S ince the b eg in n in g  of th is  
organization  w e have been indebted to  
th e  A m erican B an k ers’ A ssoc ia tion  for  
ass ista n ce  in  leg isla tio n ; and to  The  
Am erican Society  of Certified P ublic A c­
countan ts w e owe our th an k s for in va lu ­
able serv ice  in  th e  se lection  of m em bers  
of our N ational P anel of A rbitrators and  
in  leg is la tio n  and research .”
The N ational P anel of A rbitrators con­
s is ts  of 5,559 persons (a t the present  
t im e) w ho have expressed  to  th e  A m eri­
can A rbitration  A ssocia tion  w illin g n ess  
to  serve as arbitrators and w ho hold  ap­
poin tm ent therefrom  as such. T he m em ­
bers of th is  P anel co n stitu te  A rbitration  
T ribunals in  1,691 c it ie s  of th is  country. 
Since the president of th e  A rbitration  
A ssociation  issu ed  h is  annual report for  
th e  year 1928, the A rbitrators have in ­
creased to  th e  ex ten t of 1,048, and the  
num ber of T ribunals has increased  to the  
exten t of 163. T he m em bers of the Panel 
co n sist large ly  of bankers and law yers. 
T his N ational P anel includes on 262 cer ti­
fied public accou ntants located  in  181 
c itie s . C onsidering th e  opportunities for  
contact w h ich  such a relation sh ip  affords, 
th e  rep resentation  of certified public a c ­
countants in  th is  P anel should be much  
greater th an  it  is, w h ich  m eans th at an  
opportunity has been overlooked. In or­
der to  receive consideration  and probable 
appointm ent to  th e  P anel a ll a certified  
public accountant needs to do is  to  send
to  the A rb itration  A ssociation  h is  ap p li­
cation  for m em bership (professional 
c la ss) and an expression  of w illin g n ess  
to serve in  h is  com m unity  as an  arbi­
trator in  case called  upon so to do and  
there is  no conflict w ith  h is  professional 
engagem en ts or relation s.
The tim e for congratu lation  over ac­
com plishm ents in  th e  field of com m ercial 
arbitration  lie s  far  ahead. Som eth ing  has  
been accom plished in  arb itration  leg is la ­
tion . S om eth ing  has been accom plished  
tow ard the practice of arbitration. More 
rem ains to  be accom plished in  arbitra­
tion  leg isla tio n , but m uch m ore rem ains  
to be done to develop the “arbitration  
m ind” in  the com m ercial world, and  
th ese  are n ecessary  p relim inaries in  the  
creation  of a new  field of practice for the  
certified public accountant.
E xperience has show n th at th e  prob­
lem s a r is in g  in  the severa l sta tes are too  
varied to  be considered and treated  in  
general term s. A s questions or problem s 
arise  on w h ich  it  is  fe lt  th a t advice is  
needed, it  m ay be free ly  obtained from  
any m em ber of th is  com m ittee by any  
State  Society  official or chairm an of S tate  
Society  C om m ittee on A rbitration . I f the  
com m itteem an should  not feel sufficiently  
inform ed to  advise  on the subject, he w ill  
know  w here th e  best availab le  advice can  
be obtained and w ill undertake to  pro­
duce it.
T he experim ent of a Special C om m it­
tee  on A rbitration  havin g  proved som e­
w hat su ccessfu l, th e  present com m ittee  
has sou ght to have futu re com m ittees put 
on a m ore perm anent b asis and has per­
suaded th e  D irectors of T he Society  to  
request th e  C om m ittee on C onstitution  
and By-Law s to  recom m end an am end­
m ent, under the head in g  of S tan ding  
C om m ittees, as fo llow s:
“C om m ittee on A rbitration : A  com m it­
tee, com posed of such num ber of m em ­
bers as th e  president m ay determ ine, 
w hose duty it  sh a ll be to encourage State  
organ izations to  participate  in  procuring  
State  leg is la tio n  co n sisten t w ith  th e  F ed­
eral A rbitration  A ct and designed to  es­
tab lish  u n iform ity  in  S tate  law s in  re­
spect of th e  en forceab ility  of provisions  
in contracts for the arb itration  of d is­
putes a r is in g  thereunder and of contracts  
to arbitrate entered in to  a fter  the dispute  
has a r isen  and, in it ia lly  and cooper­
atively , to prom ote and foster  th e  prac­
tice  of arb itration  as the m ost effective, 
expeditious, econom ical, and sa tisfactory  
m eans by w h ich  com m ercial d isputes m ay  
be settled .”
W hen th is  am endm ent is  placed before  
th e  m em bers of The Society  it  should re­
ceive th e ir  favorable consideration  and  
vote.
Inasm uch as th e  prom otion of com m er­
c ia l arb itration  s t il l  ex ten siv e ly  in vo lv es  
educational work, th e  A m erican A rbitra­
tion  A ssocia tion  finds it  n ecessary  or de­
sirable to  d istr ibu te  a considerable am ount 
of litera tu re  on the subject. T h is litera ­
ture is  regu larly  d istributed  to  m em bers 
of the A rbitration  A ssociation , and m em ­
bership  in  the professional c lass, w hich  
inclu des certified  public accountants, costs  
only  $10 per annum  for dues. L iterature  
w hich is  not d istributed  free is  ava ilab le  
to m em bers of an y  c lass at th e  cost price. 
An o u tstan d in g  w ork so  availab le, and at 
a cost price of $1.75, is  under th e  t it le  
“Su ggestion s for the P ractice  of Com­
m ercial A rbitration  in  th e  U n ited  S ta te s .” 
T his is  the m ost thorough  and com plete  
work of the k ind  extant. It has an edu­
cation al va lue for the stu dy  of arb itration  
abstractly  and concretely, esp ec ia lly  w hen  
used in  conjunction  w ith  the D raft S tate  
A rbitration Act, w h ich  is  availab le  w ith ­
out cost. T he com m ittee  u n stin ted ly  
recom m ends stu dy  of both to  a ll certified  
public accountants, su b stitu tin g  for the  
la tter  th e  A ct of th e  S tate  if  con sisten t  
w ith  the F ederal Act and the D raft S tate  
Act.
B y reason of th e  leg isla tion  program  
of th e  A m erican  A rbitration  A ssoc ia tion  
for the year 1929, th e  m em bership of th is  
com m ittee  for th a t year w as expanded  
to cover the 18 S tates of Colorado, Con­
necticut, D elaw are, I llin o is , Indiana, 
Iow a, M aryland, M ichigan, M innesota, 
M issouri, N orth  C arolina, Ohio, Oregon, 
Rhode Island, South  Carolina, T exas, 
W ashington, and W isconsin . T he se lec­
tio n  of m em bers w as m ade by th e  presi­
dents o f S tate  Societies, as usual. T he  
personnel of th e  com m ittee appears on 
page 6 in  T he S oc iety ’s d irectory of M ay
1,  1929.
A rbitration  leg is la tio n  w h ich  had not 
been foreseen  arose in  the S tates of A ri­
zona, F lorida, Idaho, M aine, M ontana, N e­
braska, N ew  H am pshire, O klahom a, South  
Dakota, T ennessee, and W est V irg in ia , in  
all of w h ich  th e  in terest and a c tiv ity  of 
State  so c ieties  or in fluentia l certified pub­
lic  accou ntants w as read ily  obtainable  
and has been th e  subject of favorable  
com m ent by th e  A rbitration  A ssociation .
A ttendance a t th e  annual m eetin g  of 
The Society  in  N ew  York C ity on Septem ­
ber 5, 6, and 7, 1929, w ill afford oppor­
tu n ity  to those w ho are in terested  in  the  
Cause of A rbitration  to  v is it  and obtain  
in form ation  from  its  headquarters in  th is  
country, v iz., th e  offices of th e  A m erican  
A rbitration A ssoc iation  in  521 F ifth  A ve­
nue at 43rd Street.
To those atten dan ts at the annual m eet­
in g  of T he Society  w ho rem ain over for  
the In ternational Congress on A ccount­
ing, w h ich  w ill consum e th e  w eek  beg in - 
n in g  Septem ber 9, 1929, an  in c id en t in
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rela tion  to  arb itration  w orth y  of m ention  
and consideration  is  a  luncheon  w h ich  
w ill be g iv en  under th e  ausp ices o f th e  
A m erican Arbitration, A ssoc ia tion  on F r i­
day, Septem ber 13, 1929, and a t w h ich
W IT H  but a few  exceptions very  lit t le  progress has been m ade in  accountancy in  Central and  
South A m erica; th is  is  true of account­
in g  as a profession  and a s  an educational 
discip lin e.
Your com m ittee in  th is  report is, how ­
ever, endeavoring to  g ive  as com prehen­
siv e  an outline o f the sta tu s of account­
ancy education and practice in  each coun­
try as has been m ade passib le by m eans 
of the som ew hat m eager in form ation  th at 
has filtered through.
CUBA
P rox im ity  to  the U n ited  S tates and the  
in tim a te  b u siness “tie-up” betw een the  
States and Cuba have doubtless been re­
sp onsib le  for som e of the recent, progres­
siv e  developm ents in  accountancy in  
Cuba.
B y presidentia l decree of March 2, 1927, 
a Prim ary and a Superior School o f Com­
m erce w ere created. T his decree provides 
for the creation  of elem en tary  schools of 
com m erce in  the capita l o f each province; 
schools of th is  grade are already in  oper­
a tion  in  H avana, Santa Clara and S an ti­
ago. T hese are governm ental schools, 
tu itio n  being  free. C ourses are offered 
lead in g  to  certificates o f  ty p ist, sten og­
rapher (Sp an ish  and E n g lish ), sa les  
agent, correspondent, custom house ex­
pert, bookkeeper, and private accountant. 
The accou ntant’s  degree fo llow s three  
years of study, th e  candidate be ing  pre­
sum ed to have a com m ercial education  
som ew hat lik e  th at obtainable in  a com ­
m ercial h igh  school in  the S tates.
The “E scuela  Superior de Com ercio” 
(Superior School of Com m erce) grants  
two degrees, nam ely, those  o f “Contador 
publico autorizado” (authorized public  
accountant) and “contador in d u str ia l” 
(in d u str ia l accou ntant). The com pletion  
o f a  three y ea rs’ u n iv ersity  course is  
prerequ isite  to  ob ta in in g  th ese  degrees, 
and in  add ition  the candidates m ust be 
graduates from  one o f the elem en tary  
schools of com m erce.
T he authorized public accountant de­
gree is  prim arily  one of a governm ental 
nature, in  v iew  o f the fact th at the h igh ­
e st  p osition s o f a  tech n ica l-adm in istrative  
nature in  State, p rovincia l and m unicipal 
adm in istra tion  are to be filled by those  
h old in g  th at degree; th e ir  ta sk  is  
to  certify  to the correctness of a ll ac­
cou n tin g  transactions, in ventories, m oney
brief speeches on th e  subject w ill be de­
livered .
R esp ectfu lly  subm itted  for th e  com ­
m ittee,
HOM ER A. D U NN, Chairm an.
balances, etc. In other words, they are  
v irtu a lly  executive  guardians of public  
funds and properties.
T he ind u str ia l accountant ranks w ith  
the authorized public accou ntant and  
m ay perform  the fu n ction s of the latter, 
but, in  addition , he sh all act as auditor  
of the funds and properties of railroads, 
sugar m ills  and other in d u str ies “certify ­
in g  to  th e  accounts and va lu a tio n s of 
such in stitu tio n s  under h is  personal 
know ledge.” (Quoted from  The A m eri­
can A ccountant, A ugust, 1929.)
The public com m ercial schools are un­
der the partia l su pervision  of a Board of 
C ounsellors com posed of:
1. One m em ber selected  by the Cuban
Cham ber of Commerce.
2. One appointed by the N ation a l A s­
sociation  of M anufacturers.
3. One by the E conom ic Society  of
F rien ds of the Country.
4. One by the H avana C learing H ouse.
5. One by the H avana Stock E xchange.
6. One by the Produce E xchange.
7. The D irector of  In du stry  and Com­
m erce of the D epartm ent of A gri­
culture, Com m erce and Labor.
8. The G eneral Superin tendent of
Schools.
9. T w o m em bers appointed by the P res­
ident of the Republic on the advice  
of th e  Secretary o f P ublic In struc­
tion .
(A s listed  in  The A m erican A ccountant, 
A ugust, 1929.)
W ith  th is  educational background to  
professional preparation in  Cuba, i t  w ould  
appear th a t a prom ising  future ex ists  for  
accountancy in  Cuba.
There is  as y e t no organization  of pub­
lic  accountants in  Cuba and m ost o f the  
responsib le w ork is  being done by United  
States accou nting  firm s. In tim e the  
graduates of the Superior School o f Com­
m erce w ill becom e th e  certified public ac­
countants o f  Cuba.
R ecen tly  an  accou nting  and financial 
m agazine, c losely  resem bling  the Journal 
of A ccountancy in  form , and called  “Con- 
tabilidad Y F in an zas,” w as started ; it  is  
published in  H avana.
AR G E N T IN A
The s itu a tio n  w ith  regard to  account­
ancy  as a legalized  profession , in  the Ar­
gentine  R epublic, bears som e sim ila r ity  
to  conditions in  the U nited S ta tes; not  
that the developm ents are anyw here as
ex ten sive , but in  th a t the degrees granted  
are purely  to the ind iv idu a l from  the au­
th o r itie s  and not through the m edium  
o f soc ieties  or in stitu te s  a s  in  Great 
B rita in .
In  order to  m o st adequately ou tlin e  
past and present conditions in  A rgentina, 
we quote from  a paper read before the  
B irm ingh am  Chartered A ccountant Stu­
dents’ Society  on F ebruary 15, 1929, by 
Mr. J. A. P illin g , F. C. A., of D eloitte , 
Plender, Griffiths & Co., furn ished  
through th e  k in d n ess o f Mr. V iv ian  Har- 
court of N ew  York:
“T he accountancy profession  h as long  
been estab lished  in  South A m erica. In  
the A rgen tine  it  w as lega lly  created and 
recognized in  the year 1836, w hen  it  w as  
decreed that a public accountant m ust (1) 
officially be declared com petent, (2) be 
an A rgen tine c itizen  of not less th an  25 
years o f age, (3) be o f good character and 
conduct, (4) be exam ined by the Appeal 
Court as to h is know ledge of law , and (5 )  
be exam ined  in  a r ith m etic  and account­
in g  by such persons as th e  governm ent 
should  designate . The num ber o f public  
accountants w as fixed at only e ight. In  
1863 the lim ita tio n  in  num ber w as abol­
ished  and in  1892 a College of A ccount­
ants w as founded in B uenos A ires, w h ic h, 
in  1897, w as throw n open to  foreigners.
“In the A rgen tine the profession  w as  
constitu ted  from  a purely ind iv idu al 
point of v iew , a s contrasted w ith  the m an­
ner in  w h ich  i t  h a s grow n up in  Great 
B rita in , i. e., through the m edium  of in­
stitu te s or soc ieties .
“The ind iv idu a l A rgen tine accountant 
w as recognized as such by the law  courts, 
and u n til recen tly  the exam in ation  as to 
h is  com petency w as en tire ly  in  the hands 
of th e  courts. I t  w ill therefore be read ily  
understood th at such a qualification  w as  
by its  nature very  m uch m ore leg a l than  
com m ercial, the exam in ation  in  law  be­
in g  conducted orally  by th e  judges of the  
Suprem e Court of a  P rovince, w ho en ­
trusted to  the A ccountant-G eneral of that 
province the exam in ation  (a lso  oral) of 
the candidate in  accounting. The pro­
fe ssio n  w hich , as I  have already said, 
w as on ly  open to  A rgen tine c itizen s has  
since been reorganized and is  now  open  
to foreigners a s  w ell a s A rgentines. It  
is  linked  to  the U n iversity  of B uenos  
A ires and the qualification  is  a purely  
academ ic one, in v o lv in g  no  practice in  ac­
counts o ther th a n  th a t afforded by  book­
keep ing  c lasses, dea lin g  not on ly  w ith  
com m ercial and com pany accounting, but 
also  w ith  specia l branches such as banks, 
ra ilw ays, etc.
“There is  no such th in g  as an appren­
ticesh ip  under a practic in g  accountant, 
but, a s th e  qualification is  a  u n iv ersity  
one, i t  in vo lves a  five y ears’ pre lim in ary  
course in  gen era l subjects. There are  
then three grades open to  a candidate: he  
m ay becom e a m ercantile  expert (P er ito  
M ercan til), w h ich  m eans th a t he h a s
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sim p ly  passed exam in ation s w h ich  are 
supposed to  prove h im  to  be a trained  
clerk or bookkeeper.
"A fter  a three y ea rs’ course in  add ition  
to the five y ea rs’ u n iv ersity  course, a can­
didate m ay obtain the diplom a of public  
accountant (C ontador P u b lico ). The  
exam in ation s are both w r itten  and oral, 
the w r itten  ex a m in a tio n s being  usually  
confined to  tw o  or three subjects (not 
qu estion s), on each of w h ich  the candi­
date has to  w rite  w h at is  rea lly  a short 
essay.
“ Students w ho desire  to  pursue further  
the ir  stu d ies in  econom ic subjects are 
offered an add ition al course of tw o  years, 
a t the end of w h ich  a su ccessfu l candidate  
takes the degree of doctor in  econom ic  
science.
“Such i s  a broad o u tlin e  of the con­
stitu tio n  of the A rgen tine accountancy  
profession .
“The College of D octors in  E conom ic  
Scien ce and N a tion a l P ublic A ccountants, 
as it  is  now  called, has over 500 m em bers, 
but it  is  a purely  vo lun tary  association  
and has no official standing.
“W ith  regard to  the w ork of the A r­
gentine  accountant, h is  only official open­
in g s  at present, apart from  specific ap­
poin tm ents by th e  courts, are, in  connec­
tion  w ith  bankruptcy proceedings. If a 
m erchant app lies to  the courts for the  
ca lling  of a m eetin g  o f cred itors, an ac­
countant is  appointed by the judge to  
draw up a sta tem en t of affairs and to ex ­
press an  op in ion  w ith  regard to the con­
duct of the debtor. The rem uneration  
for h is  report is  genera lly  2 per cent of 
the a sse ts  show n in  the balance sheet, 
u n less the esta te  is  a  very  large one, and  
th is arrangem ent o ften  in v o lv es the pay­
m ent of a fee out of a ll proportion to  
the w ork done.
“In add ition  to  th e  appointm ents ju st  
m entioned, the practice is  g row in g  of 
app ointing  qualified m en to  such posts in  
governm ent departm ents a s  m ay be con­
sidered  to  n ecessita te  a kn ow ledge of ac­
counting. The holders of the h igher de­
gree of doctor in  econom ic science are 
generally  preferred to  those w ho have  
sim p ly  qualified as accou ntants in  the  
three y ears’ course. There is  a lso  a 
grow ing  body of in sp ectors o f public com ­
pan ies, w h o  are genera lly  recru ited  from  
the ranks of the doctors.
“In  concluding m y rem arks in  regard  
to the A rgen tine accountants, I m ay say  
th at the ir  w ork is  p ra ctica lly  never in  
com petition  w ith  th a t of B r itish  account­
ants. There i s  one poin t, how ever, w h ich  
m ay a t any tim e becom e o f  im portance: 
ag ita tio n  has taken  place from  tim e to  
tim e for  the res tr ic tin g  o f appointm ents  
as sin d icos to  lim ited  com panies to  m em ­
bers of th e  College o f A ccountants, and 
bills in  regard th ereto  have been intro­
duced on one or tw o occasions. The fact 
that d irectors prefer to reta in  such ap­
poin tm ents in  th e ir  ow n hands (subject
to the approval of the general m eetin g ), 
and a lso  th a t th e  law yers (w ho are a 
pow erful body) in  m an y  cases obtain  the  
app oin tm en ts for them selves, have m ili­
tated  a g a in st the su ccess o f leg isla tio n  
in  th is  direction . If a res tr ictive  law  
of th is  k ind cam e in to  operation , it  w ould  
possib ly in terfere  w ith  the aud itorsh ips  
of num erous local com panies w hose pres­
en t sin d ico s are B r itish  accountants.”
Mr. P illin g  exp la in s the du ties of 
“sin d ico s” to  lim ited  com panies, above  
referred to as follow s:
“T he sin d ico  i s  elected  once a year by  
a general m eeting , and m ay be d ism issed  
at any tim e by the sam e authority . In  
add ition  to  th e  auditor it  is  the usual 
practice to appoint a vice-auditor, called  
a ‘sind ico  su p len te ,’ w hose fun ctions only  
com m ence w hen  the aud itor is unable to 
act. W hen a m em ber of an E n g lish  firm  
of accou ntants i s  appointed a s  a sind ico , 
it  i s  genera lly  found advantageous to  
nam e another m em ber of the sam e firm  
as vice-auditor, and in th is  w ay the con­
tin u ity  of the aud it is preserved.
“A part from  such specia l pow ers as 
m ay be g iven  by the sta tu tes of a com ­
pany, the com m ercial code provides that 
the aud itor shall:
“ (1) E xam ine the books at any tim e, 
and at least once a quarter;
“ (2) Call extraord inary  general m eet­
ings, should he consider it  necessary, or 
the ordinary m eeting, should the direc­
tors om it to do so;
“ (3) A ttend , w ith  the r igh t of voting, 
at board m eetings should he consider it  
advisab le;
“ (4) W atch the adm in istration  of the  
com pany and frequently  v erify  the cash  
and secu rities;
“ (5) See th at the sta tu tes are observed, 
so far a s the part taken by shareholders  
in m eetin gs is  concerned;
“ (6) E xam ine in to  liq u idation  opera­
tions; 
“ (7) E xpress h is  opin ion on the report 
and balance sh eet subm itted  by the d i­
rectors; and
“ (8) G enerally, see th a t the directors 
com ply w ith  the law s, sta tu tes and reg­
u la tio n s of the com pany.
“If  there is  a vacancy on a board of 
directors and it  can not leg a lly  be filled  
in any other m anner, an auditor m ay  
nam e a new  d irector to act u n til the next  
general m eeting. On one occasion it  fe ll 
to m e to m ake an appointm ent of th is  
kind.
“From  w h a t I have ju st said you w ill 
see th at in  add ition  to  the du ties as ordi­
narily  understood by E n g lish  aud itors the  
aud itor of an A rgen tine com pany has  
considerable pow ers and respon sib ilities.
“It is  custom ary to  fix the rem unera­
tion  of aud itors by m eans of a percentage  
of the profits. T his, in  the op in ion  of 
E n glish  accountants, is  an inequ itab le  
way of dea lin g  w ith  the m atter, as it  m ay  
m ean th a t an auditor m ay receive an in ­
fin itesim al fee, or no fee a t all i f  a loss  
is show n, w h ile , on the other hand, the  
fee m ay be quite out of proportion to  the  
serv ices rendered i f  a com pany m ake a  
huge profit. E n g lish  accountants, there­
fore, genera lly  arrange, a t  an y  rate in  
the case o f n ew  com panies, th a t the fee  
sh a ll be fixed by th e  general m eeting , as  
in E nglan d .”
The A rgen tine  G overnm ent apparently  
d esires to  protect investors in  national  
and foreign  corporations very  carefully , 
and now  requires the publication  period i­
ca lly  of corporate balance sh eets accord­
in g  to  designated  standard form s. T his  
s itu a tio n  is  again  adm irably covered by  
Mr. P illin g ’s paper as fo llow s:
“In  1907 the A rgen tine G overnm ent 
passed a law  w h ich  m ade it  ob ligatory for  
national and foreign  jo int-stock com ­
pan ies to subm it quarterly balance sh eets  
to the Board o f In sp ection  for publica­
tion , and banks w ere ordered to  publish  
m onth ly  balance sheets.
“In 1909 m odification  w as m ade w here­
by it  w as enacted th at those com panies  
not d ea lin g  w ith  funds, e. g. (debenture  
m oney), other than  those obtained from  
the issu e  of their  own shares, need only  
subm it th e ir  a n n u a l  balance sh eets  to the  
Board of Inspection .
"Standard form s of balance sh eets w ere  
subsequently  designed for banks and in ­
surance com panies, but it  w as not un til  
1925 th at the standard form s for the bal­
ance sh eets  and profit and lo ss  accounts  
of nationa l ind ustria l and com m ercial 
com panies w ere estab lished . T hese form s  
were subsequently  m ade to  apply also  to  
the branches of foreign  com panies.
“I do not propose to  deal w ith  the  
form s for the balance sh eets of banks 
and insurance com panies, as the m ajority  
of the com panies in  A rgen tina  are com ­
m ercia l or ind ustria l.
“A t the tim e the standard form s w ere  
introduced the Inspector-G eneral sa id  
that a  balance sh eet to  fu lfill its  purpose  
m ust (1) sh ow  the exact and  true resu lt  
of the financial and trad ing  a c tiv it ie s  of a  
com pany du rin g  a determ ined len gth  of 
tim e, and (2) be a real sta tem en t of th e  
com pany’s cap ita l at the c losin g  o f th e  
said  period. H e a lso  said  th at for a bal­
ance sh eet to  com ply w ith  these  tw o con­
d itio n s it  is  essen tia l th at its  d ifferent 
item s sh ou ld  be c learly  separated, lo g i­
ca lly  classified  and properly assem bled.
“It says a great deal for the form s pro­
vided by the A rgen tine au th o rities  th a t  
they have w orked sm ooth ly  and th at i t  
has not been n ecessary  to m ake any a lter­
ations.
“The a ssets  side o f the standard  bal­
ance sh eets show s the item s divided in to  
seven  m ain  groups:
“ (1) F ixed  assets: co n sistin g  of real 
property, m achinery, furn iture, etc. 
(sh ow ing  in  each case  the am ount o f de­
preciation  w r itten  off to d a te ), and in ­
vestm en ts in  other com panies;
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“ (2) C ircu lating assets , v iz., m erchan­
dise, livestock  and va r io u s in v estm en ts;
“ (3) L iquid assets: cash at bankers and  
in  hand;
“ (4) Current assets , viz., debtors on 
current account, secured debtors, b ills  
receivable, overdue debtors, doubtful 
debtors, ca lls  due on shares and deben­
tures; 
“ (5) Suspense item s, viz., expenses paid  
in  advance and in terim  d iv idend s;
“ (6) N om inal assets , viz., good w ill, 
trade m arks, p aten ts, concessions and for­
m ation  expenses, in  each case sh ow ing  
the am ount w r itten  off; and
“ (7) Profit and loss account, i f  in  debit.
“T he item s on the other sid e  of the  
balance sh eet are d ivided in to  four m ain  
groups, viz.:
“ (1) Capital and reserves: inclu d ing  
subscribed capital, leg a l reserve and gen­
eral reserves;
“ (2) Current lia b ilit ie s:  com prising  
creditors on current account, secured  
creditors, b ills  payable and debentures;
“ (3) Suspense item s, v iz., accounts pay­
ab le  and dividends payable; and
“ (4) Profit and lo ss account, i f  in  
credit.
“Pro form a accounts, show n on each  
side o f the balance sheet, represent b ills  
discounted , d irectors’ qualification  shares, 
deposits for sa fe  custody, consignm ent  
stocks, etc.
“The published balance sh ee ts  m ust  
fo llow  th e  standard form , even  w here a 
com pany does not have a particu lar c lass  
of asset or lia b ility , in  w h ich  case the  
word ‘n il’ is  inserted .
“In add ition  to  the standard form  of 
balance sh eet a  standard form  of profit 
and lo ss  account h as been provided, but 
th is  ca lls  for no special com m ent.
“W ith  the standard form s the Board of 
In sp ection  issu ed  detailed  in stru ction s  
as to  their  in terp retation , w h ich  exp la in  
in  m uch deta il how  the a ssets  and lia ­
b ilitie s  are to  be c lassified . T hey a lso  
provide that depreciation  sh a ll be w ritten  
off qu ite independently  of the resu lts of 
w orking, the obligatory  rates to  be em ­
ployed being  reckoned ann ually  on or ig i­
nal costs, as fo llow s:
“ (1) F urn iture, fittin gs, w ork in g  a n i­
m als and veh icles, 10 per cent.
“ (2) M achinery, 5 per cent.
“ (3) In sta lla tion s, tools, prelim inary  
expenses, etc., 20 per cent.
“ (4) P a ten ts and concessions— to be 
w ritten  off over th e ir  life .
“ (5) Other a ssets  and book debts: no 
specific rate of depreciation  is  stated , but 
it  is  obligatory to  m ake proper provisions.
“It is  a lso  provided th at su ch  item s as 
good w ill, trade m arks, etc., sh a ll be w r it­
ten off by su bstantia l percentages as soon  
a s  possib le , and th e  ru les m entioned  do 
n ot exclude th e  p o ss ib ility  of provid ing  
for depreciation at rates h igher than  
those set out.
“In cases w here th e  depreciation  pro­
vided is  not in  accordance w ith  the rules  
or is , in  the opin ion of th e  Inspector, in ­
sufficient, he m ust draw  atten tion  to  the  
m atter at the general m eetin g  and, if  the  
accounts are not am ended in  a sa tis ­
factory m anner, the Board of Inspection  
m ay cause a note to  th is  effect to  be ap­
pended to the published balance sheet.
“W ithout exp ressin g  an opin ion as to  
the c lassification  of a sse ts  and lia b ilitie s , 
th e  standard fo rm  o f balance sh eet ap­
pears to  have been w e ll thou ght out, and 
it  certa in ly  g iv es  a  shareholder a far 
better idea of th e  financial position  of h is  
com pany th an  he could hope to  obtain  
from  the very  condensed balance sh eets  
w hich in  m any cases w ere previously  sub­
m itted . One great advantage o f the new  
ru les is  th at it  is  now  obligatory to  pro­
vide depreciation  on a sc ien tific  basis, no 
m atter w h eth er profits are sufficient or 
not, w h ich  is  a  question  w ell w orth  care­
fu l study in  th is  country.”
The a ssocia tion  of accou ntants know n  
as the “C olegio de Contadores,” is  m erely  
a vo lun tary  a sso cia tion  of qualified ac­
countants, and has no official sta tu s. The 
Colegio has a m em bership of over 500, 
but it  is  not very  active.
There have been severa l fa lse  im pres­
s io n s expressed  from  tim e to  tim e w ith  
reference to  the sta tu s of foreign  account­
in g  firm s in  the A rgentine. T he foreign  
firms do n ot have to  “take-in” as em ­
ployees or m em bers of their  firm s A r­
gentine public accountants to  s ig n  the  
balance sh eets prepared by them . Quot­
in g  Mr. D rysdale of D elo itte , P lender, 
Griffiths & Co., w ho w rites  Mr. H arcourt 
under date o f March 9, 1929, w e find:
“The balance sh eet o f a com pany is 
‘produced’ by th e  d irectors; and it  is  the  
duty of the s in d ico  to  exam ine it  and  
report upon i t  to  the shareholders. P art­
ners o f our firm s (D elo itte , P lender, G rif­
fiths & Co.) w ho are not co n tadores pub- 
licos, hold m any such  appointm ents, and  
their signatu res are accepted both by the  
shareholders and by th e  Board o f  In ­
spection  of P ublic Com panies, w h ich  is  a 
v ery  active  body, w ith  large pow ers.” In  
other w ords, “s in d ico s” do not have to 
be “contadores publicos.”
A gain  there has apparently been som e  
m isun derstand in g  regard ing  exam in a­
tions. T here is  no special exam in ation  
after graduation  from  th e  un iversity . 
The exam in ation s for graduation are the  
only q u a lify in g  exam in ation s. F o re ig n ­
ers, by the w ay, w ith  C. P. A., or C. A. 
degrees, can not qu alify  by tu rn in g  in 
th e ir  credentia ls and p assin g  an exam i­
nation in  Spanish , on the ground th at  
these degrees are not u n iv ersity  degrees.
It is  qu ite apparent as w e sh a ll see  
later, th a t of a ll th e  South A m erican  
countries, A rgentina has m ade the m ost 
progress in  accountancy education  and  
in  g iv in g  a very  respectable sta n d in g  to  
the public accountant. T here is, of course, 
a need for an active  soc iety  in  the Ar­
gen tin e; probably the C olegio w ill in  tim e  
see  th is  need and act accordingly.
BRAZIL
In  connection  w ith  our in v estig a tio n  
of accountancy affairs in  B razil our Com­
m ittee  is  aga in  indebted to  the fine co­
operation from  firm m em bers of D elo itte , 
Plender, Griffiths & Co. W e can do no  
better than  quote from  the m ateria l fur­
n ished  u s  in  th is  w ay. In a letter  from  
the R io  de Janeiro  partner of th e  above  
m entioned  firm dated M arch 16, 1929, w e  
find the fo llow in g:
“The accountancy profession  is  in  its  
in fa n cy  in  B razil and there are no recog­
nized so c ieties  ex is tin g  here in  connection  
therew ith .
“A  project w as prepared for su bm ission  
to Congress la st year for the com pulsory  
reg istra tion  o f  bookkeepers and account­
ants, but did not pass beyond th e  in it ia l  
stages.
“T here is  no  p rofession  of accounting  
in  th is  country and there are very  few  
‘free lan ces’ even, w ho do the sty le  of 
work th at form s the b asis of our bu siness, 
except a group o f people, sty led  ‘P er ito s’ 
(E x p erts), from  am ong whom  there are  
u su a lly  se lected  the liquidators, receivers, 
etc., in  case of bankruptcies, liq u id ation s, 
etc., com ing under the ju r isd ic tio n  o f th e  
courts; th e  official fe e s  for  w ork of th is  
descr ip tion  are very  unrem unerative.
“E very  reg istered  lim ited  com pany is  
required by law  to have a ‘F isca l Coun­
c il’ com posed o f three or m ore m em bers, 
w ho append a report to  the annual ac­
counts and w ho are required to  be con­
su lted  by th e  d irectorate at variou s other  
junctures. Such serv ices are, in  general, 
rem unerated, though  th ey  are, m ore often  
than not, of a very  perfunctory nature. 
The m em bers o f the ‘Conselho F isca l’ are 
very often  personal fr ien d s of the d i­
rectorate and have no professional stan d­
in g  or qualification.
“Such in stitu tio n s  as th e  C om m ercial 
A ssocia tion s of the variou s c itie s  provide  
courses of com m ercial education , inc lu d­
in g  bookkeeping, in  the curricu lum  for  
th e ir  m em b ers; w e b elieve th a t such  
courses are w ell attended and th ey  resu lt  
in  im provin g  the general standard of com ­
m ercia l efficiency.”
A sum m ary o f  the proposed leg is la tio n  
is  in  the hands of th is  com m ittee.
B R IT IS H  HONDURAS  
We have a report from  the D epartm ent 
of Com m erce (B ureau o f F oreign  and  
D om estic  Com m erce) of the U nited  S tates  
th ro u g h  th e  A m erican  consul a t B olize, 
that there are no organizations of ac­
countants, and no certified public account­
ants in  B r itish  H onduras.
B R IT ISH  A N D  DUTCH GUIANA  
N o developm ents in  th ese  countries. 
T he govern m en ts em ploy th e ir  ow n ac­
countan ts and aud itors for w h atever  
needs ex ist.
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BOLIVIA
T here is  no accou n tan ts’ organization  
in  B oliv ia . P ra ctica lly  a ll the public ac­
cou n tin g  w ork is  handled by tw o  E n g lish  
firm s. No n ative  accou ntants are quali­
fied according to C. P. A. standards in  
the U nited S ta tes; public accountancy is  
n o t a governm ental a ctiv ity . The P er­
m anent F isca l C om m ission in sp ects the  
"books of corporations in  connection  w ith  
th e  co llection  o f taxes, in  som e instances.
CANAL ZONE
N o a c tiv ity  reported from  here.
CHILE
C hile is  apparently  m ak in g  som e prog­
r ess  in  accountancy. T h is is  evidenced  
by the fa c t th at there are three associa ­
tio n s of accountants, nam ely:
1. Sociedad de Contadores T itu lados  
P or el E stad o  o f Santiago.
2. A sociacion  de Contadores de Chile 
o f Santiago.
3. A sociacion  de C ontadores T itu lados 
o f  Talca.
A nother evidence of a c tiv ity  is the fact 
th a t tw o of these  groups are figh ting  for 
recogn ition  and are try in g  to  get to ­
gether, and th a t efforts have been m ade  
to  get a  law  through w hich  w ill probably 
c losely  resem ble our S tate  C. P. A. law s. 
Mr. Thom as R. L ill , a m em ber of our 
com m ittee  w r ites  th at he has urged “that 
the m atter be placed under the jur isd ic­
tion  of the U n iv ersity  of C hile,” but th at  
a t  present “the U n iv ersity  does not have  
a n y  adequate in stru ction  in  accou nting .” 
H ence there has been som e objection to  
U n iversity  su perv ision .
Mr. L ill further in d ica tes th a t the gov­
ern m en t is  be ing  pressed to  create ac­
countan cy  courses a t the U n iversity  so 
th at U n iv ersity  su perv ision  m igh t m ean  
som eth in g . H e a lso  in d ica tes th a t i f  a 
la w  be passed lic en sin g  accountants, it  
would probably have to  contain  a w aiver  
c lau se— the law  w ould hardly have any  
support from  the ex is tin g  groups of ac­
cou n tan ts w ith o u t such a clause; an ex­
a m in a tio n  m ig h t be required to  estab lish  
fitness.
F urther developm ents are ind icated  by 
th e  fact that the C hilean G overnm ent is  
rea lly  stu d y in g  the problem  of lega liz in g  
the accountancy profession .
The tw o  accou ntants’ a ssocia tion s in  
S a n tiago  get out annual b u lle tin s of their  
proceedings.
A  copy of a  proposed la w  estab lish in g  
the sta tu s and fun ctions of public ac­
countan ts is  in  the hands of our Com­
m ittee . T h is proposed leg is la tio n  w as 
form u lated  by the accou ntants of Chile 
a t th e ir  first Congress of A ccou ntan ts in  
A p ril, 1927. The proposals seem  to  ind i­
cate  a very  p rogressive  outlook.
Our C om m ittee a lso  has availab le the  
C on stitu tion  and B y-L aw s of th e  tw o  
S a n tia g o  a ssocia tion s a s  w e ll a s the an­
nu al b u lletin s o f one o f them .
It is  the op in ion  of th is  C om m ittee th a t  
C hile offers T he A m erican Society  of Cer­
tified P ublic A ccountants a real field for  
constructive  w ork, th at is, i f  our so c iety  
is able to  undertake it. D evelopm ents in  
C hile seem  to  in d icate  a sym p athy  for  
m any of our id eas and m ethods. F or­
tunately, one o f our com m ittee m em bers, 
Mr. L ill, i s  located  in  Santiago.
COLOMBIA
R eports from  Colom bia in d ica te  very  
litt le  a c tiv ity . There is  an associa tion  
of accountants, but m em bership at pres­
ent is  confined to  accountants em ployed  
by the governm ent. I t is  hoped that, 
la ter  on, other accou ntants w ork ing  in  
B ogota w ill be adm itted .
COSTA RICA
T here are no a sso cia tio n s of accou nt­
ants nor leg a lly  recognized public ac­
countants in  Costa Rica.
DOM INICAN REPUBLIC
N o pu blic  accountants of th is  R epublic  
nor any a ssocia tion s of accountants.
ECUADOR
E cuador has one association  o f account­
a n ts know n a s the Sociedad Cultural de 
Contadores. T he soc iety  publishes a 
rev iew  of it s  proceedings. T he la test re­
ports in d ica te  th a t the so c iety  does not 
as yet have a lega l ex isten ce.
T he object of the soc iety  is to  prom ote 
the stu dy  of accountancy on the part of 
it s  m em bers and to  ra ise  the standards 
of accountancy practice in  Ecuador. It 
hopes thereby to  bring about official 
recogn ition  and regu lation  o f the pro­
fession .
GUATEM ALA
G uatem ala has no organization  o f pub­
lic  accountants, public accountancy is not 
a recognized profession  and is in  no w ay  
linked  w ith  the governm ent.
H A IT I
T here is  no  organization  of account­
ants in  H aiti.
R eports ind icate  that accountancy prac­
tice  fo llo w s F rench  procedure, although  
these  are not by any m eans up to  m odern  
standards. The governm ent regu la tes the  
kind o f books to be used and requires the  
use o f a  “stam ped” journal and ledger. 
L oose-leaf books are not adm issib le  in  
court proceedings.
M ost b u sin ess is on a sm all scale.
P ublic accountancy is  not linked  up 
w ith governm ental a c tiv itie s  except that 
in case of bankruptcy the court m ay ap­
point an  accountant to  act as a  “Syn- 
dicat,” i. e., as a receiver.
R EPU BLIC  OF H ONDURAS
The R epublic of H onduras has an asso ­
c ia tion  of accou ntants designated  as “So­
ciedad de T enedores de L ibros,” w ith  
headquarters at T egucigalpa. T h is so­
c iety  has an  official organ know n as “E l 
E conom ista  H ondureno,” in  w h ich  pub­
lic ity  w as g iven  to  our N ew  O rleans con­
vention. Our m em bers m ay reca ll th a t  
the soc iety  sen t one of i t s  rep resentatives  
to th a t convention.
M em bers o f  the soc iety  do accountancy  
work o f both a  public and private  nature; 
they are generally  referred to  a s “Tene- 
dores de L ibros,” and “P eritos M ercan- 
tile s .”
P ublic accountancy in  H onduras i s  not 
n ecessarily  linked  w ith  governm ental 
a c tiv ities . In  fact, at present there are 
no govern m en t bank exam in ers and the  
office o f  bank exam iner h as been vacant 
for som e tim e; there are on ly  tw o  banks  
in  the country.
T he liv e ly  in terest taken  by a num ber  
of in d iv id u a l accountants in  our soc iety  
should induce us to stim u la te  som e  
further a c tiv ity , both educationally  and 
p rofession a lly  in  H onduras. There are  
no specific law s regu la tin g  the profession .
MEXICO
A lthough  accountancy is  not regarded  
as far advanced in  M exico, there is  an a s­
soc ia tion  know n as “In stitu to  de Con­
tadores P ub licos T itu lados de M exico” 
(In stitu te  o f  T itled  Public A ccountants  
of M exico). T h is  so c iety  has qu ite an  
elaborate se t of ru les and regu lations gov­
ern in g  its  m em bers and their  eth ica l con­
duct. Its  code of e th ics  c losely  resem bles  
A m erican patterns.
The m ost com petent M exican account­
ants have been tra in ed  abroad. There are 
few , i f  any, accountancy textbooks in  the  
n ative  langu age that m ay be regarded as  
m odern.
T he In stitu te  o f M exico is  in  no w ay  
connected w ith  the governm ent; th e  gov­
ernm ent m ain ta in s it s  own staff o f ac­
countants. The In stitu te , how ever, is  
m aking  efforts to  have th e  governm ent 
pass a C. P. A. law  sim ilar  to our sta te  
law s.
The U n iv ersity  o f M exico seem s to  be 
tak ing  m ore in terest in  teach in g  account­
ancy. Som e o f i t s  com m ercial graduates  
apparently  have th e  im pression  th a t th e ir  
co lleg iate  degree coupled w ith  m em ber­
sh ip  in  th e  M exican In stitu te  g iv es  them  
a lega l sta tu s as C. P. A ’s. No lega l 
sta tu s, how ever, a ttach es to  e ith er  th e  
U n iversity  degree or to  m em bership in  
the M exican In stitu te . To becom e an In ­
s titu te  m em ber four y ea rs’ experience and  
an exam in ation  are u su a lly  required, a l­
though certain  exem ptions are m ade for  
graduates o f the “E scuela  Superior de 
Com ercio y  A d m in istrac ion ” of th e  U n i­
v ersity  o f M exico.
R EPU BLIC  OF PANAM A
P anam a has no accountancy law  nor is  
their an  accountancy organization . Local 
accou ntants seem  to  feel the need, how ­
ever, for som e sort of regu lation  and or­
ganization .
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NICARAGUA
N icaragu a h a s  no associa tion  of ac­
countan ts and no law s govern in g  account­
ing. There is  an A ssocia tion  of B ook­
keepers (A ssoc ia tion  de T enedores de 
L ibros) at M anagua.
PER U
Q uoting from  a letter  received from  
the L im a office of D elo itte , P lender, 
Sydney-M erritt & Co.:
“W e are afraid  th a t we can not fur­
n ish  you  w ith  any u sefu l data  regarding  
accountancy in  Peru.
“There do not ex is t  any regu larly  con­
stitu ted  so c ieties  or in stitu tio n s  such as 
the E n g lish  and A m erican  soc ieties , and 
professional accountancy, as understood  
by us, is  only practised  by the firm s m en­
tioned in  the Chartered A ccou ntan ts’ year  
book.
“T h e  au d itin g  of the accounts of lim ited  
com panies is  u su a lly  carried out by tw o  
shareholders nam ed for th a t purpose, who  
lim it  the ir  in v estig a tio n s to  a com pari­
son of the balance sh eet w ith  the ledger  
b alances; in  th e  case of banks, insurance  
com panies and certa in  other com panies  
of a  lik e  nature there is  a governm ent 
inspection , w h ich  in  practice is som ew hat 
of a  m ere form ality .
“A  certa in  num ber of com panies ap­
poin t our firm as aud itors, but in  the  
m ain our serv ices are u tilized  by the d i­
rectors to  w hom  w e report for th e ir  own  
sa tisfaction .
“There is no professional tra in in g  
availab le in  Peru, other than  instruction  
in  bookkeeping, for w h ich  reason w e have  
to  recru it our staff from  E ngland, a l­
though w e do engage a certain  num ber of 
ju n iors loca lly  whom  we endeavor to  
train  to  becom e usefu l a ss is ta n ts .”
PARAGUAY
Paraguay h as no organ izations o f ac­
countants. In  A suncion  there are about 
s ix ty  public accountants w ho m ay act as 
such by v irtu e  o f degrees in  accountancy  
received from  the N ation a l College. The  
control over these  p ractitioners i s  in d i­
rec tly  governm ental because th e  N ational 
College is  a  govern m en t in stitu tio n ; the  
accountancy course covers s ix  years and  
th e  college exam in ation s are th e  only  
ones required for qualification. T he gov­
ernm ent does not d irectly  control the  
practice o f accountancy.
PORTO RICO
Porto R ico  has a C. P. A. law , patterned  
after our own C. P. A. law s, w h ich  w as  
approved May 13, 1927. A n In stitu te  of 
A ccountants w as organized in  1922 and  
the In stitu te  w as responsib le for the  
leg isla tio n  o f 1927.
E L  SALVADOR
E l Salvador reports no a c tiv it ie s  e ith er  
in  leg isla tio n  or accou ntants’ organiza­
tion s.
URUGUAY
In 1919 a group of public accountants, 
graduates o f the E scuela  Superior de 
Com ercio organized the A sociacion  Na- 
c ion al de Contadores y  P er ito s M ercan- 
tiles. The objects of the association  are  
expressed as seek in g  righ ts and priv ileges  
for the profession  through adequate leg ­
isla tion , prom oting  the developm ent of 
accountancy, m a in ta in in g  contact w ith  
sim ilar  organ izations in  other countries, 
etc.
The soc iety  operates under a govern­
m ent charter in  M ontevidio. A ctive  and  
correspondent m em bers are leg a lly  au­
thorized to  practice. Under the la w s of 
U ruguay covering education  only  gradu­
ate stu d en ts o f th e  Superior School of 
Com m erce, and accountants possessin g  
diplom as granted by foreign  schools, but 
valid ated  by U ruguayan authority; can  
practice as public accountants. B ut prac­
tice  for foreign ers is m ade difficult under  
these co n d itio n s because v a lid ation  of 
foreign qualifications is  m ade contingent 
upon reciprocity .
F oreigners, w ho have attem pted to  
practice w ith ou t va lid ation , and lo cal ac­
countan ts w h o w ere not Superior School 
of Com m erce graduates w ho have a t­
tem pted to  practice, have been prosecuted  
in a num ber of in stan ces.
U ruguay has thus legalized  and con­
trolled the profession  of accountancy  
through its  educational sta tu tes and  
further it  has e levated  the profession  to  
a lega l p o sitio n  by a law  passed in  1917 
dem anding th a t a ll judges and courts re­
fuse a ll liq u idations of estates, in v en ­
tor ies of e sta tes , d iv ision s of jo in tly  held  
property, p aym ents of inh eritan ce  taxes, 
etc., un less , a ll docum ents, reports, ex ­
h ib its and accounts re la tin g  thereto, bear  
the sign atu re  o f an accountant, m ercan­
tile  expert or notary public w hose dip lo­
m as are granted and va lid ated  by na­
tion a l au th orities .
In  th e  se ttlem en t of a ll jud ic ia l m at­
ters  w here accounts are involved , the  
validated  accountant or mer cantile  expert 
alone is  recognized.
T he law  o f 1917 a lso  placed public ac­
countan ts in to  a ll the governm ent posts 
in v o lv in g  the m anagem ent or control of 
funds. T hus the office of the Inspector  
General of the T reasury is  a lm ost en ­
tirely  m anned by public accountants; the  
su bsid iary  offices of th e  Inspector of 
B anks and C orporations, the In ternal 
R evenue D epartm ent and others are a lso  
largely  staffed w ith  graduate stu d en ts of 
the Superior School o f Com m erce.
U ruguay’s  accountants are cooperating  
with accountants in  A rgen tina  and efforts 
are now  being  m ade for further recog- 
n ition a l leg is la tio n  in  connection  w ith  
various governm ent boards and activ ities .
VE N E Z U E L A
There are no developm ents in  account­
ancy, e ith er  ed ucationally  or profession ­
a lly , in  V enezuela o f a n y  consequence, 
and there are no associations.
G EN ER A L REM ARKS
Our com m ittee th u s far has confined i t s  
work to g a in in g  in form ation  regard ing  
conditions of accountancy leg isla tio n , the  
sta tu s o f accou ntants and the ir  organiza­
tion s, in  the va r io u s countries of Central 
and South A m erica and the W est Indies. 
The report th u s far is  therefore p u re ly  
in form ative.
The rev iew  of loca l conditions pre­
sented , in d ica tes that, w ith  a few  excep­
tions, accountancy is  s t ill  in  its  in fancy  
in  South A m erica. Public accou n tin g  
work, of course, i s  be ing  done, but n o t  
often  by n atives. M ost of the large, im ­
portant w ork is  handled by foreign  firm s. 
T hat is  qu ite natural in  m any instan ces, 
because th ese  firm s are reporting on cor­
porations and bu sin esses the cap ital o f  
w hich  i s  owned by th e ir  own countrym en.
Our C om m ittee h a s  a ll it s  in form ation  
in  files classified  by countries. N o con­
stru ctive  w ork  beyond th is  c lassification  
of inofrm ation  w as attem pted. W ith  
th is basis, how ever, i t  should be possib le  
for the succeed ing com m ittee  to  begin  a  
constructive  program , w hich, in  our op in­
ion, should progress a long  the fo llow in g  
lin es:
1. The se lection  in  each country of sev ­
eral o u tstan d in g  m en w ith  whom  a regu­
lar correspondence m ig h t be started a s  
to the exact p resen t local conditions in  
each South A m erican  country.
2. T hese correspondents to  be encour­
aged to  in terest the ir  n ative  accou ntants  
in  accountancy education , in  th e  form a­
tio n  of public accou ntants’ a ssocia tion s, 
and in  securin g  adequate leg is la tio n  de­
fin ing  and reg u la tin g  the accounting  pro­
fession .
3. The d issem in ation  through th e  cor­
respond en ts of such litera tu re  w h ich  
w ould foster  the a c tiv ities  above re­
ferred to.
D uring the year, our C om m ittee su g ­
gested  the tran sla tio n  in to  Spanish  o f the  
M ichigan C. P. A. law , h a v in g  in  m ind  
th at th is  law  m ig h t serve as an in stru c­
tive m odel for the accou ntants o f South  
A m erican countries. W e w ere advised  by  
our nationa l secretary  th a t the tra n sla ­
tion  o f the M ichigan law , w ith  su ita b le  
changes, is  in  process.
On March 21, 1929, the Chairm an of 
th is  C om m ittee w rote Mr. T hom as R. 
L ill, one of our C om m ittee m em bers, r es i­
dent in  Chile, and authorized Mr. L ill to  
v isit, i f  possib le, th e  va r io u s South Am er­
ican so c ieties  in  an effort to arouse in ­
terest in  accountancy m atters such  as w e  
know  them , to  determ ine, as far  as pos­
sib le, th e  ex ten t o f accountancy educa­
tion , and to  do w h atever possib le to  stim ­
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 275
ulate a desire for standards such as our 
society endorses. Mr. Lill was thus au­
thorized because he was planning a trip 
along the E ast Coast of South America 
anyway. No report has as yet been re­
ceived covering Mr. L ill’s trip.
In closing this report, the Chairman 
w ishes to register his appreciation of the 
fine cooperation he has received from the 
Committee members. A special note of 
appreciation is  due Mr. Vivian Harcourt 
for securing a lot of valuable information  
through and from the South American
THE Committee on Education sub­m its herewith its report for the  current year. In line w ith the 
suggestion made by last year’s Commit­
tee on Education and approved at a meet­
ing of the Board of Directors in Chicago 
in December, 1928, the Committee has 
made a survey of the accounting courses 
offered by the various colleges and uni­
versities throughout the United States.
Catalogues were secured from practi­
cally all colleges and universities known 
to offer accounting courses and a tabula­
tion was made under the following head­
ings: Name of Course, Year Offered, 
Length of Course, Text Used, Instructor, 
and Is Instructor a C. P. A.?(*) (Some 
institutions reported they were out of 
catalogues, which probably accounts for 
their not being included in the list.)
The members of The American Society 
w ill be surprised to learn that a summary 
of the tabulation shows 1,437 accounting 
courses offered in 337 universities and 
colleges in the country. Our members 
should realize that the great majority of 
the colleges and universities offer ac­
counting instruction to their students in  
order that they may have a general 
knowledge of the subject. Comparatively 
few institutions offer complete academic 
training for the exam ination to practice 
as a certified public accountant. It would 
appear that there are thousands of young 
people acquiring a fundamental training  
in accounting for use in general business 
life, where there are tens or perhaps hun­
dreds preparing for a professional career. 
It is the belief of your Committee that 
members of th is Society should interest 
them selves in all accounting instructional 
work particularly w ithin the borders of 
their own State.
Toward th is end the report attached 
hereto lists the accounting courses offered 
w ithin the various states upon separate 
sheets. The Committee recommends that 
the Secretary of The American Society  
send either the State Representative in
(*)N o data were received for the fol­
lowing states: Arkansas, Delaware, Mon­
tana, and Vermont.
offices of h is firm, Deloitte, Plender, Grif­
fiths & Co.
Respectfully submitted,
PAN-AMERICAN RELATIONS 
COMMITTEE,
By W. B. CASTENHOLZ,
Chairman. 
VIVIAN HARCOURT, 
CHRISTIAN DJORUP, 
CHARLES F. RITTENHOUSE, 
THOMAS R. LILL,
WM. P. FIELD,
Members.
each State or the Secretary of the State 
Society a copy of our tabulation for that 
State. (The Secretary of the State So­
cie y may w ish to refer the tabulation  
to the State Committee on Education for 
its consideration.) [This part of the re­
port is not printed, but w ill be sent as 
suggested.—Secretary.]
It is  hoped that each State Representa­
tive or Society w ill analyze the tabula­
tion, w ill become acquainted w ith those 
in charge of accounting instruction at the 
several institutions, w ill learn first hand 
of the type, purpose and quality of the 
accounting instructional work, and w ill 
do all in his or its power to cooperate 
most heartily with the accounting in­
structional departments of these educa­
tional institutions. Undoubtedly many 
practitioners w ill be interested prim arily 
in  those schools offering the more com­
plete academic training for the C. P. A. 
examination, but it seems certain that 
the sincere interest and cooperation of 
the practitioner would be most welcome 
by the instructors in those schools offer­
ing the more general training. The stu ­
dents in the former group may be mem­
bers of our staffs, while students in the 
latter group may be our clients! Cer­
tainly all practitioners should take an 
active interest in both groups.
As a State Representative or Society  
becomes fam iliar w ith h is or its  situa­
tion, the accounting instructors unques­
tionably w ill seek the advice and coun­
sel of such practitioners upon many 
problems and points arising in their 
teaching work. Such relationships should 
be fostered and encouraged. Our mem­
bers should always remember that the 
Society’s Committee on Education w ill be 
pleased to render such service as may be 
within their power and that any member 
of the American Association of U niversity  
Instructors in Accounting w ill also be 
pleased to assist in every possible way. 
(Usually the instructors in  accounting at 
the larger colleges and in the State Uni­
versity are members of the latter or­
ganization.)
It is  hoped that each State Representa­
tive or Society w ill report to th is Com­
m ittee the use made of the tabulation  
and of the results accruing from cooper­
ating w ith the various institutions. Our 
Committee w ill be pleased to hear from  
any practitioner or instructor relative to 
the development of th is cooperative work.
At present your Committee on Educa­
tion does not desire to outline a stand­
ardized course or courses in the field of 
accounting instruction. It is  believed 
that more rapid development w ill be 
made in  methods and procedure if  the  
individual instructors think out and try  
out their own original ideas and as long 
as they include the necessary subjects 
within their courses, the Committee is  of 
the opinion that the Society should not 
undertake to suggest or recommend 
standardized courses.
The thanks of the Committee are due 
the Ronald Press Company and the Sec­
retary of the Association of U niversity  
Instructors in Accounting for supplying  
it w ith names of institutions offering ac­
counting courses.
Respectfully submitted,
Committee on Education:
LEO GREENDLINGER,
H. C. GREER,
G. R. KEAST,
D. WALTER MORTON,
F. H. ELWELL, Chairman.
No. of No. of 
State. Institutions. Courses.
7 28
3 14
. 18 98
6 28
Connecticut ................... 3 6
*Delaware .....................
D istrict of Columbia . . 1 3
4 18
. 11 62
2 10
. 24 84
. 13 41
. 16 58
. 11 33
5 9
4 21
4 6
5 13
M assachusetts ............... . 13 65
. 15 64
Minnesota ..................... 6 19
M ississippi ..................... 3 17
. 12 43
7 26
1 2
New Hampshire ........... 3 11
New Jersey ................... 3 23
New Mexico ................... 3 9
. 19 120
North Carolina ............. 6 23
North Dakota ............... 3 10
. 22 96
Oklahoma ....................... 3 16
2 18
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No. of No. of 
State. Institutions. Courses.
Pennsylvania ........... ___  23 106
Rhode Island ........... ___  2 3
South Carolina ___  5 14
South Dakota ......... ___  4 10
Tennessee ................. ___  5 17
Texas .......................... ___  14 65
Utah ............................ ___  5 23
*Vermont .................
Virginia ................... 6 26
W ashington ............. 3 20
West Virginia ......... ___  3 19
Wisconsin ................. ___  8 33
Wyoming ................... 1 7
Totals ............. ___  337 1,437
*No data were received from the fol­
lowing States: Arkansas, Delaware, Mon­
tana, and Vermont.
R EPO R T O F T H E  COMMITTEE  
ON CO M PLAINTS
The Committee on Complaints is 
pleased to report upon its activities for 
the year about to end. W hile only one 
case has been before the Committee for 
consideration, that one was a most im ­
portant one in some respects, and a brief, 
impersonal outline of it w ill, we believe, 
be of interest.
In this case the member complained of 
had sent out a letter to an officer of a 
trade association in which he announced 
his readiness to offer a fair proposition 
for any business thrown his way. The 
offending member was not a member of 
the society of the state from which he 
obtained his certificate and in w hich he 
was practicing and committed the offense. 
However, the offensive letter was brought 
to the attention of the State Society by 
the recipient, but having no jurisdiction  
over the offender, the State Society asked 
our Society if it would handle the case; 
and upon being advised in the affirmative, 
forwarded it, and it was in due course 
turned over to your Committee.
Your Committee im m ediately took the 
m atter under consideration, and after the 
necessary preliminary procedure, cited 
the offending member, who in due tim e ad­
m itted his offense, avowed that he had 
gained nothing from it  except an appre­
ciation of the fu tility  of the method by 
w hich he had undertaken to advance his 
interests, avowed further that he had not 
since the comm ission of that offense com­
mitted a sim ilar one, or any other offense 
against the Precepts of Professional Con­
duct, and asked the forgiveness of his 
judges. There being no evidence contrary 
to the offending member’s avowals, the 
Committee, w ith the acquiescence of the 
complaining State Society, declared the 
offender guilty; but deemed that the cir­
cumstances justified the deferring of
judgment, subject to the offending mem­
ber’s strict observance of the Precepts of 
Professional Conduct of our Society there­
after, and your Committee so decided.
It is apparent from the foregoing out­
line, we believe, that th is case was ob­
viously one for the attention of our So­
ciety, since the offender was not a mem­
ber of the society of the state in which  
he had obtained his certificate and was 
practicing. In th is connection, it might 
be w ell to restate at th is point a policy 
that has been followed by our Society at 
least during th is and the last previous 
adm inistrations; namely, that our Society 
holds that it is the duty of the State So­
cieties to receive and judge complaints 
against their members for violations of 
the rules of professional conduct, and that 
such complaints ought in every case to be 
brought first to the attention of the State 
Society to w hich the member complained 
of belongs, regardless of the membership 
of the member complained of in our So­
ciety.
Your Committee has considered care­
fully, and feels that Section 8 of the Pre­
cepts of Professional Conduct should be 
amended to read as follows:
“8 . Should not OFFER OR agree to al­
low, or allow, or pay directly or indirectly  
to the laity, any commission or brokerage 
on or other participation in fees, proceeds 
or profits of h is professional work.”
The capitalized words in the foregoing 
are new and are, we think, necessary to 
the complete effectiveness of the section, 
and we recommend that proper steps be 
taken to effect, if  possible, the revision  
suggested.
The Chairman of your Committee is  
most happy to acknowledge the peculiar 
fitness of his fellow  committeemen for 
membership on the Committee. Their 
promptness in replying to the communica­
tions of the Chairman, and the wisdom  
and fairness of their conclusions rendered 
the duties of the Chairman most pleasant. 
R espectfully submitted,
T. COLEMAN ANDREWS,
Chairman. 
LEWIS H. ALLEN,
W. W. COLLEDGE,
C. VAUGHAN DARBY,
O. N. HUTCHINSON,
Committee on Complaints.
REPO R T O F COMMITTEE ON  
F E D E R A L  L EG ISLA TIO N
To the Board of Directors of The Ameri­
can Society of Certified Public Ac­
countants, W ashington, D. C.
Dear Sirs: Your Committee on Federal 
Legislation has had no occasion for ac­
tivity during the current society year.
As indicated in earlier reports of this 
Committee, the occasion for its activities 
consists of two classes of Federal legis­
lation: (1) Legislation affecting our pro­
fession, and (2) Revenue or other legis­
lation of a character w hich is of import­
ance to  the business and financial world 
and where our professional experience 
enables u s to be of aid in suggesting de­
sirable features of such legislation or in 
pointing out w eaknesses or undesirable 
features thereof. During the current 
year there has neither been any legisla­
tion proposed of the character above re­
ferred to, in connection with which we 
could give constructive aid, nor were any  
bills introduced in Congress w hich for 
any reason we should have opposed.
The surplus of almost $200,000,000 
which the United States Treasury re­
ports for the fiscal year ended June 30,
1929, has given rise to discussion of 
further tax reduction and revision. Con­
sequently, legislation attempted or actual 
in th is direction may be looked for dur­
ing next w inter’s session of Congress and 
there may, therefore, be a call for activity  
by your Committee on Federal Legisla­
tion at that time or during next fall in  
anticipation of it.
Very truly yours,
WALTER A. STAUB,
Chairman.
R EPO R T OF T H E  COMMITTEE  
ON A D M ISSIO N S
To The American Society of Certified 
Public Accountants:
Gentlemen: During the fiscal year 
ended August 31, 1929, there have been 
received 138 applications for admission  
to your Society. Of these applications 19 
were received prior to the annual meet­
ing, w hich was held a month later than  
usual, and were endorsed by last year’s 
Committee on Admissions. Of the remain­
ing 119 applications all were approved 
by your present Committee on Admissions 
w ith the exception of one, w hich was re­
ferred to the Board of Directors for 
action.
The Society’s procedure in the case of 
adm issions is as follows: When an ap­
plication is received, the Secretary pre­
sents it for investigation and recommen­
dation to the Society’s Representative in  
the state in which the applicant is resi­
dent. The application is then forwarded 
to the Committee on Admissions for ap­
proval. It naturally follows that the 
work of such a Committee as th is is 
m ainly perfunctory and for that reason 
probably superfluous except in case of 
controversy.
R espectfully submitted,
HERBERT F. FRENCH,
Chairman. 
RAYMOND E. NORTH,
A. M. PULLEN,
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The Accountant as Receiver in State 
Chancery Courts
THE causes are numerous wherein the legal procedure, to safeguard the interests of both parties in  
litigation, warrants the appointment of a 
receiver and the subsequent placing of 
the properties involved in his hands. The 
more common of these actions are suits, 
to gain title through foreclosure, of in­
come producing real property and to dis­
solve a going business partnership.
The practicing accountant owing to his 
diversity of knowledge and experience in  
various lines of business endeavor is par­
ticularly qualified to act as a receiver in 
cases arising in h is local courts. To the 
accountant so acting, the problems that 
present them selves w ill be of a dual na­
ture, those of law  and those of account­
ing, and it is with these two fields in view  
that the follow ing receiverships and the 
attendant report forms are presented.
D u ties o f th e  R eceiver
The accountant upon signifying his 
w illingness to act as receiver is  served 
with an order of appointment charging 
him to take into h is custody and control 
certain properties and to file an inventory 
of same as soon as possible. The order 
is instructive in  su its involving real 
property covering collection of rents, 
making repairs and for the preservation  
of such property as comes into the re­
ceiver’s hands by reason of the order of 
h is appointment. Upon making and filing 
satisfactory bond the receiver proceeds 
to possess him self of the properties and 
to make his physical inventory.
The Physical Inventory
Inventorying the properties involved in  
a realty foreclosure is comparatively 
simple. The land should be legally de­
scribed together w ith the attached prop­
erty thereon. The receiver must use cau­
tion in listing  the fixtures attached to 
buildings; for certain fixtures installed  
by tenants when once in place autom ati­
cally become a part of the prem ises and 
others do not. It is w ell for the receiver 
to consult his attorney as to the status of 
window bars, awnings, shelving, and the 
like installed by tenants, where the re­
moval of such articles is not fu lly  pro­
vided for in the lease, if  any, or evidenced 
by other enforceable contract.
The order in a partnership dissolution  
differs but little  from the order men­
tioned above; except that it w ill instruct 
the receiver to carry on the business for 
the court or hold the assets subject to  
further instructions. In either case the 
inventory m ust be taken. Every common 
rule for m aking a regular commercial
B y R. G. DARROW, LL. B ., C. P . A.
physical inventory is applicable to the 
situation, and in addition the receiver 
must use his judgment in the valuation of 
m aterials or merchandise. Furniture and 
fixtures should be valued at customary 
rates of depreciation or may be appraised 
at the discretion of the receiver. In ar­
riving at values the employees of the con­
cern and the purchase records of the cur­
rent period are a m aterial aid in arriving  
at present prices for the basis of mer­
chandise inventory extensions.
The receiver’s inventory when properly 
• made is  in  itse lf the verification of the 
assets and liabilities in such a manner as 
an accountant would be w illing have ap­
pear under his unqualified certificate. In  
order to expedite matters the law has pro­
vided for future discoveries in the way 
of future additions to the inventory so 
that where tim e enters into the litigation  
such careful verification is unnecessary. 
The inventory submitted to the court in­
cludes a list of the firm’s creditors and 
if  tim e permits the entire list of liab ili­
ties should be carefully verified. It is to 
be remembered that the in itia l receiver’s 
inventory must be made with all the 
speed possible if  the business is to be 
opened for continuance or im mediately  
liquidated. Subsequent additions as men­
tioned above may then be made to the 
inventory in the periodic reports to the 
court.
The preparation of the “Receiver’s In­
ventory” for the court files may properly 
be the function of the attorney for the 
receiver, yet if  the receiver be an ac­
countant who has had previous experi­
ence in such cases he may prepare his 
own document for the record, somewhat 
as follows:
E xhib it A
In the Tenth Judicial Circuit of ............
Blank County. In Chancery.
John Smith, Complainant, vs. Fred Roe,
Defendant.
Pursuant to an order of th is court dated 
the tenth day of September, A. D. 1 9 ..,  
in the above entitled cause whereby C. P. 
Accountant was appointed receiver of the 
property together w ith the improvements 
thereon, and the rents, issues and profits 
thereof, involved in th is cause, I, C. P. Ac­
countant, the said receiver, duly acting  
and qualified, do hereby certify that I 
have taken possession and control of the 
follow ing described real and personal 
property, and do present and file an in­
ventory of same, to wit.:
Receiver’s Inventory
1. Lots 5 and 6, block 199, Jones’ Sub­
division of the first addition to the city  
of Blankville, State, according to a plat 
thereof recorded on page 51, plat book, 
one, in the office of the recorder in and 
for Blank County in the State o f ............
2. Situate thereon: One story concrete 
and wood building divided into four 
stores:
Store No. 1. Occupied by J. Jones, Jewl- 
er, has as part of the premises bars 
on the rear windows, two in  number.
Store No. 2. Occupied by M. Cohen, 
Ready-to-Wear, has five ceiling lights 
attached to the premises.
Store No. 3. Vacant, no attachments.
Store No. 4. Occupied by J. V. Mc- 
Money, Photographer, under term s 
of h is lease all sinks and stated 
equipment may be removed, but upon 
vacating he must restore the premises 
to a proper condition for subsequent 
rental.
3. Insurance policies amounting to $10,-
000.00 are in  force covering fire. Plate 
glass indem nity policies are in force cov­
ering eight panes of glass. Agents of a ll 
companies having outstanding policies 
were served w ith notice of appointment 
of a receiver.
4. All stores rented are leased for a 
yearly term and all rentals are paid ac­
cording to terms of said leases except 
J. V. McMoney, who owes the rent due 
for the current month, $50.00.
Dated th is fifteenth day of September, 
A. D. 1 9 ...
(Signed) C. P. ACCOUNTANT,
Receiver.
Acknowledgment
State o f ............ County o f ............ ss.:
Personally appeared before me, an of­
ficer duly authorized to take acknowledg­
ments and administer oaths, C. P. Ac­
countant, to me well known, who first 
being duly sworn deposes and says that 
he is  the receiver appointed in the fore­
going entitled cause and that the above 
and foregoing is a just and true inventory 
of the whole real and personal property 
which has come into his possession or 
under h is control, under and by virtue of 
the order appointing him receiver therein.
C. P. ACCOUNTANT.
Sworn to and subscribed before me this 
fifteenth day of September, A. D. 1 9 ...
A. STENNO,
(Seal) Notary Public.
The document to be presented to the  
court where the receiver is in possession
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of a going business varies from the above 
in  the body only and is  drawn in the 
follow ing manner:
Exhibit B
In the Tenth Judicial Circuit of ______
Blank County. In Chancery.
John Smith, Complainant, vs. Fred Roe, 
Defendant.
Pursuant to an order of th is court 
dated the third day of September, A. D. 
19-—, in the above entitled cause, where­
by C. P. Accountant was appointed to 
take charge of the partnership books and 
papers of account, the goods and effects 
and to continue the business known as 
the Super-Service Garage, a partnership  
composed of Fred Roe and John Smith, 
situate in the city of Blankville, County 
of ............ State of ...........; I, C. P. Ac­
countant, the said receiver, duly acting  
and qualified, do hereby certify that I 
have taken possession and control of the 
follow ing described property located in  
the premises at the corner of X  and Y 
Streets, in the city of Blankville, State, 
occupied by the Super-Service Garage, 
and do hereby present and file an inven­
tory of same, to wit.:
Receiver’s Inventory
1. Cash in  R e g is t e r ............................  $223.45
Cash in Bank, per certified
statem ent .....................................  173.24
Cash Ticket, charge, B. Long,
Mechanic .......................................  20.00
D eposit Receipt, P ublic U til­
ities Co............................................. 10.00
Check on Chem ical N ational 
Bank, Signed by N. G. Good­
man, in hands o f J. G. G ettes,
A ttorney .............................. ......... 150.00
Accounts Receivable, Ledger
B alance .......................................... 3,226.17
M erchandise on hand current
invoice cost p lus freight . . . .  8,266.38 
Furniture and fixtures, item ized  
l ist  attached, realizable value, 
estim ate signed by three fu r­
niture dealers ............................  1,000.00
Tools and shop equipment, cost 
price less 10 per cent per 
annum depreciation ................  950.00
1 se t sm all tools claim ed by B. 
Long, m echanic, a s h is per­
sonal property ............................
Books of A ccou n t:
1— Ledger.
1— Cash Journal.
1— Printed Check Book.
1— Custom ers’ Ledger.
1— Accounts P ayable Ledger. 
1— Gr. Charge Pads, Printed. 
N o m arket value ................
T otal A ssets D iscovered ............ 14,019.28
2. Balance, A ccounts P ayable
Ledger ............................................  9,652.03
Checks outstanding, drawn  
a ga in st bank balance prior to  
appointm ent o f receiver . . . .  65.00
Total L iab ilities D iscovered . . .  9,717.03
3. N o rental payable until October 1, 19 . . .
4. Other Property found in P rem ises:
1 V ictrola, alleged personal property of  
Fred Roe. being held on the prem ises 
by the receiver.
5. N o realty  o f record, held jo in tly  by Fred
R oe and John Sm ith or other rea lty  of
record applicable to the partnership.
D ated th is 10th day of September, A. D. 
19 . . .
(S ign ed ) C. P . ACCOUNTANT,
Receiver.
Acknowledgm ent.
Receiver’s Records
During the duration of the receivership  
it w ill be necessary to keep such records 
of account as the accountant thinks the 
situation warrants. Disbursements should 
all be vouchered and the larger disburse­
ments should be ordered by the court fol­
low ing petition. Such petitions should 
be drawn by the attorney for the receiver 
and accompanied by the best bids re­
ceived covering the contemplated ex­
penditure.
Periodical accountings must be made 
to the court as provided in the equity 
rules or the code of the state; and it is 
in the preparation of these accounts that 
the accountant is entirely w ithin  his 
field.
The Accounting to the Court
A s it  has been held that property 
placed in  the hands of a receiver is in  
the hands of the court (McKinnon-Young 
Co. vs. Stockton, 55 Fla. 708-46 So. 87) the 
periodic “Receiver’s Inventory and Ac­
count” resolves itse lf into a complete in­
formation directed to three distinct 
sources, the judge, the complainant and 
the defendant. To render such a report 
on a going concern in the business world 
is  the recognized function of the account­
ant and his report generalized as an audit 
report. However in the legal field the 
term inology calls the report an account­
ing, for the receiver is presumably called 
upon to “give an account of h is acts in  
the prem ises” rather than make a report 
on the changes the assets have undergone 
w hile in h is control, expressed in mone­
tary values. An equity rule provides that 
the receiver in his periodic report or ac­
count shall file in  such accounting the in­
ventory of h is trust and any additional 
property or effects which he has discov­
ered or which have come into h is hands 
since his appointment and of the amount 
rem aining in h is hands or invested by 
him and of the manner in w hich the same 
is secured or invested, stating the balance 
due from or to him at the tim e of the 
rendering h is last account and h is re­
ceipts and expenditures since that time, 
in the form of debtor and creditor.
To the accountant th is can mean no 
less than a simple statem ent of assets and 
liabilities accompanied by a statement of 
receipts and disbursements in the usual 
“charge and discharge” form made either 
simple or complex by attendant schedules, 
as the occasion requires. The forms sub­
mitted herein, while giving the necessary  
information in the form of debtor and 
creditor do not follow the charge and 
discharge method, for that method has 
been found exceedingly confusing to the 
litigant parties.
Any set of records designed for the re­
ceivership should be constructed w ith the 
above in  mind. The receiver assumes the 
place of a proprietor in  the record keep­
ing of h is trust and ordinarily the main- 
tainance of the accounting system found 
in operation when he takes possession, if  
it be a going concern, w ill be sufficient, 
w ith the aid of adjustment sheets, to 
comprehensively make up the necessary 
reports for the court records of the case.
The periodic accounting of a rental 
property receivership is  very simple and 
the follow ing has been used as a con­
venient form:
Exhibit O
In the Tenth Judicial Circuit of ............
Blank County. In Chancery.
John Smith, Complainant, vs. Fred Roe, 
Defendant.
Pursuant to an order of th is court 
dated the tenth day of September, A. D. 
19. . ,  in the above entitled cause whereby 
C. P. Accountant was appointed receiver 
of the property, together w ith the im­
provements and buildings thereon, and 
the rents, issues and profits thereof, in­
volved in th is cause, I, C. P. Accountant, 
the said receiver, duly acting and quali­
fied, do hereby certify that I have taken  
possession and control of the follow ing  
real and personal property and do hereby 
present and file an inventory of same; 
and an account of receipts and expendi­
tures for the period September tenth, 
A. D. 19. . ,  to December tenth, A. D. 19. . ,  
to wit.:
Receiver’s Inventory
1. L ots 5 and 6, block 199, Jones’ Subdivision
of the first addition to the c ity  o f B lank­
ville. State, according to a  p lat thereof 
recorded on page 51, p lat book one, in 
the office o f  the Recorder in and for  
B lank County. S tate o f .............
2. S ituate thereon: One story concrete and
wood building divided into four s to r e s : 
There h as been no change of occupancy  
or rem oval of attendant fixtures since  
filing the original inventory.
3. A ll ren tals due are paid to date.
4. Cash on hand, deposited to the
account of C. P. Accountant,
Receiver, in  F ir st N ational
B ank ..............................................  $1,042.70
Receiver’s Account
Debit.
Balance on hand Sept.
10, 19 ...................................................
R entals Collected,
Schedule 1 ................... $1,550.00
E xp en d itures:
Vou.
D ate. No. Item.
19. .
Nov. 30 60 R epairs . . .
” ” 61 Janitor  
” ” 62 W indow
G lass . . . .
” ” 63 W ater Rent 
” ” 64 N ew  Sink .
” ” 65 Repairs,
R oof . . . .
” ” 66 E lectrician .
” ” 67 R eceiver’s
Com’sion .
507.30
Credit.
$160.50
50.00
3.00
5.00
60.00
72.80
31.00
125.00
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B alance, Cash on hand  
F irst N a t’l B ank . . . 1,042.70
1,550.00 1,550.00
D ated th is the ten th  day of December, 
A. D. 19. ..
(S igned) C. P. ACCOUNTANT,
Receiver.
Acknowledgm ent.
The periodic accounting of a partner­
ship litigation  involves changes in the 
Receiver’s Inventory shown in Exhibit B. 
It is necessary to make a complete physi­
cal inventory of the assets and show the 
changes in the liab ilities including the 
receiver’s accrued commission, if  unpaid. 
The receiver’s account of receipts and ex­
penditures then follows. The following 
form has been successfully employed:
Exhibit D
In the Tenth Judicial Circuit of . 
Blank County. In Chancery.
John Smith, Complainant, vs. Fred Roe, 
Defendant.
Pursuant to an order of this court 
dated the third day of September, A. D. 
19 . . ,  in the above entitled cause, whereby 
C. P. Accountant was appointed to take 
charge of the partnership books and pa­
pers of account, the goods and effects and 
to  continue the business known as the 
Super-Service Garage, a partnership com­
posed of John Sm ith and Fred Roe, situ­
ate in the city of Blankville, County of 
............ State o f ...........; I, C. P. Account­
ant, the said receiver, duly acting and 
qualified, do hereby certify that I have 
in  my possession and control the follow­
ing described property located in the 
premises at the corner of X  and Y Streets, 
in the city of Blankville, state and county 
aforesaid, occupied by the Super-Service 
Garage, and do hereby present and file 
an inventory of same and an account of 
receipts and expenditures for the period 
September third, A. D. 19.. ,  to December 
third, A. D. 19 . ., to wit.:
Receiver’s Inventory
1. Cash on hand and in bank . . . .  $432.01
D eposit, Public U tilities Co. . . 10.00
A ccounts R eceivable ................... 2,102.10
M erchandise Inventory, Dec.
2, 19 ................................................. 6,125.40
Furniture. Schedule 1 ................  1,000.00
Tools and Equipm ’t, Schedule 2 950.00
F ive  Books of A c c o u n t .....................................
Total A ssets on hand, Dec.
3, 19 ...........................................  10,619.51
•2. Accounts Payable, verified . . . .  5,402.03 
D ue R eceiver for 
Commission, 5 per 
cent on $7 , 528. 92. . . .  $376.45 
L ess, Voucher 2 7 9 . . . .  215.00
----------  161.45
Total L iabilities, R e­
cognized ................... 5,563.48
3. V ictrola held under receivership returned  
to M agic M usic Com pany by order o f this 
court dated N ovem ber 12. 19 . . .
Receiver’s Account
Debit. Credit.
B alance on hand, Sept.
3, 19 ..............................  $396.69
R ece ip ts:
Sales, Schedule 3 . . .  7,528.92 
E xp en d itu res:
M ereh’dise Purchased.
Schedule 4 ..............  $1,125.90
A ccounts P ayab le  . . 4,250.00
Salaries, Schedule 5. 562.70
G eneral Expense,
Schedule 6 ..............  1,240.00
R eceiver’s Com m is­
sion, Voucher No.
279 ............................ 215.00
7,493.60
Cash B alance in In ­
ventory to be a c­
counted for ............ 432.01
7,925.61 7,925.61
Appended hereto is Schedule 7, a  statem ent 
of Profit and L oss for the period, September 
third, 19 . . ,  to December third, 19 . . ,  o f the  
Super-Service Garage, C. P. A ccountant, R e­
ceiver, show ing a profit (or loss) o f blank  
dollars, realized from  operations o f the re­
ceiver in the prem ises since the date of the 
la st accounting.
D ated th is the third d ay of December, 
A. D. 19. ..
Acknowledgm ent.
(S ign ed ) C. P. ACCOUNTANT,
Receiver.
In the above enumerated schedules the 
accountant may use such detail in group­
ing the various item s as he feels h is trust 
warrants, which of course depends upon 
the size of the enterprise he is  admin­
istering. W hile not required by the courts, 
the approved accounting form of profit 
and loss statem ent which can be included 
in the schedules as shown in the above 
report, has been found of value as definite 
information for the litigants who are not 
so much interested in the condition of 
the inventories as they are in how much 
loss they are sustaining through the pro­
cess of law  in  the operation of the re­
ceivership.
Final Accounting to the Court
The final account rendered the court 
differs from the periodic accounts, Ex­
hibits C and D, in that it is a complete 
summary of the entire operations of the 
receiver. It must contain first, the in ­
ventory taken im m ediately follow ing the 
order calling for the final accounting; 
second, the liab ilities of the receiver; 
third, the receiver’s cash account, and 
fourth, the amounts due the receiver from  
his trust. It must also contain in ap­
proved legal term inology a narrative de­
scription of the receiver’s activities w hile 
under the direction of the court function­
ing in  the entitled cause; finally it must 
contain a prayer for dism issal. This 
document should not be attempted by the 
accountant unless he is a member of the 
bar in h is own state. It should be pre­
pared in  cooperation w ith the attorney  
engaged by the receiver and w ill contain  
in its body the following data prepared 
by the accountant.
Receiver’s Inventory
The inventory listing, w ith schedules, 
must be complete as of the time the order 
for the final accounting was received. It 
may, and probably in most cases must be, 
broken up into schedules show ing the 
various groups of assets. The liabilities 
should be detailed by schedules and 
wholly complete w ith  proper verifica­
tion notes, showing if any:
Schedule of Accounts Payable.
Schedule of Notes Payable.
Schedule of Trade Acceptances Payable.
Schedule of Rentals Payable.
Schedule of Contracts Payable.
Schedule of other payables not enumer­
ated.
Schedule of amounts due the receiver, 
less any comm ission that he may 
have drawn and any incidental ex­
penditures he has made for which he 
is entitled to be reimbursed; such as 
travel expenses and the like.
The document finally completed w ill be 
signed before an officer authorized to take 
acknowledgments and then filed w ith the 
court.
Upon approval of the final report or ac­
counting the receiver w ill receive an or­
der from the court directing him to make 
certain disposals of the aggregate trust 
in  his possession and w ill direct him in  
so doing to take out h is commission and 
incidental expense. This order releasing  
him  from his trust also releases h is bond; 
and the individual bondsmen or the bond­
ing company should promptly be fur­
nished a copy of th is order. In the case 
of a surety company being the bondsman 
a certified copy of the order must be sent 
it before it  w ill form ally cancel the con­
tract.
Accountants in general w ill find these 
receiverships intensely interesting, as 
none of their contacts w ill present any  
more trying or enjoyable situations.
CORPORATION L A W  A N D  ITS  
R E L A T IO N  TO ACC O U N TA N C Y
(C on tin u ed  from  p a g e  264)
from the surplus and profits; they can 
not law fully be paid from the capital 
stock.
At tim es officers of a corporation may 
refuse the accountant or auditor access 
to the m inute book and yet it may be 
necessary for the accountant to certify  
for publication or other purposes financial 
statem ents. In my opinion the certifica­
tion of the account should specifically 
state that he has had no opportunity to 
examine the minute book of the corpor­
ation.
Ofttimes a corporation commences busi­
ness by purchasing the assets of either 
another corporation or of an individual 
and the m inute book usually sets forth  
the terms and conditions under w hich the 
transaction was made. This information
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becomes necessary for the accountant in 
order to formulate proper journal entries 
to record the transaction.
In the matter of dividends the law  
deals w ith  various kinds. The m ost com­
mon types of dividends are stock, script 
and property dividends. Under ordinary 
circum stances when a corporation has a 
surplus which it could have divided 
among its stockholders, but, instead of so 
doing, invested such surplus in property 
for the extension of its  business, the  
amount of the surplus thus represented 
by property is  not beyond the reach of 
the dividend m aking power of the direc­
tors, who may in  the exercise of their  
discretion, issue to the stockholders a 
stock dividend to represent their respec­
tive interests in the surplus, thereby add­
in g  such accumulated surplus fund to the 
permanent capital of the corporation. 
There is no principle of law, no public 
policy and no statute that condemns a 
stock dividend under such circumstances. 
The accountant is  usually confronted  
w ith  dividends that are declared in cash, 
and less frequently does the occasion 
arise when he must treat a dividend paid 
in other property, such as the distribu­
tion of stock of another corporation as a 
dividend. It is very clear that a dividend 
of the stock of another corporation is in 
no respect a stock dividend, as the term  
is usually employed, i. e., an increase of 
the nominal capital stock of the share­
holders of a company. It is  precisely the  
same as a dividend of cash, because the 
corporation m ight have sold the stock and 
divided the m oney am ong its  sharehold­
ers. In a stock dividend, no money or 
property is withdrawn from the owner­
ship and control of the corporation. But 
if  the dividend be in cash, or in the stock 
of other corporations, in either case just 
so much property is  taken from the cor­
poration and the title  to it is vested in  
the shareholders individually. (See Mat­
ter of Rogers, 22 App. Div. 428, 432 N. Y .).
Many corporations declare what is 
known as script dividends, that is, cer­
tificates of indebtedness redeemable in  
the future, representing the shareholders’ 
interest in the surplus. The effect of such 
dividend is merely to borrow the same 
from the stockholders. Furthermore, in ­
terest is payable upon the amount of the 
script from the tim e of its issue. The ac­
countant in  form ulating entries merely  
follows the orthodox entries, to wit.: Div­
idend to  Dividends Payable, Dividends 
Payable to either Cash, Stock of Another 
Company, or Script or Notes Payable. The 
Dividend Account is closed out to the 
Surplus Account.
It is w ell to remember that the right 
of a corporation to acquire stocks, bonds, 
etc., is  lim ited by law. The accountant be­
fore recording such transactions should 
be fam iliar w ith  the law that would ordi­
narily apply. It is the law in many juris­
dictions that a corporation may not pur­
chase its own capital stock under any 
circumstances. In New York, however, a 
corporation may purchase its capital 
stock from surplus profits. ( See Gras- 
selli Chemical Co. v. Aetna Explosives 
Co., Inc., 258 Fed. 66.) The whole policy 
of the law is to m aintain unimpaired the 
capital stock of a business corporation as 
the fund to which creditors may look 
for the discharge of their claims. The 
accountant is fam iliar w ith the various 
other methods of acquiring stock, namely, 
by gift, or by failure of a subscriber to 
live up to his subscription agreement. 
The law has held that stock issued by a 
corporation, repurchased and resold by  
it can not be regarded, as unissued stock. 
(See H arley v. Pioneer Iron Works, 181 
N. Y. 73.)
It has been argued by some accountants 
that the pro forma entry in  the opening 
of the books of a corporation should elim ­
inate the one wherein we debit the Un­
issued Capital Stock account and credit 
the Authorized Capital Stock account. 
Some have maintained that such an entry  
is unnecessary as the amount of the is­
sued capital stock can be determined 
without having to deduct the balance left 
in the unissued capital stock account 
from the authorized capital stock account. 
They m aintain that whenever stock is 
issued instead of crediting the unissued 
capital stock account we should credit 
the capital stock account. However sound 
their reasoning may seem it appears to 
be faulty in this respect. The amount 
of the authorized capital stock is import­
ant information to the accountant especi­
ally  so in the case where fraudulent and 
spurious stock is  issued. The law has 
held that certificates of stock of a cor­
poration issued in excess of the lim it im ­
posed by its charter are void, and the 
holder of such fraudulent and spurious 
certificates is therefore not entitled to the 
rights, nor subject to  the liabilities of a 
holder of authorized stock. (See Scoville 
v. Thayer, 105 U. S. 143.) When there is  
an account in the ledger such as the 
unissued capital stock account the ac­
countant can never overlook an over­
issuance of the capital stock because as 
soon as all the stock has been issued th is  
account should autom atically close.
Accountants are fam iliar w ith  the dis­
tinction between treasury stock and un­
issued stock, but for purposes of infor­
mation I submit a distinction made by 
the courts. “Unissued Stock” is that part 
of the authorized stock of a corporation 
which has never been issued and which  
may only be issued for cash, services ren­
dered, or property, w hile the term “Treas­
ury Stock” applies to stock of a corpora­
tion w hich has been duly issued and 
turned back into the treasury of the cor­
poration. (See Sanders v. Proctor, 172 
App. Div. 713, affirmed 225 N. Y. 682.)
Ofttimes the accountant is requested to 
sit in during a m eeting of stockholders
and although it may be the duty of a law­
yer to answer many of the questions, yet 
the accountant is  often consulted as to  
the rights of the stockholders to vote. 
As has been said before we can not ex­
pect the accountant to be a lawyer, yet 
certain inform ation should be at his beck 
and call. The law has held that owners 
of fractions of a share of stock are not 
permitted to vote. (See Provident Bldg. 
& Loan A ss’n, 41 Atlantic 592.)
Sometimes where the election of per­
sons as directors of a corporation de­
pends upon the vote of the treasury stock, 
the court, upon application therefor, w ill 
set aside such election. In other words 
the directors can not use the treasury 
stock for voting purposes to elect them ­
selves again. Sometimes a certificate of 
incorporation of a business corporation  
may divide the stock into common and 
preferred and deny to preferred stock­
holders the right to vote, or else provide 
that stockholders may be entitled to one 
vote irrespective of the number of shares 
they own. U sually a stockholder has as  
many votes as he has shares of stock. 
It may be very lucrative and profitable 
for a shareholder to sell his right to vote, 
but not because the state is jealous in  
seeing people profit, but rather this prac­
tice tends towards corruption, that the 
state considers as a misdemeanor when  
any person who, being entitled to vote  
at any m eeting of the stockholders or 
bondholders, or both, of a  stock corpor­
ation, sells h is vote, or who issues a  
proxy to vote to any person for any sum  
of money or thing of value, except as ex­
pressly authorized by law.
Quite frequently the board of directors 
delegates its  powers to what is known  
as an executive committee. T his execu­
tive committee has definite powers. They 
can not, for instance, remove from office 
officers of the corporation who have been 
elected for a prescribed term by the fu ll 
board of directors. The committee merely  
has the power to transact the corporate 
business during the intervals between the  
m eetings of the board, but it has no 
power to inaugurate radical reversals of 
or departures from fundamental policies 
and methods of conducting  the business 
as prescribed by the directorate. (See  
Fensterer v . Pressure L ighting Co., 85 
Misc. 621, at page 626, N. Y.)
The accountant should scrutinize con­
tracts between a corporation and its  di­
rectors. Although such contracts are not 
void yet the corporation has the right to 
be relieved of any obligations under them. 
(See Globe Woolen Co. v. Utica Gas & 
Elect. Co., 151 App. Div. 184, 196.)
When the question arises as to  the com­
pensation of directors, officers and agents 
the accountant should be fam iliar w ith  
the general rule that, in  the absence of an  
express contract, an officer or director 
of a corporation can not recover for serv­
ices rendered w ithout proving they w ere
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outside of h is duties as such officer or di­
rector, and in addition thereto that the 
same were rendered w ith the expectation  
by both parties that they should be paid 
for. (See Alexander v. Equitable Life 
Assur. Soc., 233 N. Y. 300.)
In the matter of corporate dissolution  
it is well to note to what extent the law  
affects the work of the accountant. Nor­
mally upon the dissolution of any cor­
poration, its  directors, unless other per­
sons shall be designated by law shall be 
the trustees for its creditors, stockholders 
or members, and shall hare full power to 
settle its affairs, collect and pay its  out­
standing debts, and distribute to the per­
sons entitled thereto the assets remain­
ing after payment of debts and necessary 
expenses. The dissolution of a corpora­
tion is effected in various ways. It may 
be dissolved by the expiration of the term  
of corporate existence by lim itations as 
to its duration contained in  its certificate 
of incorporation. It may be dissolved by 
voluntary dissolution by the stockholders, 
without judicial proceedings (see Stock 
Corporation Law Sect. 105). Its charter 
may be repealed by the legislature. It 
may be dissolved by an action brought for 
involuntary dissolution on various 
grounds. Such dissolution can be effected 
where the corporation has remained in­
solvent for at least one year or where it 
has neglected or refused, for at least one 
year, to pay and discharge its  notes or 
other evidences of debt, or where it has 
suspended its ordinary and lawful busi­
ness for at least one year. Where the  
question arises as to the insolvency of a 
corporation the mere fact that the assets  
of a corporation are less than its liab ili­
ties does not necessarily constitute in­
solvency. The test is  a general inability  
to pay its obligations as they become due 
in the regular course of business. Even  
in dissolution the unpaid subscription to 
the capital stock of a corporation are 
assets of the corporation.
It may be interesting to note that in  
the case of Le Roy v. Globe Ins. Co., 2 
Edwards’ Ch. 657, (1836), a novel propo­
sition was presented. A corporation de­
clared a law ful dividend from its  surplus 
profits and transferred the amount there­
of on the corporate books to the profit 
and loss account, thereby severing the 
dividend fund from the assets of the cor­
poration. Subsequently and prior to the 
delivery of dividend checks to all the 
stockholders a fire rendered the corpora­
tion insolvent and receivers were appoint­
ed. A stockholder who had not received 
the dividend, upon the refusal of the re­
ceiver to pay the amount thereof, com­
menced an action in behalf of him self 
and other stockholders claim ing under 
like circumstances and obtained a decree 
for the recovery of the unpaid dividends. 
The court held the action was m aintain­
able because the setting aside of the fund 
to pay the dividend was an appropria­
tion thereof and created a trust fund in  
favor of the stockholders, to which they  
were entitled even as against creditors.
From subsequent court decisions the 
law seem s that the moment a dividend is 
declared and credited it  is  the property 
of the individual and he is entitled to it. 
It becomes a debt due from the corpora­
tion.
Some cases have held that the situation  
of stockholders would have been entirely  
different if the directors had merely de­
clared a dividend w ithout appropriating 
any specific fund for the payment thereof 
and the corporation became insolvent be­
fore the payment of the dividend. In 
such case the unpaid dividends would 
have been mere debts against the cor­
poration in favor of the stockholders and 
they would not be entitled to a preference 
in payment of the general funds of the 
corporation, but must come in ratably 
w ith other creditors. (See Staats v. Bio­
graph Co., 236 Fed. Rep. 454, 458.)
In the dissolution of a corporation the 
court may appoint a receiver to wind up 
the affairs of the corporation.
In conclusion I feel that those who de­
sire a more detailed and exhaustive study 
of the subject of corporation accounting 
and corporation law may find valuable 
information in the following: Corpora­
tion Accounting, by Robert J. Bennett, 
the Ronald Press Co.; Corporation Pro­
cedure, Law, Finance, Accounting, by 
Thomas Conyngton, R. J. Bennett, and 
Paul W. Pinkerton, the Ronald Press Co.
I w ish to acknowledge publicly my 
thanks to Hon. Frank White, author of 
W hite’s On Corporations, Callaghan & Co., 
from whose monumental work I have ob­
tained a great deal of the m aterial of 
this article.
A C C O U N TA N C Y  LEG ISLA TIO N  
A N D  A D M IN IST R A T IO N
(C on tin u ed  from  p a g e  262) 
ing work, as in some phases of the field 
service in the Internal Revenue or an 
internal auditorship for a business con­
cern, allowances are made so that but two 
years of practical accounting experience 
are actually required.
The laws of five States omit details as 
to exam ination requirements, the Board 
being charged w ith m aking its own rules 
covering all the points.
In most cases a $25.00 fee is charged 
for the examination, w ith  a certificate to 
each successful applicant included. Three 
States charge an extra $10.00 fee when  
the certificate is obtained.
I. Forms of Practice.
No report indicated that corporations 
were expressly permitted to practice pub­
lic accounting. In about one-fourth of 
the States they are expressly prohibited, 
except those in existence when the law  
was passed, and in about two-thirds they
are prohibited from practicing as Certi­
fied Public Accountants. As regards part­
nerships, the usual provision is  that if  all 
of the partners hold C. P. A. certificates 
the firm may practice as Certified Public 
Accountants, otherwise as Public Ac­
countants. One of the States requires 
that there must be a resident partner, 
one requires a resident partner or man­
ager, and in  two others it is required 
that if  all the partners are non-resident 
the firm must register a power of attor­
ney w ith in  the State.
J. Complaints and Charges.
Comparatively few of the State boards 
have fixed professional standards for the 
State, in  most cases that problem having 
been left to the State societies. In most 
of the States the Board has provided its  
rules in  printed form.
In answer to the question as to whether 
the Board considers: (a ) It should fol­
low up all suggestions which come to it 
as regards irregularities; (b) It should 
turn over all such m atters to the State 
society for investigation; or (c) It should 
sim ply let matters rest until some formal 
presentation is made, the preponderence 
of replies favored the first suggestion. 
The answers were qualified in some cases, 
such as “depends on importance,” “only 
if  in w ritten form,” “require written  
complaint before consideration,” etc.
The number of formal complaints 
w hich have been filed w ith the boards 
have been practically the same number 
as the informal complaints filed. As the 
result of action by the Board, it appears 
that at least in thirty-four cases the 
charges were sustained and certificates 
have been revoked, in some cases tempo­
rarily and in other cases permanently, 
the basis of such action being stated as 
“unprofessional conduct,” “dishonesty,” 
“fee sp litting” and “improper reports.” 
Of th is number five were reinstated at a 
later date.
K. Exemptions.
The more recent laws, especially those 
of the regulatory type, have included cer­
tain exemptions which were rarely found 
in the original type of C. P. A. law.
One exemption relates to attorneys who, 
in connection w ith their professional 
work prepare reports of a form or char­
acter usually prepared by accountants, 
and provides that they have not thereby 
become public accountants and thus 
amenable to the law.
Another provision relates to the em­
ployees of public accounting organiza­
tions who do not prepare reports over 
their own name and expressly exempts 
them.
The laws of two States expressly pro­
vide that no lim it is placed on the power 
of the State or any of its divisions to 
audit its own records.
The right is recognized of practitioners 
from other States, holding C. P. A. certifi-
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cates therefrom, without a residence or 
an office in the State in question, to prac­
tice under varying conditions.
In three States they are expressly per­
m itted to do work relating to audits 
originating in  the States of their domi­
cile and not in the State where the work 
is done. The 1903 Illinois law expressly 
permitted holders of C. P. A. certificates 
from other States to practice w ithin  its 
borders as certified public accountants, 
and also to open an office therein if they  
so desired w ithout any registration for­
m alities.
In several States they may practice as 
certified public accountants provided they  
indicate the name of the State granting  
them their certificate.
In four States they must register w ith  
the Board when coming into the State on 
temporary work and in one State the out­
sider must file the name of a local prac­
titioner w ithin the State who w ill act as 
his agent.
L. Relations With State Organizations.
In comparatively few cases have the 
boards conferred w ith other State pro­
fessional boards or other State adm inis­
trative units.
M. Relations With Societies.
In most cases the Board reported a 
friendly working relationship with the 
State Society, where one existed, and it 
appeared that w hile most legislation had 
been sponsored by the State societies, the 
boards had generally supported the same.
N. Relations With the Public.
Six States have included a confidential 
communication clause.
Two States have inserted an ownership 
of working papers provision, two an ex­
emption from jury duty provision, and 
one, Florida, has secu red  a preferred 
claim  provision.
O. Litigation.
Comparatively few of the public ac­
counting laws of the perm issive type have 
been involved in court actions.
In Alabama the validity of its law was 
sustained by the Supreme Court which, 
however, permitted an appeal to be made 
to the United States Supreme Court for 
the purpose of determ ining whether such 
a law had a legal status. The United  
States Supreme Court declared it had, but 
that the State Board operating under it 
must conduct its affairs w ith  reason so 
that any decisions which it made would 
stand the test of “reasonableness” if an 
action was brought.
An attempt was made in the D istrict of 
Columbia to require the Board to disclose 
to a disgruntled applicant for a certificate 
the files of other applicants for certifi­
cates, it being claimed that the Board had 
passed favorably on cases sim ilar to his 
w hile a denial had been made of his ap­
plication. The D istrict Supreme Court 
declared that w hile every individual had 
a right to see his own file, the Board was 
under no obligation to disclose the file 
of another, and in fact, had no right to 
do so.
Several of the States were involved in  
litigation concerning the right of holders 
of certificates issued by the National As­
sociation to practice. In all of these cases 
save one the Board was upheld by the  
court.
The Maryland Board was obliged to de­
fend its right to refuse to revise a can­
didate’s markings and the court upheld 
the decision of the Board in the matter. 
A second action was brought against the 
Board in the form of a mandamus to com­
pel it to issue a certificate recognizing in 
Maryland a C. P. A. certificate issued by 
another State. This action has lain dor­
mant for some time.
In Minnesota an attempt was made to 
compel the Board to recognize public 
municipal accounting experience as equiv­
alent to public accounting experience, but 
the court refused to mandamus the Board. 
In a second case the Board prosecuted for 
violation of the use of the title “C. P. A.” 
w ithout Board authorization and the po­
sition of the Board was sustained. A 
third case is now in court in which the 
right of the Board is challenged to cancel 
a C. P. A. certificate obtained from an­
other State and registered in Minnesota.
The Supreme Court of North Carolina 
decided that the North Carolina Board 
had exceeded its authority in holding ex­
aminations outside of the State and by its 
decision cancelled all such certificates. 
A. special examination was held for those 
holders who desired to return to the State 
for an examination.
P. Legislation.
The records presented by both boards 
and societies indicate that in the largest 
number of cases legislation had been 
initiated by the society w ith all possible 
support being given by the Board. In 
three States only do the reports indicate 
that at any tim e there was a difference 
of opinion between the Society and the 
Board as to what should be done. The 
records show that the boards and the so­
cieties have united more often in oppos­
ing legislation which has been suggested  
by outside parties than they have united 
in attem pting new legislation.
There has appeared to be, from year to 
year, a considerable desire on the part 
of different groups or classes to have the 
C. P. A. laws amended so that the par­
ticular group or class involved might be 
the beneficiaries by reason of securing  
C. P. A. certificates through the waiver 
route.
In some cases the attempt was fathered 
by past and present Federal employees 
who felt that as they had been or were 
working for the Government they were
entitled to preferential treatment. T his 
has been more noticeable in recent years 
due to the fact that a large number of 
men who have been employed in  the  
Income Tax U nit have left and are leav­
ing the service of the Government and a  
goodly percentage have gone into or are 
entering the practice of public account­
ing largely, it is true, relating to the in­
come tax procedure phase. In some cases 
they have felt that their experience en­
titled them to a C. P. A. certificate.
A second series of attempts has been 
sponsored by State employees, some of 
whom have been engaged as accountants 
by the State in its various departments 
and most of whom have practically had 
no public auditing experience. These at­
tempts have originated because of the 
fact that the group felt that its acquaint­
ance w ith the legislative membership af­
forded it an opportunity of securing a  
waiver provision in their favor.
The third and larger group, taking the 
country as a whole, consisted of public 
accountants, the vast majority of whom  
had come into the field since the enact­
ment of the earlier C. P. A. laws and who, 
therefore, never had an opportunity of 
qualifying under the original waiver pro­
visions.
This last group argues that as long as 
any practitioner secured certificates by 
waiver, others are entitled to have them. 
It should be noted that while throughout 
the entire country 1863 certificates were 
issued as the result of waiver provisions, 
at the present tim e there are only 691 of 
the holders now practicing. Half of them  
received their certificates in seven States, 
four of w hich seven States now have reg­
ulatory laws.
Most of the amendments secured to the  
laws were of a minor character and yet 
each has tended to improve the law. The 
largest number of new laws have been  
those of a regulatory character, to w hich  
reference is made elsewhere.
The New York law, secured at the last 
session of the Legislature, w ill greatly  
improve the situation in that State. Un­
der the old law the Board was practically  
powerless to recognize any considerable 
number of certificates issued by other 
States. Due to the large influx of ac­
countants into New York, about one-third 
of the practicing certified public account­
ants in that State were holders of cer­
tificates from other States. Under the 
new law they can be recognized. The 
new law provides an Advisory Council on 
Accountancy which serves w ithout com­
pensation and w ill be able to render a  
great assistance to the profession. The 
new law also provides for a Committee 
on Grievances of ten members appointed 
two a year for a period of five years, and 
that committee w ill virtually act as a 
court for all complaints concerning un­
professional conduct, reporting its find­
ings to the Department of Education.
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When it is remembered that the State of 
New York issues one out of every five
C. P. A. certificates, it w ill be realized 
that these tw o added adm inistrative 
groups w ill greatly facilitate the hand­
ling of accountancy problems.
Another type of amendment which has 
been beneficial to the profession is that 
w hich has restricted the adm ission to 
exam inations to residents of the State 
giving the exam ination or persons who 
had an office therein for the regular 
transaction of business. A few States 
still permit wanderers to take their ex­
amination, but there are now none that 
are holding them selves out as so doing.
Q. Regulatory Laws.
Nine States have passed this type of 
law since 1924. In their order they are, 
Maryland, Louisiana, North Carolina, Ten­
nessee, Michigan, Illinois, Florida, Vir­
ginia and Iowa. The Iowa law only went 
into effect in August, so that no figures 
can be given therefor.
As a result of these laws, two types of 
certificates are in  existence in each of 
these States. In Illinois there are two 
adm inistrative boards, one covering the
C. P. A. certificates and the other cover­
ing the Public Accountant certificates and 
the registrations for both classes, all of 
whom are registered as Public Account­
ants.
In securing these law s Tennessee, Flor­
ida and Iowa reopened the waiver. 
The others did not. Florida recognized 
public accountants w ith  five years’ ex­
perience and employees in the Internal 
Revenue Service who had passed grade 
number eleven. Iowa granted certificates 
to those who had been in practice when  
the original law was passed in 1915 and 
who did not get one at that time.
In each of the States annual registra­
tions are required except in Maryland.
At the tim e when these regulatory laws 
went into effect the number of C. P. A. 
certificates which had been issued was
1,875 and the number of public account­
ant certificates issued was 1,479. This 
latter figure includes an estim ate with  
regard to Illinois, as we were not able 
to get the exact figures from the Board 
of Public Accountant Examiners.
Of the public accountants to whom cer­
tificates were issued when the law was 
passed 119 have since secured a C. P. 
A. certificate as the result of an examina­
tion. During th is same period C. P. A. 
certificates have been issued to others in 
the several States, follow ing an examina­
tion, to the number of 375, and during 
the same period 196 have been issued  
to holders of certificates from other 
States based on the recognition of those 
certificates.
From actual figures in six of the eight 
States, it is estimated that when the reg­
ulatory laws went into effect 4,400 indi­
viduals made at least an informal appli­
cation to be registered and the actual 
figures from seven of the eight States 
show that of formal applications made 
878 were denied.
The total number of accountants reg­
istered in 1929 in seven of the nine 
States, Maryland not having an annual 
registration, and Iowa not having yet 
taken its first, six figures being ascer­
tained and one being estimated, is 3,355.
In general, the reasons for refusing  
these certificates were: Could not qualify  
under the law as to actually being in the 
practice of public accounting—90 per cent, 
unfavorable reports received in the in­
vestigations which warranted the Board 
in  refusing them the desired certificates—  
10 per cent.
The general policies of the several 
boards have been to investigate all re­
ported cases of violation of the law and 
in view of the new type of legislation, to 
suggest to persons who may have been 
technically guilty that no action would 
be taken unless the offense was repeated. 
In most cases the simple warning has 
been all that was needed. In reported 
cases numbering twenty-seven, it has been 
necessary for the Board to officially notify  
individual parties that they must “quit,” 
and, except in a very few cases, no court 
procedure whatever has been involved.
In general, the public accountants who 
had developed the largest practices, were 
favorable to the regulatory law.
In most of the reports it was stated  
that the relationships between the cer­
tified men and the non-certified men had 
been assisted as the result of the law due 
to the fact that they had found one point 
on which they could agree, namely, that 
the general public had been favorably 
impressed by the attempt to regulate all.
COMING into existence after the last convention of the Society, the Committee on Technical Af­
fairs has endeavored during the past year 
to have its duties defined by the Board of 
Directors. Failing in that attempt, the 
Committee has contented itself w ith an­
sw ering some ten or twelve questions re­
lated to both theory and practice, and 
doubtless a real need for such service 
exists. The Committee should be con­
tinued, therefore, if only to supply tech­
nical information to members who are 
not in  a position to secure it them selves.
The Committee desires to call to the 
attention of the Board an important mat­
ter, which seems to confront any group 
concerned w ith the procedural side of ac­
countancy today. A great and pressing  
need exists for a scientific reconstruction  
of present-day theory and practice, a need
It was generally agreed that in most of 
the states the elapsed tim e had not been 
sufficient to obtain the best effects from  
the law, but that all trends which could 
be noted were favorable.
In all States, save one, where the law  
has been in  effect two years, an attempt 
had been made to amend the same which  
attempt was not sponsored by either the  
State Board or the State Society of Cer­
tified Public Accountants or the State So­
ciety of Public Accountants, where one 
existed, but was due to the activity of 
individual groups of accountants not con­
nected w ith any regular organization.
But two court proceedings have been 
had touching on regulatory laws. In 
Maryland, in 1925, mandamus proceed­
ings were instituted to compel the Board 
to issue a Public Accountant certificate to 
an applicant who had refused the same on 
the ground that he had not fulfilled the  
conditions set forth in the law. The ver­
dict was in  favor of the Board. A motion  
for a new trial was filed but was over­
ruled and the case was never appealed.
In Louisiana the holder of a certificate 
from another State performed an account­
ing engagement in that State w ithout 
complying w ith the Louisiana law as re­
gards such cases. He sued to recover on 
his bill w hich was objected to by the 
client, one defense being that the account­
ant had not complied w ith the law. The 
lower court sustained the defendant. The 
case was appealed and is now in the Su­
preme Court of the State of Louisiana.
R. General.
The penal provisions of the law vary 
from a fine of from $10 to  $1,000 or im ­
prisonment in jail from one month to a 
year, or both, at the discretion of the 
court.
which is im perfectly met through the 
functioning of committees. The tim e and 
facilities available to comm ittees of na­
tional organizations for a thorough study 
of any one problem are, in most instances, 
w holly inadequate. Urged to present 
their conclusions, they publish hastily- 
gathered data so obviously unfinished 
that the rank and file of the profession  
can not accept them  as controlling, how­
ever praiseworthy the results may seem 
to persons outside the profession. Bank­
ers, for example, have been much inter­
ested in  the attempts that have been made 
to standardize balance-sheet audits and 
have welcomed recent recommendations 
in that direction; yet it is questionable 
whether the results thus far secured are 
sufficiently acceptable to the profession  
at large to warrant referring to such re­
sults as standard practice. The fault lies
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not w ith  committee members who are 
called upon to do these things w ith ex­
pedition, but rather w ith  the lack of co­
ordinated effort behind the profession as 
a whole. In a word, the profession has 
failed to establish scientific standards 
and has as yet set no machinery in mo- 
t ion whereby such standards may be as­
sured for the future. U ntil an agency 
is created to bring together the best 
thought in the profession, and to provide 
a working program looking forward to 
the positive and rational development of 
the whole profession, not only must com­
m ittee reports setting forth standards be 
regarded as tentative, but they must also 
be actually discouraged, since persons out­
side the profession may be misled in  
thinking that committee-formed stand­
ards have a scientific basis, that they  
have found general acceptance in the pro­
fession, and that the various professional 
bodies w ill enforce observance of these 
standards upon their members.
Committees w ill doubtless be the first 
to admit the provisional character of 
their findings. Committees are, w ithout 
exception, composed of busy practitioners. 
Their m eetings and activities have en­
tailed sacrifices by every interested mem­
ber. Under these circumstances, what 
likelihood is there that the results have 
been scientifically arrived at? Your Com­
m ittee recommends, therefore, the crea­
tion of an agency for the purpose of 
establishing uniform and scientific pro­
cedures in accounting. Such an agency 
should, if  possible, be the joint product 
of the existing national professional 
bodies, for to function w ith authority it 
should be supported by a large majority 
of the profession. Its first problem would 
be to establish and provide for the con­
tinued maintenance of interprofessional 
relationships, so that its field of author­
ity  may remain undim inished. Its own 
program of action, say over a period of 
five years, should then be planned, w ith  
definite accomplishments in store for such 
important interrelated problems as—
(1) Creating a body of definitions.
(2) Setting standards for professional 
examinations.
(3) D evising uniform audit procedure 
and other standards essential to profes­
sional activities.
(4) Compiling current and comparative 
statistical data vital to financial inter­
pretation.
(5) Drawing up uniform accountancy 
laws, w ith improved provisions for pre­
lim inary education, period of practice, 
and so forth.
( 6 ) Encouraging scholars to make in­
dependent excursions into accounting 
theory and practice.
(7) Cooperating w ith agencies engaged 
in  business research by suggesting fields 
for investigation and assisting in the se­
curing of m aterial for them.
( 8 ) Suggesting curricula and minimum
content of courses in  accounting for edu­
cational institutions at their request.
(9) Providing an enforceable code of 
ethics for professional accountants, based 
on previously created, definite standards.
Several of the activities as above out­
lined could not be completed w ithin the 
period suggested. In fact, some of them  
are of a continuous character, and sub­
agencies would have to be provided for 
their perpetuation. The important thing  
would be to set the machinery in motion  
so that each division of the program  
m ight function in  harmony and have re­
sults consistent w ith every other division, 
a task in itself of no slight importance. 
The plan of each activity would have to 
be drawn in  considerable detail before
BASIC among the principles under­lying The American Society of Certified Public Accountants is 
that of cooperation w ith State organiza­
tions of certified public accountants. The 
founding of th is Society and its plan of 
development may be compared to that of 
the Federal Government in that the w el­
fare of each State is deemed essential to 
the welfare of the United States. Indeed, 
were another name sought for our So­
ciety, a very descriptive title would be the 
United States Societies of Certified Public 
Accountants.
In his able reports last year and the 
preceding year, Mr. Hughes, former 
Chairman of th is Committee, w ell de­
scribed the purpose of th is Society as 
fo llow s:
“A national organization w ith affiliated 
member societies in each State is our 
aim; its inestim able value to the whole 
profession is obvious to every Certified 
Public Accountant.”
The American Society w ill grow as the 
State Societies grow and its usefulness 
w ill accordingly increase. The mainte­
nance of interest and cooperation between 
the national organization and the sup­
porting State organizations is to be fos­
tered as the joint function of a great 
organization representing our profession.
Accounting in some States is of com­
paratively recent origin so far as Certified 
Public Accountant law is concerned, and 
last year it was reported that in twelve 
States no accountants’ organization ex­
isted. In as many more States the or­
ganization had not begun to really func­
tion actively. The older State organiza­
tions, however, have in greater or less 
degree been interested in relation with  
The American Society, and as their stand­
ards have risen, their interest and co­
operation has tended to be reflected in 
respect to their relation to The American 
Society.
Reports from members of the Commit-
any one could be commenced. And again, 
the whole project, to be assured of suc­
cess, would have to be well financed. Yet 
these obstacles are more apparent than  
real. It is believed that a number of ac­
countants are available whose scholastic 
and professional attainm ents are of a 
high order, and any one of whom could 
be induced to head the agency herein  
described. It is further believed that the 
profession is v ita lly  interested in these 
m atters and could be induced to under­
w rite the venture.
Respectfully submitted,
R. C. LLOYD,
WM. T. SUNLEY,
E. L. KOHLER,
Chairman.
tee offer two valuable (though not new) 
suggestions:
(1) That The American Society exer­
cise more of the functions of a clearing  
house for the benefit of State Societies 
in collecting and distributing information  
respecting questions of national interest 
w hich may arise in various State So­
cieties or elsewhere. (2) The fostering  
of interest and greater activity in meet­
ings and their doings of State Societies, 
th is to be accomplished through closer 
contact w ith them, especially those State 
Societies that have been less active than  
they should be.
Recognizing the wisdom and soundness 
of this policy of fostering the State So­
cieties by The American Society, the next 
step is to achieve reciprocal cooperation 
in  fact w ith the State Societies individu­
ally. It is self-evident that the newer 
and weaker States w ith respect to the 
accountancy profession offer an import­
ant field for development and the foster­
ing  interest of The American Society.
Among the means and advantages of­
fered for such cooperative relationship  
is  that of the allowance of the reduction 
of fees and dues to those members of 
State Societies and The American Society. 
It has been suggested that this allowance 
and in fact the collecting of such dues be 
modified and placed perhaps in the care 
of State Societies. W hile not w ise in 
every case, yet the advantage of having  
dues payable in one sum for both so­
cieties to a single treasurer, offers ad­
vantages worthy of consideration and ar­
rangement if possible.
It has been suggested further that there 
should be closer cooperation between the 
office of the Executive Secretary in Wash­
ington and the members of the Commit­
tee on Relations w ith State Organizations. 
I mention first the National organization, 
although the principal cooperation un­
doubtedly should be that from the indi­
vidual members of this Committee. More
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dynamic information should be obtained 
if  possible through Committee members 
and we believe th is should result in pro­
moting the best cooperation w ith The 
American Society headquarters.
Encouragement in the cooperation be­
tween State Societies and the National 
organization has been given by State 
Society Awards offered through The Amer­
ican Society to State organizations show­
ing the most notable advances in  mem­
bership, improved organization, contribu­
tion to personal advancement of mem­
bers, increased membership, etc. The 
State Society, new or old, large or small,
To Officers, Directors, State Representa­
tives and Members of The American 
Society of Certified Public Account­
ants:
F OR the third tim e your Secretary presents a formal statem ent in  w hich he w ill attempt, at least, 
to touch upon the important points of 
the past year, so far as the history of The 
American Society is concerned.
First, a word of thanks to each and 
all who have, by individual effort or by 
teamwork w ith their professional breth­
ren in their respective communities, as­
sisted in furthering the cause of the pro­
fessional public accountant as represented  
by the Certified Public Accountant.
Members.
September 1, 1928, we reported a mem­
bership of 2502. As of a corresponding 
date th is year we report a membership 
of 2517.
Finances.
The financial statem ents w hich appear 
elsewhere in th is issue cover the business 
affairs of The American Society and The 
Accountants Publishing Company. It w ill 
be noted that w hile The Accountants Pub­
lish ing Company showed a net loss of 
$17.14, the net worth of The American  
Society was increased by $2,965.61, after 
providing a reasonable reserve for depre­
ciation of its equipment.
Directors’ Meetings.
The Board of Directors held two regu­
lar m eetings during the year, one in Chi­
cago, December 27-28, and the other in  
W ashington, April 29-30. Each of these 
meetings had a larger attendance than  
any previous corresponding m eeting in  
the history of the Society.
State Representatives.
W ith each year the responsibilities of 
the State R epresentative are becoming 
more and more determined. Year by 
year the R epresentatives are increasingly  
of assistance to the headquarter’s office. 
When the tim e shall come that affiliated 
relationships are definitely established by 
The American Society w ith  State So­
cieties, the State Representative w ill play
can be helped by close contact and co­
operation w ith The American Society. 
Local m atters and national matters may 
w ell be focused into and out from the 
N ational organization whose strength  
w ill be received likew ise from and offered 
to the State Societies upon the same prin­
ciple of political economy that helped 
thirteen struggling Colonies into a union  
of forty-eight powerful States, united and 
bound together for the common good 
of all.
JONATHAN B. COOK,
A cting Chairman.
a still larger role in the work of the So­
ciety.
Arbitration.
The work of the Special Committee on 
Arbitration has been of such an outstand­
ing character that the membership, w ith  
less than a 1 per cent dissenting vote, 
transferred it to the list of Standing Com­
mittees. As w ill be noted from the report 
of the Special Committee, seven State So­
cieties have established an affiliated re­
lationship w ith the American Arbitration 
Association as the result of the activity  
of this committee.
Travel.
W hile no single trip extending over two  
weeks has been taken by the Secretary 
th is year, he traveled between September
1, 1928, and August 31, 1929, 32,831 m iles 
and held m eetings w ith accountants in  
nineteen states.
This year has witnessed at least 
marked results from the first extended 
trip he took after assum ing the secre­
taryship. Two of the societies w hich he 
visited on that trip had been inactive for 
several years. Sufficient interest was 
aroused so that they have become work­
ing forces in their respective states. The 
Iowa Society was the moving factor in  
securing the new accounting law in  that 
State th is year ami the Nebraska Society 
was able to work out a plan by and under 
which 90 per cent of the certified men in  
Nebraska entered into an arrangement 
w ith the state authorities to conduct the 
most extensive audit w hich the State has 
ever had.
Luncheons, Chapters and Societies.
The American Society is still preaching 
the doctrine that professional men, when  
they become well acquainted w ith each 
other, as they can better do around an 
eating table than in any other way, lose 
the spirit engendered by petty jealousies. 
We are, therefore, encouraging the 
W eekly Luncheon idea wherever feasible 
and the Monthly Luncheon or Dinner 
plan under all conditions.
The Society is also encouraging the 
organization of chapters wherever pos­
sible. The chapter plan enables other
than members to get acquainted w ith the 
general professional ideas which the cer­
tified man should have. It enables the 
accounting group to exchange ideas w ith  
other groups in the community that are 
related to it  in  some type of activity. In 
th is day of organizations, one necessarily  
looks askance on any number of indi­
viduals, who should have a common aim, 
who do not have sufficient interest, in  
either the aim or the other individuals 
composing the groups w hich should be 
striving to attain it, to establish a group 
relationship and then m aintain it.
The State Society is the most import­
ant factor in the development and main­
tenance of any profession. W hile, of 
course, it  has no legal power over any  
other than its own members, it exerts a 
moral influence w hich is essential to the 
upbuilding of a profession. Practically  
one-fourth of our states are still w ithout 
a State Society. W hile in  most cases 
they would have a sm all membership, it 
is true, nevertheless, that the influence 
of an organization w ith five members is  
much greater from a professional stand­
point than is the resultant of the efforts 
of those same five members, exerted indi­
vidually and w ithout a common purpose 
and plan.
State Legislation.
The legislatures of fifteen states had 
bills before them th is year affecting the 
public accountant. The two important 
constructive laws enacted were those in 
the States of New York and Iowa.
New York passed a law under which  
it  w ill be possible for the first tim e for 
the certified public accountants holding 
certificates from other states, residing  
and conducting accounting offices in New  
York, to be counted as C. P. A’s on the 
same basis as the practitioner who holds 
a New York certificate.
Iowa became the ninth state to enact a 
regulatory law, although the Board has 
only just begun to function.
Colorado secured a privileged communi­
cation provision. A law in Arkansas pro­
vides that a report prepared by a certi­
fied public accountant is prima facie evi­
dence of its truth and correctness and 
imposes a fine of $5,000.00 upon the C. P.
A. preparing one that is false.
In seven states the Boards or Societies, 
or both, favored bills which were not 
passed and in four states they opposed 
bills which had been introduced and none 
of them were passed.
Examination Questions.
Our report of a year ago indicated that 
the Board of Directors had sent the Coun­
cil of the American Institute a memo­
randa w ith regard to the matter of ex­
am ination questions. Since our m eeting  
a reply was received from the Council. 
The matter was further discussed by the 
Board of Directors and action taken, after 
w hich the phraseology of another com­
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munication was referred to a committee 
w ith  power.
The Certified Public Accountant.
Your Secretary, acting as the Editor 
of the official organ of The American So­
ciety, desires to  express his appreciation  
of letters which have been received from  
members indicating their interest in  the 
type of material w hich has been monthly 
presented.
Special attention should be called to the 
fact that each month the m aterial for two 
departments is furnished by two of our 
members as a contribution by them to 
the general professional work of the So­
ciety.
W illiam T. Sunley, of Chicago, has pre­
pared for the “Questions and Answers 
Department” an answer to one of the 
problems given by some State Board and 
in addition thereto has answered some 
of the questions which have been sub­
mitted to the office.
Lewi Gluick, of New York, is regularly  
w riting for the department, labelled  
“Talking Shop,” and we know that his 
communications are appreciated by the 
readers.
Not long since, someone raised the 
question as to how much we were paying  
these members for their valuable services 
and were very much surprised to learn 
that it was a voluntary contribution on 
their part. In fact, in the three years dur­
ing which the writer has been connected 
w ith the magazine as its Editor, only one 
suggestion has been made by an author 
or by a prospective author that any re­
muneration or even an honorarium was 
expected.
International Congress on Accounting.
The American Society feels that it has 
rendered a service to the general cause 
of accountancy by assisting along with  
other organizations in promoting the Con­
gress which w ill meet in New York next 
week.
State Society Awards.
A year ago the Awards in  the first class 
were secured by the State Societies of 
Texas, Ohio and Florida; in the second 
class by the State Societies of New York 
and Florida; and in the third class by the 
State Societies of W yoming and Alaska.
Corresponding awards w ill be made 
th is year w ith one added provision, 
namely, that the winner of first place in  
each class last year is prohibited from  
being considered in that same class this 
year.
The donor of the awards for these two 
years w ill place a like amount at our dis­
posal next year under the same conditions 
as this year.
Amendments.
The three amendments submitted to the 
membership by the Directors last year 
were each adopted. They transferred the 
Annual Convention and Arbitration Com­
m ittees to the Standing Committee status 
and specifically named their duties; per­
m itted the tellers to decide by lot in case 
of a tie when the election had not been 
broken as the result of a second ballot; 
and enlarged the By-Laws relating to 
suspension or expulsion.
Deaths.
During the year the follow ing members 
of The American Society left us and 
their names are herewith recorded as a 
slight tribute to their memory:
Elijah Bates, Cleveland, Ohio.
Roy Thomas Bell, Youngstown, Ohio.
Samuel A. Blustein, Charleston, W. Va.
W illiam C. Canning, Boston, Mass.
James T. M. Connor, Denver, Colo.
M. W. Cookerow, W ashington, D. C.
R. H. Dillingham , New York City.
Daniel M. Fleming, Manila, P. I.
John Lewis Fulling, Philadelphia, Pa.
W. O. Ligon, Jr., Tulsa, Okla.
Clarence A. Martin, New York City.
Samuel Newberger, New York City.
Augustus Nickerson, Boston, Mass.
Julian A. Pope, Atlanta, Ga.
Charles H. Schnepfe, Jr., Baltimore, Md.
James Frederick W hite, Mineola, N. Y.
In conclusion, the personal thanks of 
the Secretary are tendered to the officers, 
directors, representatives, committeemen, 
office staff, contributors to THE CER­
TIFIED PUBLIC ACCOUNTANT, mem­
bers who have, from tim e to time, sent in 
applications for membership secured 
from individuals who had not hitherto  
joined our ranks, State Board members 
and State Society officials, which groups, 
cooperating w ith the membership as a 
whole, have enabled the Society to close 
a successful year and add much, we be­
lieve, to the general development of the 
profession.
R espectfully submitted,
D. W. SPRINGER,
Secretary.
F IN A N C IA L  ST A T E M E N T S
E X H IB IT  A
COM PARATIVE BALANCE SH EE T S AS 
AT AUGUST 31 
The Am erican -Society o f Certified Public 
A ccountants
A sse ts. 1929. 1928.
C urrent:
Cash—
B ank ......................... $4,975.28 $2,627.47
Im prest ..................... 900.00 900.00
B ills r e c e iv a b le ......... 30.00 30.00
Prepaid expense . . . . 848.99 833.99
6,754.27 4,391.46
F ix e d :
Furniture and fixtures *3,296.65 3,041.82
L ibrary ....................... 1,755.78 1,741.03
C apital stock of A c­
countants’ Publish­
ing C o m p a n y ......... 4,970.00 4,870.00
16,776.70 13,644.31
L ia b ilitie s  and  N e t W orth .
C urrent:
D ues paid in advance 75.00 76.25
A ccounts payable . . 188.75 24.72
263.75 100.97 
N et w orth (E x . B ) . . .  16,512.95 13,543.34
16,776.70 13,644.31
*Cost .............. $4,789.54
D epreciation . 1,492.89
3,296.65
E X H IB IT  B  
A N A LY SIS OP SU R PLU S
The Am erican Society o f Certified Public 
A ccountants
F isca l Year Ending A ugust 31, 1929
B alance Aug. 31, 1928. $13,543.34
C red it:
N et revenue (E x. C) . $3,448.56 
D e b it :
R eserve for deprecia­
tion  ............................  478.95 2,969.61
N et worth, Aug. 31,
1929 (E x. A ) ..............  16,512.95
E X H IB IT  C 
R E V E N U E S A N D  E X P E N D IT U R E S
The Am erican Society o f Certified Public  
A ccountants
F isca l Year Ending A ugust 31, 1929
R even u es .
D u e s :
A dvance paym ents . . $76.25 
Collections ................... 34,858.22 $34,934.47
F ees ................................... 210.00
Contributions ................  300.00
M iscellaneous ................  168.73
35,613.20
E xp en d itu res .
Secretary’s sa lary  . . . .  7,500.00
C lerical expense ............ 5,892.30
Office supplies ................  244.33
Rent ................................... 2,027.88
Telephone and tele­
graph ............................ 331.14
M iscellaneous ................  69.25
-------------- 16,064.90
P r in t in g :
D irectory ..................... 906.75
C ertificates ................  94.50
Pam phlets ................... 368.00
General .......................  816.75
-------------- 2,186.00
P o sta g e :
D irectory .....................  118.18
E lection .......................  140.42
General .......................  1,015.71
------ ------- 1,274.31
Travel ................................. 1,147.30
Certified Public A c­
countant (Pub. C o .). 8,262.19 
Officers’ and D irectors’
expenses .......................  1,578.06
Convention expenses . . 847.40
Insurance, taxes, bonds,
audits, etc ....................... 22 9.06
M iscellaneous:
Dues, U. S. Chamber
of Commerce . . . .  200.00 
State Society aw ards 300.00 
Sundry .......................... 75.42 575.42
32,164.64
N et revenue (E x. B ) . 3,448.56
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E X H IB IT  D
R E C E IPT S A N D  D ISB U R SE M E N T S
T he Am erican Society o f Certified Public  
A ccountants
F isca l Year E nding A ugust 31, 1929
R eceip ts.
C ash on hand. Sept. 1,
1928 ............................  $2,627.47
N a t’l Metro. Bank,
W ashington, D. C.
(Acct. w ith Society.)
Im prest C a sh :
N a t’l Metro. Bank,
W ashington, D. C.
(Acct. w ith Sec.) . . 900.00
3,527.47
D ues and Membership  
F e e s :
D ues ..............................  $34,858.22
Dues, fiscal year
1929-30 .....................  75.00
34,933.22
F ees ..............................  210.00
M iscellaneous:
Contributions ............ 300.00
R ep aym en ts:
Clerical services . . 140.90 
Telephone and te le­
graph ................... 23.96
M iscellaneous . . . .  3.87
35,143.22
468.73
39,139.42
D isbursem ents.
A s s e t s :
Furniture and fixtures 733.78 
Library .......................... 94.75
Secretary’s Office:
Salary of Secretary. 7,500.00
Clerical expense . . . .  5,907.30
Office supplies ............ 244.33
R ent ..............................  2,027.88
Telephone and te le ­
graph .......................  331.14
M iscellaneous ............ 69.25
P r in t in g :
Certificates ................  94.50
D irectory .....................  906.75
P am phlets ................... 368.00
General .......................... 628.00
Accountants Pub. Co. .
P o s ta g e :
E lection .......................  140.42
D irectory .....................  118.18
General .......................... 1,015.71
T ravel ................................
A ccounts p a y a b le .........
Officers’ and D irectors’ 
expense ..........................
Convention expense . . .
Insurance, taxes, bonds, 
audits, etc.......................
M iscellaneous:
Dues, U. S. Chamber
of C o m m er ce .........  200.00
S tate Society aw ards 300.00 
Sundry .........................  75.42
828.53
B alance Aug. 31, 1929. 
N a t’l Metro. B a n k : 
Account w ith Society  
A cc’t  w ith Secretary.
16,079.90
1,997.25
8,682.19
1,274.31
1,147.30
24.72
1,578.06
847.40
229.06
575.42
33,264.14
4,975.28 
900.00 5,875.28
E X H IB IT  E  
COM PARATIVE BA LA N C E SH EETS AS 
AT AUGUST 31 
The A ccountants Publishing Company 
A sse ts . 1929. 1928.
C urrent:
Cash, B ank ................  $191.66 $208.80
F ix e d :
Furniture and fixtures 1,000.00 1,000.00 
M ailing list  ................  4,000.00 4,000.00
5,191.66 5,208.80
L ia b ilitie s  an d  N e t W orth .
Current ..............................  None. None.
Capital s t o c k ..............  5,000.00 5,000.00
Surplus (E x . F )  . . .  191.66 208.80
5,191.66 5,208.80
E X H IB IT  F  
R E V E N U E S A N D  E X P E N D IT U R E S  
The A ccountants Publishing Company 
F isca l T ear Ending A ugust 31, 1929 
R even u es .
Subscriptions and sa les $10,127.01
A dvertising .....................  2,569.00
-------------- $12,696.01
E xp en d itu res .
Salary ................................  1,500.00
Clerical expense ............ 2,580.00
Printing ............................ 6,928.14
P ostage ............................ 1,115.32
Rent ................................... 540.00
M iscellaneous ................  49.69
-------------- 12,713.15
N et loss (E x. E ) .........  17.14
E X H IB IT  G 
R E C EIPT S A N D  D ISB U R SEM E N TS  
The A ccountants P ublishing Company 
F isca l Year E nding A ugust 31, 1929 
R ece ip ts .
Cash on hand Sept. 1,
1928, N a t’l Metro.
Bank, W ash., D. C.
(A cc’t  w ith  Co.) . . .  $208.80
Am erican Society .........  8,682.19
Subscriptions and sa les 1,864.82
A dvertising ..................... 2,149.00
M iscellaneous ................  30.00
-------------- $12,934.81
D isbursem en ts.
Salary o f  E d i t o r ...........  1,500.00
Clerical services ............ 2,580.00
P rinting ............................ 6,928.14
P ostage ............................ 1,115.32
Rent ................................... 540.00
M iscellaneous ................  79.69
-------------- 12,743.15
B alance Aug. 31, 1929. 191.66
N a t’l Metro. Bank.
ANNOUNCEMENTS
Louis E. Smith & Co., Certified Public 
Accountants, announce the removal of 
their offices to 908 American Bank Build­
ing, Seattle, W ashington.
Samuel Tarter, C. P. A., announces the 
removal of h is office to 198 Broadway, 
New York City.
39,139.42
Edward M. Tyler and Clyde B. Stovall 
announce the consolidation of their prac­
tices and the formation of a partnership  
under the firm name of Tyler, Stovall &
Company, Certified Public Accountants, 
with offices at 923 Fifteenth Street, W ash­
ington, D. C., and 32 Broadway, New York 
City.
J. M. Culbreth & Co., Certified Public 
Accountants, announce the rem oval of 
their offices to 1001-2 State-Planters Bank 
Building, Richmond, Virginia.
H. Louis Katz, C. P. A., has been ad­
mitted to partnership in  the firm of A. J. 
Leonard & Company, Certified Public Ac­
countants, North American Building, 
Philadelphia, Pa.
J. D. Hightower, C. P. A., of Greens­
boro, N. C., announces the consolidation  
of his accounting practice with, and the 
change of the firm name to A. M. Pullen  
& Company, Certified Public Accountants, 
Greensboro and Raleigh, N. C., and Rich­
mond, Va.
J. Edward Moore, C. P. A., announces 
his withdrawal from the firm of Moore & 
Sawyer and the opening of offices at 7 
North Sixth Street, Corner of Union, New  
Bedford, Mass.
Samuel Leopold, C. P. A., is now located 
at 617 Broad Street Bank Building, Tren­
ton, N. J.
Joseph J. Mitchell, C. P. A., has re­
moved h is offices to 198 Broadway, New  
York City.
NOTE
Howard C. Beck, C. P. A., made a w rit­
ten suggestion to the Commissioner of 
Internal Revenue, under date of July 15, 
1929, to the effect that (a) the detailed  
schedule now appearing on page 2 of the 
Annual Corporation Income Tax Returns 
be transferred to page 4; (b) that the 
schedules and answers now appearing on 
page 4 be transferred to page 2, except 
the affidavit and signature which it is 
suggested be transferred to page 1, im ­
m ediately below the computation of tax.
In h is letter he indicated that a large 
amount of tim e was now consumed by 
taxpayers, public accountants and govern­
ment auditors in connection w ith the re­
turns as at present arranged, due to the 
necessity of turning the page for the pur­
pose of checking item s on pages 1 and 2 . 
W ith the present number filed a single  
exam ination of the corporation returns 
in one year necessitates the turning of 
the page more than two m illion tim es. 
The suggestion, if  adopted, w ill enable all 
persons to work w ith pages 1 and 4, both 
exposed so that cross-checkings could be 
made w ithout turning. It is understood 
that the suggested rearrangement w ill be 
made in connection with the form s for 
the present year.
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CALIFORNIA
The regular monthly meeting of the 
San Francisco Chapter of the California 
State Society of Certified Public Account­
ants was held at the Engineers Club on 
Wednesday evening, August 21, 1929, at 
6.30 o’clock.
Mr. Vernon Scott, of the California De­
velopment Association, was present and 
delivered an illustrated lecture on the 
work being done by the Association.
Mr. James E. Hammond presented a 
paper on the Cash Subdivision of the 
Audit Schedule, approved by the Federal 
Reserve Board. Mr. Lewis Lilly dis­
cussed the Inventory Subdivision.
DISTRICT OF COLUMBIA
The following have been elected officers 
of the District of Columbia Institute of 
Certified Public Accountants: President, 
Howard C. Beck; Vice President, Dwight 
N. Burnham; Secretary-Treasurer, James
B. Grice.
LOUISIANA
The annual meeting of the Society of 
Louisiana Certified Public Accountants 
was held in the room of the New Orleans 
Association of Commerce on Thursday, 
August 8, 1929.
The following officers were elected: 
President, L. E. Schenck; Vice President, 
John F. Hartmann; Treasurer, Darby 
Sere; Secretary (for the ninth year), 
George A. Treadwell. Additional mem­
bers of the Executive Board are: Chas. 
L. Seemann, Archie M. Smith and D. D. 
Ewing.
Emile Bienvenu was designated by the 
Society as its official representative at 
the annual meeting of The American So­
ciety to be held in New York.
Charles L. Seemann, retiring President, 
in his report listed among the many con­
structive things done by the Society dur­
ing the past year the fact that the Annual 
Convention of The American Society of 
Certified Public Accountants had been 
fostered by the State Society last October. 
Attention was also called to the fact that 
the Executive Committee, under Mr. See­
mann, had recently, in cooperation with 
the State Board of Certified Public Ac­
countants, made arrangements to vigor­
ously proceed against any firms, indi­
viduals, or corporations, practicing public 
accounting in the State of Louisiana with­
out being registered by the State Board 
of Certified Public Accountants.
After having discussed the subject of 
solicitation for several months, a motion 
was adopted as follows: “This Society dis­
approves the issuance of circular letters
of solicitation.” Afterwards a motion was 
adopted providing for the appointment of 
a committee to consider a revision of the 
rules of professional conduct for the So­
ciety.
WASHINGTON
During July the Seattle Chapter of the 
Washington Society of Certified Public 
Accountants held a luncheon at the 
Ranier Club in honor of William R. 
Green, Jr., visiting member of the United 
States Board of Tax Appeals.
A dvertising copy fo r th is page should be 
received in the  office of T H E  C E R TIFIED  
PUBLIC ACCOUNTANT not la te r th an  the 
25th day of the  m onth preceding the m onth 
of publication. R ates for “Help W anted” and 
“Situation W anted," $3.00 per inch or frac ­
tion thereof (7 lines to an  inch) for one in­
sertion. The ra te  for “Miscellaneous” is $5.00 
per inch for each insertion.
A SSIST A N T TR E A SU R E R  OR COMPTROL­
LER, Am erican, age 34, Certified Public  
A ccountant (M ass .), m ember o f M assa­
chusetts Bar. Experienced in Corporate 
and Trust. Accounting and F inance, also  
Federal and S ta te  Taxation, desires posi­
tion where future grow th is assured if 
ab ility  proven. A ddress TH E C ER TIFIE D  
PUBLIC ACCOUNTANT, B ox K-222.
Every Kind and Variety of 
C.P.A. Examination Question
C. P. A. Review and 
C. P. A. Review Answers
By Clem Wetzel Collins, B. C. S., C. P. A.,
With Four Special Collaborators.
“C. P. A. Review” contains all the questions asked by the American Institute 
of Accountants in their examinations from June, 1917, to and including Novem­
ber, 1925. In addition, through its supplementary questions, the book presents 
C. P. A. examination questions of many states, there being 173 additional prob­
lems in accounting and auditing, and 73 special questions in business law. The 
book is priced at $5.00.
“C. P. A. Answers” is a companion volume prepared in recognition of the 
demand for a book containing the answers to the questions given in the “C. P. A. 
Review,” outlined above. Complete analysis and explanations are presented and 
also argumentative discussions of the problems involved, making the book more 
like a thorough argumentative textbook than one of mere formal answers and
solutions. Its price is $8.50. _______________________________________
Here is an opportunity to secure 
in 1439 pages a superior kind of 
instruction at the reasonable cost of 
$13.50. The purchaser secures not 
only specific and accurate informa­
tion on every phase of accounting, 
but also the benefit of the advice 
and guidance of experts who have 
proved their knowledge and abili­
ties by successful accomplishments.
There is, however, but one fair 
way to judge the excellence of these 
books and that is by personally in­
specting them. This you may do by 
securing them for ten days’ free ex­
amination, which obligates you in 
no way.
W iley Books
Free Exam ination Coupon.
JOHN WILEY & SONS, INC., 440 F o u r th  
A ven u e, N ew  Y ork.
G en tlem en : K in d ly  sen d  m e on ten  
d a y s’ fr e e  e x a m in a tio n , C o llin s’ “C. P. 
A .” b ook s.  C. P. A. R eview—$5.00. C. P. A. R eview  Answers—$8.50.
I a g r e e  to  rem it th e  price  o f  one or 
b oth  b ook s w ith in  ten  d a y s or to re tu rn  
th em  p ostp a id .
N am e
A d d ress
P o s it io n  or R efe r e n c e
C. P. A.— 9-29
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“How Can We Cut Down 
Our Accounting Costs?”
T THE ANSWER of modern business to this urgent question—one which the professional accountant hears on every hand today—is the appli­cation of labor-saving machinery to accounting processes. 
Here is the first book to give the operating details you need to make 
proper application of accounting machines to any condition—to secure 
the tremendous advantages they have made possible.
Accounting by Machine Methods
The Design and Operation of Modern Systems 
to Fit Any Business, Large or Small 
By H. G. Schnackel and Henry C. Lang
Y OU know from experience how materially changed, in most cases, is the procedure where accounting machines are used from that 
under “pen methods.”
These changes are the foundation  of the big savings you 
can make or suggest for any company adopting mechanical 
accounting. The combination of several operations into  
one; constant cross-checks provided that render much de­
tail—work unnecessary; dovetailing of accounting pro­
cesses w ith work of other departments—these are just a 
few  of the resources the ingenious accountant has at his 
command, and of which th is book helps you to make use.
Starts With Your Problems—  
Not With Machines
Whether your problem be putting in  machines to replace 
pen methods or getting the maximum out of machines 
already installed by better planning and organization of 
operating routine, you h a v e  in  A c c o u n t i n g  b y  M a c h i n e  
M e t h o d s  a guide you can follow from the first survey of 
the company’s needs to devising and operating the com­
pleted system . It gives the information you require to 
enable you to fit the machines selected to  the business 
rather than to rebuild the business around a n  inflexible 
system .
Gives Data You Must Have 
to Choose and Apply Equipment
F rom it you w ill get the practical, im partial performance 
data you need to see where you can effect savings w ith each 
type of machine available.
Surveying a business to find the type of machines it 
should have; application of the proper equipment; develop­
ment of the most suitable routine for handling paper work 
and accounting processes—billing, receivables, payables,
installm ent sales, m aterials control, payrolls, ledgers, etc.—  
these are the things you have to plan and accomplish, and 
these are the things the book covers.
Shows How and Where to Effect Savings
Even where accounting machines have been installed, 
relatively simple changes in  operating methods, such as 
th is book suggests, have often effected important savings 
in tim e and clerical costs w ithout change in  existing equip­
ment. It shows you where much needless detail can be 
elim inated; how vital information can be supplied quickly 
and in  more usable form; how to get and use instant auto­
matic checks on your figures.
For any question you may have respecting either princi­
ple or operating detail under machine processes, it presents 
the basic methods proved by experience in  hundreds of 
companies to be the most effective practice. The authors 
are members of the firm of Lang, Schnackel & Co., Certi­
fied Public Accountants, of New York and Cleveland. Both 
have had unusually w ide experience in devising, installing, 
and im proving machine methods in  accounting and sta­
tistical conditions, w ith  concerns of sm all and moderate 
size as w ell as w ith some of the most elaborately organized 
companies of national repute.
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 THE RONALD PRESS COMPANY, 
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Name
(P le a s e  p r in t)  
Business Address _____
C ity ___________________ State*
Firm  --------------------------- Position
Signature _______________________________________
M-198
*O utside co n tin en ta l U. S. and  C anada, cash  p lu s  25c. 
fo r  sh ipping.
W H E N  A N SW E R IN G  A D V E R T ISE M E N T S MENTION TH E C E R T IF IE D  P U B L IC  ACCOUNTANT
A ccountin g M achine
The only accounting m achine that m ulti­
plies directly, prints resu lts and totals by a 
s in g le  key d ep ress io n , typ ew rites, adds, 
su b tra c ts , a c c u m u la te s  to ta ls  and p o sts  
several related  records in  one operation.
Call the local Burroughs office for a dem ­
onstration of th is new Accounting Machine.
BURROUGHS ADDING MACHINE COMPANY
6409 SECOND BOULEVARD, DETROIT, MICH.
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MODERN AUDITING PRACTICE
a short advanced course offered 
to those who are qualified
I N  the preparation o f our new twenty-lesson course in  Public Auditing, our Educational 
Staff has kept one thought constantly in  mind. 
That is that there is great need for this particular 
training among accountants o f proved ability  
who have previously learned the fundamentals 
of accounting principles and procedure.
As a result, we are prepared to offer this 
twenty-lesson course in  Public Auditing as a 
separate unit to applicants who are already 
competent accountants. No attempt is made to  
teach general accounting in  this course.
To those accountants whose auditing expe­
rience has been confined to  the internal work 
of a business organization, th is course offers 
a thoro grasp o f auditing technique and proce­
dure from the external viewpoint.
To those accountants whose public practice 
has been somewhat lim ited, this course offers 
an excellent opportunity to obtain exhaustive 
information regarding Public Auditing, which  
might not be equaled thru years o f actual 
experience.
To those accountants who have been thoroly  
seasoned in  public practice, this course offers 
an excellent opportunity to "brush up” by  
checking their ideas o f theory and practice 
against this latest compilation of text material 
upon this important subject.
This twenty-lesson course teaches Auditing  
as practiced by public accountants (as distin­
guished from the internal audit by the comp­
troller and his staff). The audit programs, ques­
tionnaires and review sheets presented in  the 
lessons contain a wealth o f valuable detail.
The reader is first given an understanding 
o f the com plete field o f public accounting prac­
tice and the details o f organization o f public 
accounting firms. Then he is brought directly 
into the work in  the order in  which he would  
meet it  in  public practice, first Junior work, next 
Senior work, then the work o f the Principal.
H e is told what to expect when he gets on 
his first auditing job and how to do the things 
he w ill have to  do. He thus becom es acquainted 
with the obstacles before he m eets them  and, 
as a result,is able to handle the problems which 
usually confuse the novice. The successful pub­
lic  accountant m ust progress thru these three 
stages in  his Public Auditing work and it is 
the purpose of this course to help the reader 
work thru  each stage su ccessfu lly  and as 
rapidly as possible.
As a final step in his training, the reader is 
led thru a com plete audit, step by step, and 
learns the things that are done and how the 
problem s that arise are solved.
The fee is $42.00.
J
\
ONE o f  the lessons o f  this course, containing exhaustive suggestions that can be used in preparing an audit program, w ill be furnished free, with 
fu ll information regarding this course, i f  you w ill write the International 
Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
 
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c i e t y ,  Inc.
A Division o f  the 
ALEXANDER HAMILTON INSTITUTE
W H E N  A N SW E R IN G  A D V E R T ISE M E N T S MENTION TH E C E R T IF IE D  P U B L IC  ACCOUNTANT
THE CERTIFIED
PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
“ We ought not to be so much concerned about 
making a living as about making a life.”
— F o rm e r  G o v e rn o r  R u s s e l l  (Mass.).
AU REVOIR — BON VOYAGE
A PRINCE of the accounting profession has de­parted this world on a journey from which 
no traveler e’er returns. A  short life, packed with 
much of experience 
and success, has 
earned the well mer­
ited rest which is 
now his.
Wilbur Lake Har­
rison, the first Secre­
tary of The Ameri­
can Society of Certi­
fied Public Account­
ants and the first 
Editor of THE CER­
TIFIED P U B L IC  
ACCOUNTANT, left 
us Tuesday night,
September 17, 1929, 
at 11.25 o’clock after 
as game a fight for 
life as one could im­
agine it was possible 
to make. Since De­
cember, last, by all 
known means he has 
endeavored to thwart 
the insidious ravages 
of Bright’s disease, 
which had carried 
him to a point where 
medical science was 
unavailing.
Born at Zebulon,
Georgia, August 26, 1888, after graduation from the 
high school he attended Young Harris College, from 
which he received his A. B. degree in 1909. For sev­
eral years he taught in high schools and served as 
principal of the Bradwell Institute at Hinesville. 
Afterwards he was engaged in the accounting depart­
ments of industrial concerns in Kansas City, Mo., and 
Savannah, Georgia. He entered the University of 
Georgia for advanced work and then came to Wash­
ington in 1918. He entered the National University 
Law School from which he received the degree of 
Bachelor of Law in 1920.
He had been a member of the National Guards in 
Georgia for two years and enlisted as a private in the 
World War, but was never ordered from Washington.
Having early interested himself in accounting mat­
ters he prepared for 
the C. P. A. examina­
tion which he suc­
cessfully passed and 
secured a certificate 
from North Carolina. 
He was afterwards 
granted certificates 
by the District of Co­
lumbia Board and 
the State Boards of 
Kentucky and Maine. 
During the year 
1921-1922 he served 
as an instructor at 
the University of 
Maryland. He con­
tinued his advanced 
work at the Ameri­
can University, from 
which he received a 
Master of Arts de­
gree and was elected 
Secretary of the 
Alumni Association 
of the University 
when it was first or­
ganized in May of 
1926.
He engaged in 
public accounting in 
the District of Columbia, specializing in Federal Tax 
practice, and established the firm of Harrison and 
Grice in 1923, with offices in the Munsey Building, 
which organization was maintained until his decease.
The editor first met Wilbur in September of 1921. 
The organization of the National Association had re-
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suited in correspondence by the writer, as Secretary 
of the Michigan State Board of Accountancy, with 
representative accountants in different sections of 
the country. An organization was already in exist- 
ence known as the Federation of Certified Public Ac­
countants which had a small membership but widely 
scattered.
The writer attended the meeting of the American 
Institute in September of that year as a representa­
tive of the Michigan Board and at the same time 
checked up on the work of the National Association 
for the purpose of getting first-hand information as 
to what had been done by the Institute to curb the 
activities of the Association. On that trip he fell in 
with Jean Paul Muller, a member of the Federation, 
with whom Harrison had been associated to some 
extent, and the plans then formed and carried out by 
correspondence during the ensuing three months re­
sulted in the organization of The American Society 
of Certified Public Accountants at Chicago on Decem­
ber 12, 1921, the articles of incorporation for which 
had been signed on December 5, 1921, in the District 
of Columbia by Jean Paul Muller, John J. Miller, and 
Wilbur L. Harrison.
Harrison was a Mason, Blue Lodge National Lodge, 
No. 12, F. A. A. M., Washington, D. C., through York 
Rite to Shrine, was one of the charter members and 
first Secretary of the District Lions Club, a member 
of the American Legion and of the National Press 
dub.
He was twice married, to Marion Lucille Barber in 
1911, who died in 1913, and to M. Lolla Smith in 1918, 
who survives him, together with Marion, a sixteen 
year old daughter.
His service to the profession is so well known that 
it  speaks for itself more forcibly than can the words 
of another. His activities in both the District Insti­
tute of Certified Public Accountants and The Ameri­
can Society are too well known to need repetition. In 
both he had served as officer as well as a private. His 
unselfish activity on behalf of the profession should 
serve as an inspiration to all who have been recipients 
of any benefits growing out of C. P. A. relationships.
After serving as Secretary and Editor for five 
years, accepting reelection each year with the reser­
vation on his part that it would probably be his last, 
he retired in 1926 to further a cherished ambition to 
give his full time to the conduct of his private ac­
counting practice. During the first two years he en­
joyed the work and was happy in the professional
relationships which he established. During the past 
year he was handicapped by the encroachments of 
disease which were not discerned in time to be foiled.
Wednesday afternoon at five o’clock final farewell 
was taken of him at the funeral parlors by a group 
of certified public accountants. The American So­
ciety was represented by James A. Councilor, Past 
President, Durand W. Springer, Secretary, R. W. E. 
Cole, Vice President, and Carl E. Dietze, Director. 
The District Institute was represented by Howard 
Beck, President, C. Vaughan Darby, Past President, 
Dwight N. Burnham, Vice President, James B. Grice, 
Secretary, and Oscar Bernstein, Wm. Gordon Bu­
chanan, Frank S. Chappell, R. M. Florance, E. G. 
Lorenz, Clyde B. Stovall and Clifford M. Stoy.
The body was taken to Flemington, Ga., for burial. 
The following members of the profession from Sa­
vannah were present: Henry F. Meyer, Secretary of 
the Georgia Society; R. L. Holland, Chairman of the 
Savannah Chapter, and Robert H. Eaton and Charles 
W. Saussy as special representatives of The American 
Society.
PRESIDENT’S COLUMN
WHEN a new President takes office he is re­quired to state to the members of the Society 
what he hopes to see accomplished during his 
term of office. The work undertaken by my predeces­
sors has been productive of much value for the So­
ciety, and each of my predecessors has had the satis­
faction of reporting to the members a substantial 
growth in the Society’s affairs during his term of 
office. While much valuable work has been done in 
furthering the objects for which the Society was 
formed, much work remains to be done. In the ac­
complishment of the work already performed the So­
ciety has had the active, loyal support of the mem­
bers. Through their united efforts each individual 
has obtained for his aid in the common cause a value 
far in excess of the value of his personal contribution.
During the coming year, I hope to see the accom­
plishment of several of the important matters before 
the Society, which in the past, have had the able 
attention of the committeemen appointed to consider 
them. In this work, separate communications will go 
to the members, and it is earnestly hoped that each 
member will give to the Society a continuance of his 
active support so that at the end of the Society’s cur­
rent fiscal year, he will have the pleasure of feeling 
a personal satisfaction at having actively partici­
pated in the Society’s growth during the year.
JAMES F. HUGHES.
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A NOTHER year has been added to the sum total of the accountabil­ity of The American Society of 
Certified Public Accountants. During 
that year the officers, directors, members 
of the committees and the membership 
at large have whole-heartedly, w ith earn­
estness and zeal advanced the interests 
of the profession through The American 
Society of Certified Public Accountants. 
The cooperation evinced by these earnest 
men has brought us closer to the realiza­
tion of the aim s and objects for which  
The American Society came into being. 
The future of the profession is in the 
hands of its members, and The American 
Society of Certified Public Accountants 
is offered as the instrum ent by which  
closer friendship, cooperation and serv­
ice may be effected; and friendship is 
placed first advisedly, because it is only 
through a fuller and more complete un­
derstanding of each other and through  
personal contacts that we can secure co­
operation, and through that cooperation 
render the service that w ill make for us a 
bigger and better profession.
When the principles of our Society be­
come known among the members of the 
profession, and when through contact we 
are brought to a discussion and sympa­
thetic understanding of all that may be 
accomplished through cooperation and 
service, then and only then, w ill we be 
able to reach the degree of constructive 
force that w ill enable us to broaden the 
scope of our activity. In doing so we 
must guard against overstatem ent of 
principles and purposes. We must guard 
against complication and organization  
machinery, and prevent ourselves from  
being institutionalized. We need a broad 
professional understanding, based on 
honesty and fair dealing, and aspire to 
a national fraternity far above misunder­
standings between individuals; a fra­
ternity that seeks accomplishment of 
those things which w ill be m aterial to 
their well being.
About eleven months ago, in that won­
derfully pleasant city of New Orleans, 
you conferred upon me the highest honor 
that can come to a Certified Public Ac­
countant; and at that tim e I pledged to 
you a year of service. To the best of 
my ability I have carried on the work 
which was so ably started nine years ago. 
As th is eighth year of progress of The 
American Society of Certified Public Ac­
countants has drawn to a close, it  now 
becomes my duty to render an accounting  
of that progress.
Many matters of interest to all ac­
countants have come up. Contacts were
B y ARTHUR C. UPLEGER, C. P . A.
formed; friendships were made; work 
was done; and for the few seeds that I 
have contributed I have reaped a rich 
harvest of happiness and joy. Whatever 
success may have been accomplished, 
whatever accomplishments may have been 
effected, the credit is  due to my predeces­
sors in office, and we can w ell point w ith  
pride to the splendid service rendered 
by Past Presidents Springer, Main, Banks, 
Pride, Lunsford, Councilor, Pinkerton, 
Dunn, and Tanner, each of whom has 
given h is time, his thought, his funds, 
and his resources to make our organiza­
tion an enduring one, and an achieving  
one.
It was my pleasure to be one of the 
first to  join The American Society, and 
the past eight years have been years of 
achievem ent for the certified public ac­
countant. As we review in retrospect the 
conditions under which we worked eight 
years ago and view  them now, we cannot 
fail to be impressed w ith the progress 
and development that has been made. 
This progress and development is due 
not to institutional work, but to the zeal 
and the energy displayed by one of 
the finest bodies of men that has ever 
banded together for the accomplishment 
of a worthy object. These thousands of 
men have given time, constructive work 
and whole-hearted zeal, to the end that 
we might broaden our activities and pro­
tect our profession against those who 
would seem to destroy.
Our organization is still in a state of 
development. We have realized that this 
evolution must be gradual, but the or­
ganization as it now exists is the most 
flexible, and gives the greatest amount 
of individual responsibility of any form 
of organization that has been so far sug­
gested. Every man who has served as 
president has been elected without the 
slightest possibility of group or clique 
influence. Your boards of directors are 
constantly changing, and you w ill note 
that no directors of last year appear on 
the board today. Thus we have an ever 
changing exchange of ideas; thus we have 
injected into our councils new thought 
and new energy, and it is w ith a great 
deal of joy that I point to the fact that 
after a man has served as director his 
interest does not wane. He continues 
in the councils of the Society without 
official position.
Your past presidents have represented  
various sections of the country. Thus
your control carries the ideas of account­
ants from the crowded marts of the East 
to the h ills of the W est; from the indus­
trial North to the agricultural South.
These nine past presidents of th is So­
ciety have accomplished a stupendous 
task. When our Society came into exist­
ence there was much confusion and chaos 
because of two things; first, a national 
organization was chartered under the 
laws of the D istrict of Columbia which  
flooded the country w ith literature and 
granted so-called C. P. A. degrees to about 
3,500 persons in  the first ten months of 
its existence; second, there was no or­
ganization in  existence then to take a 
stand to protect those State granted cer­
tificates which were the bulwark of our 
professional standing.
Into th is breech The American Society 
threw its resources of finance and man­
power, and since that tim e has become 
the champion of State granted certifi­
cates. Its chief endeavor has been to 
unite more solidly the various State or­
ganizations, to elim inate fraudulent and 
incompetent methods in accounting, and 
to elevate the standard of requirements 
of the State granted C. P. A. certificate, 
and to protect that certificate. In doing 
this it was necessary to secure impor­
tant legislation to bring all accounting 
under regulation, and to develop clearer 
understanding between members of the 
profession, for in mutual understanding 
there is a basis of cooperation.
In th is address I cannot give you de­
tails of progress, the report of the Secre­
tary and of the various committees w ill 
take care of that. I can only enunciate 
a few of the cardinal points.
In accepting the office of president in 
New Orleans I stated that I felt there 
were four prime issues which I thought 
were of greatest importance. These four 
objects were (1) Legislation, (2) Raising  
the standard of accountancy education,
(3) Cooperation with State societies, and
(4) Development of accountancy into its 
broader aspects. To what extent we have 
been successful in  developing these four 
principles it is  for you to judge.
L egislation
We have diligently sought a proper 
solution of legislative procedure. As one 
glances over the files of The Certified Pub­
lic Accountant for the past year one can­
not doubt that much tim e and attention  
has been given to the question of legisla­
tion during the year. The fundamental 
principle of our Society is that the State 
is a unit of legislative authority. The 
American Society exists for the purpose
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of cooperating with the State organiza­
tions and while it is interested in all the 
broad principles that underlie our pro­
fession, when devoting its activities to­
wards State matters, it has assumed the 
position of cooperating with the desires 
of State organizations. It has been con­
tended by some that The American Soci­
ety was inconsistent in that it fostered 
two class legislation in one State 
and during the same year opposed it in 
another. The American Society claims to 
have been consistent in that it always has 
supported the State society.
We cannot dodge the fact that the 
regulatory law is with us to stay. The 
excellent results secured in those States 
in which the regulatory law has been 
operating for some time indicates that 
the profession is benefited because of that 
type of legislation. This new regulatory 
law, except for one State (Illinois), has 
followed a general trend. It would per­
haps be ideal to formulate a uniform law, 
but uniformity is a pleasing term to con­
template but difficult to attain as will be 
seen from the various model laws that 
have been accepted at various times, but 
which have never really been accom­
plished.
Securing legislation is to a greater or 
lesser extent a give and take proposition, 
and it is, therefore, possible that there 
will be a question of give and take in one 
State while in a neighboring State the 
question will never be brought up. I 
feel that this question was so ably pre­
sented by President Pinkerton last year 
that further discussion is uncalled for at 
this time, except to say that we are tre­
mendously interested in legislation and 
to that end have during the past few 
months conducted a survey throughout 
the entire country in order that we might 
be the better able to furnish State organi­
zations with information when the time 
comes.
At this point I desire to express my 
appreciation to those members of State 
boards and officers of societies who have 
cooperated with us in order to secure 
this, information. In addition to the sur­
vey, our secretary has on numerous occa­
sions met with legislative bodies in or­
der to secure legislation sought by State 
organizations. No call has come to our 
office from a State organization for as­
sistance that has not been cheerfully and 
quickly complied with, and in order that 
we might have the very fullest discus­
sions an entire morning will be devoted 
to the discussion of legislation at this 
convention. Every effort has been made 
to secure representatives for various sides 
of the question. This we hope will be 
profitable in every respect.
Let us not ignore the general trend 
toward legal recognition. The urge is 
upon us, the conditions must be met.
Education
Our field has grown by leaps and 
bounds within the past ten years so that 
man-power has fallen behind and we 
have been forced to take into our em­
ploy men not fully equipped for the 
responsible duties that they must per­
form.
Into this breach come the universities 
of the country thoroughly backed by the 
certified public accountants. For several 
years hundreds of firms throughout the 
country have been ever increasing their 
educational standards. Instead of em­
ploying the likely prospects from the 
office of their clients they are looking 
more and more to the colleges and uni­
versities of the country to send them 
graduates possessed of the best possible 
training in business administration that 
can be secured, and also for the purpose 
of giving to us a cultural background.
The Committee on Education of The 
American Society has made an exhaustive 
study which will be presented during the 
session. From the report you will see 
that there is much work to be done, but 
at the same time the report will disclose 
the tremendous progress made by schools 
of business administration within the 
past few years. We have now come to the 
point where we believe that a college 
education is almost a prerequisite for 
entering the profession and it behooves 
us to create the stimulus which will in­
terest the public accountants of this coun­
try in a type of education and training 
which will form a suitable foundation 
for an entrance into the profession. The 
young man who aspires to pass the C. P. 
A. examination must of necessity have a 
very broad education, and if this educa­
tion has been given the cultural back­
ground that a thorough university course 
can give, it is easily seen that our pro- 
fesssion will be much stronger. We can­
not continue developing prospective pub­
lic accountants within the narrow limits 
of the subjects of our examinations. We 
require a background of finance, market­
ing, economics, and many other kindred 
subjects to form the basis upon which to 
build accounting theory, auditing, cost 
accounting, and income tax procedure. 
As in law and medicine we shall admit 
no one to practice but those who have 
had the benefit of a thorough college edu­
cation and it cannot be gainsaid that the 
trend is for a well-educated profession 
which will give us the background and 
prestige enjoyed by other learned profes­
sions.
Cooperation of State Societies
President Councilor in his annual ad­
dress stressed the importance of affilia­
tion of State societies with our organiza­
tion, and that to bring the profession in
the United States to its maximum effi­
ciency there must be close union between 
the various State societies.
Let us review the industrial conditions 
of our country during the past year. The 
month of June shows a really remarkable 
improvement in tone, and a forward trade 
movement where a  recession might have 
been looked for. The year has been un­
precedented in mergers and consolida­
tions. The larger companies are reach­
ing out to the corners of the various 
States of the Union after trade. All of 
these things make the greatest industrial 
development this country has ever seen 
and certainly the public accountant has 
had his full share in this development. 
He has been called upon to furnish the 
figures for mergers and consolidations, he 
has been called upon to ascertain the 
operating profits of various chains of 
endeavor, and he can no longer ignore 
his fellow accountants from other sec­
tions of the country. The accountants in 
California and the accountants in Boston 
have matters of mutual interest. The 
accountants in Michigan and the account­
ants in Texas must interest themselves in 
things of mutual concern.
If each State continues to operate in­
dividually and independently there can 
be no uniformity of principle and there 
can be no united effort to improve the 
welfare and interest of the profession. 
Our interests are common and mutual. 
Our work should be so coordinated, so 
as to secure the greatest possible recog­
nition. Accordingly The American Soci­
ety has bent its best efforts to secure 
affiliation between State organizations, 
and lends itself as the instrument where­
by the wishes of the various State organ­
izations can be carried out. A very com- 
plete and exhaustive survey of the work of 
the various State organizations was begun 
during the year and it is hoped that this 
will bring about a better understanding 
ana redound to the good of the profession 
and the public.
Development of Accountancy Into Its 
Broader Aspects
As our equipment broadens, as our 
influence enlarges, as our qualifications 
are increased our field of activities will 
broaden, enlarge and increase.
Tremendous strides have been made in 
the past decade. Compare the decades 
in history from the time that the Monk 
Pacioli first advanced his theory of double 
entry bookkeeping, to the present day and 
you will find that this is the banner pe­
riod of all time. We have advanced from 
almost obscurity to a real position in the 
industrial world and the end has not 
been reached. There are fields untouched 
that await the public accountant with 
the proper equipment. Our attention can 
(Continued on page 313)
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New York Meeting
THE Eighth Annual Convention of The American Society of Certi­fied Public Accountants was held 
at the Hotel Roosevelt, New York City, 
September 4 to 7, 1929.
The general arrangements for the 
meeting had been made by committees 
appointed by the New York State Society 
of Certified Public Acountants and their 
preliminary work resulted in a success­
ful meeting except for the matter of 
temperature, over which they had no con­
trol. It was certainly a warm recept- 
tion with which the weather man greeted 
us and the hearty warmth of the New 
York accountants was equal to the oc­
casion.
Members began straggling in on Tues­
day, the 3rd, desiring to check up on 
the city in advance of the meeting. The 
registration passed the three hundred 
mark, representing 38 States, three other 
governmental units and seven foreign 
countries.
Wednesday evening, September 4, the 
retiring Board of Directors met, re­
ceived the reports of officers and com­
mittees, most of which had been printed 
in the September issue, discussed at 
length suggested amendments to the Con­
stitution and By-laws as proposed by the 
Committee, made some corrections and 
referred them to the incoming Board 
with a recommendation that they be pre­
sented to the membership for adoption 
and adopted the final report of the Com­
mittee on Examinations.
The Board ratified the selection by 
the President of Harrison and Grice as 
auditors and the appointment by him 
of W. D. Morrison and O. V. Wallin as 
tellers.
Thursday morning, the Board of Direc­
tors for the year 1929-1930 breakfasted to­
gether at eight o’clock, and spent the 
time until ten in an informal discus­
sion of the various matters which would 
be before them for solution. Five other 
meetings were held during and following 
the convention, at which officers were 
elected, budget adopted, Denver selected 
as the next meeting place and action 
taken on several subjects which will be 
referred to later.
Shortly after ten o’clock, James F . 
Hughes, chairman of the New York Com­
mittee on Entertainment, called the con­
vention to order and introduced the Rev­
erend J. A. Butt, S. X , Dean of the 
School of Commerce, Loyola University, 
New Orleans, La., who gave the invoca­
tion.
A two-fold welcome was tendered the 
members, one by P. W. R. Glover, presi­
dent of the New York State Society of
Certified Public Accountants, the other 
by Col. Robert H. Montgomery, presi­
dent of the International Congress on 
Accounting. The welcome was responded 
to by J . B. Tanner, past president of 
The American Society.
The remainder of the morning was de­
voted to the presentation of the Presi­
dent’s Address and discussion of the re­
ports of the Secretary, Treasurer, and 
Auditor as well as committees, most of 
which had appeared in the September is­
sue of THE CERTIFIED PUBLIC AC­
COUNTANT.
In the afternoon, while the ladies were 
taking a trip through the Holland Tun­
nel and visiting the Leviathan, the mem­
bers devoted themselves to the consid­
eration and discussion of the reports of 
State Representatives. The session was 
presided over by President Arthur C. 
Upleger, and at the end of three hours’ 
discussion, was still going strong.
Thursday evening the whole party 
went by bus to Coney Island, where we 
had a shore dinner at Feltman’s, fol­
lowing which dancing was indulged in 
until midnight. Rain interfered with 
the plans to spend a typical evening at 
Coney Island by shooting the chutes and 
doing various other stunts. However, a 
few weathered the storm, got their feet 
wet and walked part way home.
Friday morning, Orrin R. Judd, C. P. 
A., vice president of the Irving Bank 
Columbia Trust Company, New York, 
spoke on “The C. P. A. as a Business 
Officer” and Frederic A. Tilton, C. P. A., 
Third Assistant Postmaster General, 
Washington, D. C., spoke on “The C. P. 
A. in Government.”
Following these addresses there was a 
round table discussion on the “C. P. A. 
and His Problems,” conducted by Eric  
L. Kohler, of Chicago. It was difficult to 
get this discussion closed in time for 
luncheon prior to the afternoon’s en­
tertainment.
During the morning many of the ladies 
visited various stores on an inspection 
trip.
Friday afternoon had been set aside 
for the golf tournament at the Salisbury 
Course or for swimming at Long Beach. 
Reports from Long Beach were to the 
effect that the weather was against that 
form of sport, so some who did not de­
sire to play golf used their Roxy coupon, 
originally intended for Saturday, while 
others found other forms of entertain­
ment more to their liking.
Friday evening a bridge party was 
held in the small ball room of the Hotel 
Roosevelt, lasting from eight until 
eleven, for which Mrs. Henry E. Mendes
and Mrs. Simon Leob acted as hostesses.
Following this The Order of Twelve 
had its annual meeting in the rooms of 
the Accountants Club of America, Hotel 
Montclair.
The Saturday morning session was 
presided over by Theodore J . Witting, 
second vice president, and the session 
ran until half past one, as the members 
preferred to finish all of the regular mat­
ters leaving the afternoon open for the 
ball game, a double-header between the 
Yankees and Tigers.
The general topic of the morning was 
Legislation and Organization. The view­
point of the Public Accountant was pre­
sented by Fred Elliott, president of the 
Public Acountants Association of Amer­
ica. This was followed by ten minute 
reports from representatives of the vari­
ous regulatory States, Edw. J. Stegman, 
Maryland; Emile Bienvenu, Louisiana; 
W. T. McConnell, Michigan; Robert Pent­
land, Jr., Florida; A. Lee Rawlings, Vir­
ginia, and Ira B. McGladrey, Iowa.
The representatives from North Caro­
lina and Tennessee were unable to be 
present, but had prepared reports, which 
will appear in the proceedings along 
with the others. The Board of Public 
Accountant Examiners, which is the Reg­
ulatory Board in Illinois, did not send 
a representative or a report.
Under the head of Organization, ten 
minute reports were made by Harry J. 
Cooper, representing the California So­
ciety, P. W. R. Glover representing the 
New York State Society; Otto G. Richter, 
representing the Pennsylvania Institute, 
and J . R. Nelson, representing the Texas 
Society. Reports had been prepared by
C. Vaughan Darby, of the District of 
Columbia, and Lawrence Giles, of the 
State of Washington, and they will ap­
pear along with the others.
At the close of these presentations the 
Committee on Resolutions, composed of 
Messrs. Robert Pentland, Jr., Florida; 
Seth Hadfield, Connecticut, and Lewis E. 
Crook, of Mississippi, presented its re­
port, which was adopted.
These resolutions expressed regret at 
the decease, during the past year, of 
several members, expressed appreciation 
to the various officials of The Society 
for the past year for services rendered, 
especially the work of President Upleger, 
expressed the appreciation of the work 
done by the New York State Society of 
Certified Public Accountants and all com­
mittees in connection with the enter­
tainment provided for the convention, 
and gave special thanks to Chairmen 
James F . Hughes and Fred M. Schae- 
berle, and requested the Board of Direc-
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tors to consider the possibility of in­
creasing the number of districts so that 
in some cases, at least, a director would 
not be required to represent so wide a 
stretch of territory as he now does under 
the present arrangement.
During the morning the ladies had 
been taken on an automobile tour over 
the city, and at half past twelve a lunch­
eon was served for them at the Account­
ants Club of America, Hotel Montclair, 
with Mrs. James F. Hughes and Mrs. 
Charles L. H ughes acting as hostesses. 
In the afternoon those that enjoyed base 
ball went to the Yankee Stadium. Those 
that preferred Roxy’s program went 
there and the others did w hat they 
wanted to do.
Saturday evening the program was in 
the form of a dinner dance and night 
club. The grand ballroom was set in  the 
form of a hollow square, w ith the mu­
sicians at one end and the foreign ac­
countants and officers at the other with  
sm all tables along the side. Fancy head­
gear placed at the plate of each diner as­
sisted in  breaking all form ality as soon 
as the members were seated and Arthur 
Skrilow’s Novelty Orchestra indicated  
that the first course would be a dance. 
During the dinner, Harry Montgomery, 
the master of ceremonies of the evening, 
assisted by the orchestra, was able to 
conduct several impromptu choruses in  
which most of those present joined.
Following the dinner the Secretary in­
troduced, w ithout any r e s p o n d i n g  
speeches, the foreign representatives who 
had been w ith us during the meeting: 
Mr. E. van Dien, Holland; Messrs. Wm. 
Greenhill and Laurence B. Bell, Scot­
land; Mr. and Mrs. Thomas Keens, Mr. 
and Mrs. Arthur Collins, Mr. and Mrs. A.
A. Garrett, and Mr. E. Casselton E lliott, 
of England; Mr. Paul D. Schourp and W. 
Voss, of Germany; Messrs. Sekigoro 
H igashi and Mr. Y. Yamaski, of Japan; 
Mr. and Mrs. Miguel Gutierrez and Mr. 
J. Latour, of Cuba; Mr. R. Wilson, of 
Canada; Mr. Victor Cabreza, the Philip­
pines, and J. Pena Reyes (one of our own 
members), Porto Rico.
The result of the golf contest for the 
possession of the golf cups was announced 
as fo llow s: Alexander S. Banks, of New  
York, won the Springer Cup awarded by 
the Michigan Association for turning in  
the lowest gross score, but was not pres­
ent to receive the same at the hands of 
W. H. Van Tifflin, president of the Mich­
igan Association. Howard Beck, presi­
dent of the D istrict Institute, presented 
the D istrict Cup to W. E. Keen, of Flor­
ida, who was the winner by reason of hav­
ing secured the lowest net score.
P. W. R. Glover awarded the various 
special prizes in golf and bridge; Henry 
J. Miller, of Louisiana, secured the first 
prize in golf; Francis E. Ross, of
Michigan, the second; Dwight N. Burn- 
ham, of the D istrict of Columbia, Carl
E. Dietze, W isconsin, and Arthur C. Up­
leger, Texas, were tied for third place 
and drew for the third, fourth and fifth  
prizes. W. J. L. Patton, of Virginia, and 
C. R. Cranmer, of the D istrict of Colum­
bia, were tied for sixth. Patton being 
absent, Cranmer won by default.
As the result of the bridge tournament 
Leo Greendlinger, of New York, secured 
the first of the men’s prizes, and F. J. 
Munchalfen, of Illinois, the second, while 
Mrs. Wm. H. Moberly, of Kansas, was the 
winner of the first ladies’ prize and Mrs. 
Theodore J. W itting, of Colorado, carried 
off the second.
The winners of the State society awards 
were announced as follows. Under the 
terms of the awards th is year the States 
w inning in  either of the three classes 
last year w ere  barred from competition in  
the same class th is year. The committee 
appointed to designate the three prizes 
which should go to the State societies 
show ing the most marked general ad­
vancement along professional lines mea­
sured by whatever standards it chose to 
use, consisted of Charles Hecht, New  
York; A lvin Burket, Virginia, and R. A. 
Hurst, Ohio, and they awarded the first 
prize of $75 to the State Society of W ash­
ington, the second prize of $50 to the 
State Society of Minnesota, and the third  
prize of $25 to the State Society of Ne­
braska.
In the class of awards to the societies 
of the States from which the largest in ­
crease in membership in The American 
Society had come during the year the 
first prize of $50 went to the Texas So­
ciety and the second of $25 went to the 
Pennsylvania Institute.
In the third class, the largest percent­
age of increase in membership in The 
American Society during the past year, 
based on C. P. A.’s in  the State at the 
beginning of the year who were not mem­
bers, the first prize of $50 went to the 
Porto Rico Society and the second prize 
of $25 to the Hawaiian Society.
In introducing the officers for the next 
year, retiring President Arthur C. Up­
leger spoke as follows:
“It has indeed been a great pleasure 
to serve you during the past year, but 
all the pleasures of the year fade in  
the light of the great pleasure I have 
tonight in introducing to you the man 
who has been selected to head our or­
ganization for the coming year.
“This has indeed been an outstanding 
meeting of The American Society of 
Certified Public Accountants. Our many 
guests from foreign lands, all of whom  
we are delighted to welcom e to our 
shores, prove an inspiration to us. We 
are glad they are here, and sincerely
trust that we may again have the great 
pleasure of welcoming them at future 
m eetings of our Society.
“W e  have had a wonderful convention, 
and the New York Society has done 
everything possible to make our stay 
here pleasant, and it has been most pleas­
ant in every way.
“To no sm all extent the man I am 
about to introduce to you is responsible 
for the success of th is convention. When 
I arrived here Wednesday I found that 
he had moved his fam ily into the hotel 
in order that he m ight always be on 
hand to care for our needs.
“He has served The American Society 
in many capacities during the past few  
years, and whenever appointed to a par­
ticular piece of work he has performed 
that work w ith credit and distinction.
"He is earnest and conscientious in  
all that he does. H is ideals are the 
highest. H is energy is  boundless. He is 
a man of culture and refinement, a man 
of dignity and reserve. He was born in 
Jersey, but Heaven knows he could not 
help that; and he is  bald, a thing of 
which he can well be proud. He has had 
m any great achievem ents, but his real­
ly great achievem ent was in the field of 
matrimony, for no more charming wo­
man exists than th is helpmeet of his. 
She has been hard at work during the 
entire convention, and the women w ill 
vouch for her splendid activities. It 
gives me unbounded pleasure to intro­
duce to you your new president and his 
wife, Mr. and Mrs. James F. Hughes.”
“For many years it  has been the cus­
tom of The American Society to advance 
the first vice president at the end of the 
year to the place of president, and there­
fore, the man selected as your first vice 
president has always been a man capable 
of carrying on the work of president. 
The man selected for your first vice pres­
ident this year is not a new face in the 
councils of our Society. For years he has 
served as director and committeeman 
with great credit to him self and to our 
Society. He has proven h im self in our 
many discussions to be a man of clear 
and direct thought, a man of prompt 
action and absolute integrity. He hails 
from the great northwest, which has 
given to us some of the outstanding  
statesm en and industrial leaders of all 
time. H is record as an accountant is an 
excellent one, and it is among those who 
know him best that he is most ap­
preciated. My personal contacts with  
him and his charming wife have been 
most pleasant in every way, and I sin ­
cerely trust that each of you w ill be 
given the same opportunity of friendship  
that I have enjoyed. My friends, it  gives 
me great pleasure indeed to introduce 
to you th is great product of the north- 
(C on tin u ed  on p age 313)
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Measures Against Double Taxation Proposed 
By Business Men
ONE of the most significant achieve­ments of the Congress of the In­ternational Chamber of Commerce, 
held at Amsterdam, the Netherlands, 
July 8 to 13, 1929, was the adoption of a 
uniform code of principles for elim inating  
the double taxation of international trade 
and investm ents. This measure was 
based on a proposal submitted by the 
American section of the International 
Chamber. It envisages, among other 
things, the taxation of interest and divi­
dends from foreign investm ents only at 
the residence of the owner, and appor­
tions the profits of international business 
in accordance w ith the amounts attribut­
able to permanent establishm ents in the 
interested States. The Congress urged 
the national comm ittees to take the nec­
essary steps to make the proposals effec­
tive.
As a part of its  drive to remove arti­
ficial barriers obstructing commercial in­
tercourse between countries, the Inter­
national Chamber of Commerce, for a 
number of years, has been collaborating 
w ith the League of Nations to draft a 
plan, susceptible of general adoption, for 
freeing income and property owned 
abroad by a trader or investor from taxa­
tion both in the country of source or 
situation as well as in the country where 
the owner resides. The cumulation of 
high postwar rates of income tax in many 
instances has been so great as to absorb 
more than half the profits of enterprises 
engaged in international business.
Results of Geneva Conference
The joint efforts of the International 
Chamber and the League culminated in 
adopting, at the Geneva Double Taxation 
Conference, October, 1928, three model 
conventions relating to income and prop­
erty taxes, one concerning death duties, 
and two others intended to assure mu­
tual adm inistrative and judicial assis­
tance in the assessm ent and collection of 
taxes.
These three model conventions regard- 
ing income and property taxes were: ( 1 ) 
An amended draft of a proposal elabor­
ated by a committee of technical experts 
in London, April, 1927, which classified 
taxes as impersonal and personal, allot­
ting, in general, the former to the country 
of origin of income and the latter to the 
country of domicile of the taxpayer; ( 2 ) 
a convention based on a proposal sub­
mitted by Prof. T. S. Adams, the Ameri­
can expert, which declared certain kinds 
of income taxable exclusively in the coun­
try of domicile, and allowed the taxpayers
Reprinted from Commerce Reports—  
Bureau of Foreign and Domestic Com­
merce, U. S. Department of Commerce. 
While relating to international trade and 
investm ents there is a relationship to the 
same problems growing out of interstate 
trade and investm ents. Mr. Carroll at­
tended the Congress and the various con­
ferences as assistant to the American ex­
pert, Professor T. S. Adams. He also 
spent some tim e gathering m aterial on 
taxation in Belgium, Denmark, France, 
Germany, Great Britain and the Nether­
lands.
to claim credit against the tax at domicile 
in respect of the tax paid at origin on 
other specified kinds of income, in a man­
ner sim ilar to that provided in the United 
States revenue act (sec. 131); and (3) 
a convention based on the amalgamation 
of proposals made by the German and 
French experts, known as the Dorn-Bor- 
duge draft, which, in general, declares 
certain kinds of income taxable exclu­
sively at origin and the. balance at domi­
cile.
Reasons for Proposing Uniform Plan
Fearing that the three models relative 
to income taxes might not greatly reduce 
the chaos that exists in international fis­
cal relations, and desiring uniform ity in 
international tax law as much as in 
other branches of law, the International 
Chamber of Commerce took s t e p s  
to draw up a single code of prin­
ciples. It adhered to those on which 
there had been substantial agreement at 
the Geneva conference, and selected prin­
ciples relative to the disputed points 
which it considered the most equitable 
and practicable. This code of principles 
represents the viewpoint of the principal 
body of taxpayers involved—those who 
carry on trade and invest capital in other 
countries.
Income from Securities a t Owner’s 
Residence
Considering the unrestricted flow of 
capital to be the lifeblood of trade, the 
International Chamber voted that income 
from capital, namely, interest and divi­
dends, be taxed only in the State in 
w hich the recipient thereof, individual 
or corporation, is domiciled.
By domicile is meant, in the case of an 
individual, h is normal residence (perma­
nent hom e), and, in the case of a corpora­
tion, the real center of management of
the undertaking, or if th is cannot be de­
termined, the legal registered office. When 
an individual has a fiscal domicile in  
more than one State, the resolution sug­
gests that the tax be imposed by each 
State according to the tim e passed in  its 
territory during the fiscal year or ac­
cording to a partition to be determined by 
common agreement of the adm inistra­
tions concerned.
The provision concerning interest cov­
ers income from public funds, bonds (in ­
cluding mortgage bonds), loans, deposits, 
and current accounts. The principal argu­
ment presented in favor of taxing inter­
est at the residence of the lender and 
exem pting it in the country of the bor­
rower is that if a tax is imposed on 
interest by the country of the bor­
rower the creditor almost invariably re­
quires that the borrower assume th is tax  
in addition to paying the prevailing rate  
of interest. W ith the rates on interest 
in some countries ranging from 10 
to 20 per cent the resulting burden on 
the borrower is often p r o h i b i t i v e .  
Practical recognition of the wisdom of 
the rule of taxing interest only at the  
domicile of the lender already has been 
given by the fact that countries w anting  
capital (notably Germany, Italy, and Po­
land) have been forced to exempt for­
eign loans from taxation.
If source taxes on interest were abol­
ished, it is argued that capital could  
flow freely wherever it is most needed, 
at reasonable rates of interest. The eco­
nomic v ita lity  of impoverished countries 
would be stimulated, redounding to the  
general welfare. As the debtor country  
would collect tax on the profits of its re­
vived industries, it is only fair to yield  
the lending country the tax on incom e 
from the capital supplied.
Other Kinds of Income Reciprocally 
Exempt
The argument in favor of exem pting  
dividends at source is considered all th e  
stronger because if  the profits of a corpo­
ration are taxed before distribution (the  
general rule) a special tax on dividends is  
in reality a second tax on the same prof­
its. The drag on industry resulting from  
the double tax is obvious, and has been  
officially acknowledged in certain coun­
tries—for example, by the repeal by Ita ly  
of its special tax on dividends soon after  
the war.
This principle of taxation only at resi­
dence is applied, in the plan of the Inter­
national Chamber, also to private pen­
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sions, annuities, and income from arbi­
trage transactions, discounting accept­
ances, and all other sources not specific­
ally  mentioned. The project declares that 
if  the State of origin of such income 
collects a tax thereon under its  system  
of stoppage at source, it  should refund 
such tax to the nonresident upon produc­
tion of proper evidence.
Mutual Sacrifices of Taxing States
The preceding concessions are to be 
made by the State of origin of the in ­
come to the State of residence of the 
taxpayer. The latter State, however, 
gives a very important quid pro quo to 
the country of origin. The country from  
w hich the income is derived is to have 
the prior right to tax income from real 
estate and mortgages thereon, and from  
permanent establishm ents (factories, 
places of business, oil wells, etc .), belong­
in g  to industrial, commercial, or agricul­
tural enterprises or to any other trades 
or professions; percentage fees to man­
agers and directors of share companies 
having their real center of management 
w ithin  its territory; salaries and other 
remuneration earned w ith in  its territory: 
and public pensions w hich it pays.
Important exceptions to the above rules 
are made. Income from maritime 
shipping and air navigation are held to 
be taxable only in  the State in  w hich the 
real center of management of the enter­
prise is situated. Furthermore, the fact 
that an undertaking has business deal­
ings w ith a foreign country through ( 1 ) 
a bona fide agent of independent status 
(broker, comm ission agent, etc.), o r  
through (2 ) a local company the stock of 
w hich it owns in  whole or in  part, should 
not be held to mean that the undertaking  
in  question has a permanent establish­
ment in  that country. The undertaking  
in  such cases, therefore, should not be lia­
ble to tax in  the foreign country but only 
in  its  home State.
Contrary to the general rule concerning 
remuneration, the salaries of public of­
ficials and employees who are serving  
abroad should be taxable only by the 
State which pays these salaries.
Method of R elief for Income Taxed 
at Source
In respect of the kinds of income tax­
able by priority at origin, the State of 
residence is to give relief sufficient to 
elim inate double taxation. It is  suggested  
that the relief m ight be effected by the 
country of residence either exempting 
the particular kind of income outright 
(the Dorn-Borduge proposal), or by al­
low ing against its tax a deduction equal 
to  the lesser of: The tax actually paid 
in  the other States (source) or the tax  
payable to the State of residence at its  
own rates (Adams proposal).
International Chamber Plan Compared 
with Federal Income Tax
As compared w ith present provisions 
against double taxation in  the United  
States revenue act, the plan of relief of 
the International Chamber widens the  
application of the principles of reciprocal 
and unconditional exemption and nar­
rows the taking of credits of foreign taxes 
against the residence tax.
The principle of reciprocal exemption 
in the revenue act applies only to ship­
ping profits (secs. 212 (b), 231 (b); that 
of unconditional exemption to ( 1 ) inter­
est on bank deposits paid to persons not 
engaged in  business w ith in  the United  
States and not having an office or place 
of business therein, and (2 ) income de­
rived by a foreign central bank of issue 
from bankers’ acceptances (sec. 119 (a)
(1) (A ) and (C ).
The International Chamber recom­
mends that States adopt, either on condi­
tion of reciprocity or unconditionally, the 
principle of exemption at source and tax­
ation only at the taxpayer’s residence in  
respect of air navigation as w ell as ship­
ping profits, and w ith regard to interest 
and dividends from foreign investments, 
private pensions, annuities, income from 
arbitrage transactions, discounting ac­
ceptances, and all other kinds of income 
not allotted to the country of origin for 
prior taxation. In respect of income 
from bank deposits and discounting ac­
ceptances the International Chamber pro­
ject is broader than the revenue act in  
that it proposes extending the exemption  
to all nonresidents.
Exemptions Narrow Credit for Foreign  
Taxes
If income is exempted under such pro­
visions from tax abroad, there is no oc­
casion to allow credit for the foreign tax 
against the home tax.
The principles granting a prior right 
to the country of origin to tax income 
from real estate and mortgages thereon, 
and income from permanent establish­
ments of commercial, industrial, a n d  
other enterprises, are the same as those 
underlying the provisions in the revenue 
act for crediting foreign taxes. (Sec. 131.)
The provision for taxing salaries where 
earned virtually coincides w ith the ex­
emption of earned income of the citizen  
who is a bona fide nonresident of the 
United States for more than six  months 
during the taxable year. (Sec. 116 [a ] .)  
In practice the United States does not tax 
the official remuneration of the represen­
tatives or employees of foreign govern­
ments who are stationed in its territory.
The provisions concerning directors’ 
percentage fees (tantiem es) and public 
pensions, mentioned in the International 
Chamber project, are of interest primarily 
to European countries but they are in
harmony w ith the principles of the rev­
enue act.
Principles for Preventing Double 
Death Duties
The principles for preventing the dou­
ble im position of death duties correspond 
to a certain extent w ith  the basic prin­
ciples of liab ility  observed in  the United  
States.
It has been held, w ith regard to the  
Federal estate tax  as w ell as the duties 
of the various States, that real estate is  
taxable only at situs. The sam e rule has 
been applied in  a case involving State 
inheritance taxes to tangible personal 
property. (Frick v. Penn., 268 U. S. 473.) 
The Federal Government taxes tangible 
personal property situated in the United  
States belonging to nonresident decedents, 
and also taxes such property located  
abroad if the decedent was a  resident. 
According to the same rule of m obilia  
sequentur personam, the intangible per­
sonality of resident decedents is taxable 
under both State and Federal laws. W hile 
the intangible personality of a nonresi­
dent decedent is taxable under the Fed­
eral statute if  its situs is in the United  
States, the m ajority of the several States 
have exempted by legislation, either on 
a reciprocal or unconditional basis, the  
intangible personality of nonresident de­
cedents, extending the exemption in  some 
instances to foreign countries.
According to the Amsterdam Congress 
resolution, real estate, and furniture and  
fittings belonging thereto, should be taxed  
only by the State in  the territory of 
which they are situated. Personal prop­
erty in general, including intangibles 
(shares, bonds, mortgages, deposits, etc .), 
and personality other than furniture and 
fittings belonging to  real estate, on the  
other hand, should be taxable only by 
the State in  w hich the deceased was 
domiciled—the State in  w hich the de­
ceased had last taken up h is residence 
w ith the m anifest intention of rem aining  
there, or, failing such a domicile, by the 
State of w hich the deceased w as a na­
tional.
Where the State of domicile of the de­
ceased does not exempt real estate and 
furniture and fittings belonging thereto, 
the resolution declares that it should, 
nevertheless, allow a deduction from its  
duty on the entire estate equal to  the  
lesser of the actual amount of duty paid 
in the State of situs or the duty actually  
payable in the State of domicile on such 
assets.
Measures Actually Taken by Foreign  
Governments
W hile the League of Nations and the  
International Chamber have been attempt­
ing to formulate a model method for pre- 
(C on tin u ed  on p a g e  314)
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 297
State Organization For A Profession
A N EFFORT is made in  th is report to furnish in a combined form  the information w hich has been 
given us by officials of State Societies in  
answer to  a formal questionnaire sent out 
last May.
The possible number of w hat would be 
classified as State Societies is 53, includ­
ing the states and governmental units of 
Alaska, D istrict of Columbia, Hawaii, 
Philippine Islands and Porto Rico. Of 
this number ten have no Society at the 
present tim e and never have had one. 
N ine have what m ight be designated as a 
“paper” organization. In some instances 
that would include a letterhead on which  
w ere inscribed th e  nam es of officials 
elected some years since w ith no inter­
vening m eetings having been held. The 
other thirty-four units present various 
types of working organizations, largely, 
it is  true, determined by local conditions 
and yet w ith a fairly average uniform ity  
along certain organization lines.
Thanks are due the Secretaries and the 
other State Society officials who have as­
sisted them  in preparing reports. At 
a later date it  is hoped that we may pre­
sent a revised synopsis which shall in­
clude some figures or some information  
which was not obtainable by the State 
officials in  tim e for presenting it in  th is  
compilation.
A. Organization.
Society of Certified Public Accountants, 
w ith the proper State name prefixed, is  
the usual manner in  w hich the State 
organization is  designated. S ix of the or­
ganizations style them selves as Associa­
tion of Certified Public Accountants. 
Three are designated as Institute of Cer­
tified Public Accountants and tw o as 
Institute of Accountants. One organiza­
tion is known as Society of Public Ac­
countants.
Ten of the organizations have changed 
their names, largely from Society of 
Public Accountants to  that of Certified 
Public Accountants, the change being  
made when the C. P. A. law was passed, 
for several of the State organizations 
antedate the State law. Practically all of 
the State organizations are incorporated, 
less than 10 per cent of those reporting 
not being.
From the reports received, the present 
membership 6f the State organizations 
includes 35 per cent of the original Char­
ter membership.
B. Membership.
Considerable variety was indicated in
the reports as to the names by w hich the  
various classes of membership were 
called. The most uniform class was de-
By DURAND W. SPRINGER, C. P. A.
Report prepared for m eeting of The 
American Society, Saturday, September 
7, 1929.
signated “honorary” as that was the term  
used by all who endeavored to afford a 
means of recognizing those in  their re­
spective states who had interested them ­
selves in the profession but were not a 
part of it.
The names by w hich the largest mem­
bership was known were: Members, fel­
lows and active, these designations be­
ing used in  the different organizations in  
about equal numbers and usually includ­
ing that portion of the membership which  
possessed full voting, due-paying and of­
fice-holding rights.
Associate members is  the term used 
in  a majority of the organizations to 
classify what m ight be designated as a 
type of qualified membership. In some 
cases holders of C. P. A. certificates from  
other states were classified as Associate, 
even though given full privileges. In 
some other cases Associates were drawn 
from staff employees or practicing pub­
lic accountants.
Other terms used to designate classes of 
membership were: Resident practicing, 
resident non-practicing, non-resident, stu­
dent-associate, junior, fellow-resident, fel­
low non-resident, and life. The non-resi- 
dent term is used w ith two different 
meanings. In some societies i t  relates to 
holders of C. P. A. certificates who are 
connected in  the management of an office 
w ithin  the State but who do not reside 
therein and in  another organization it 
relates to former members of the Society  
who have gone to another State but who  
desire to retain their membership w ith  
the old group. The one State reporting a 
life  membership provision indicates that 
it  relates to persons who have been mem­
bers during fifteen years of active profes­
sional life  and who have retired from  
public practice on account of their health  
or age and the classification reserves to  
them all rights hitherto possessed.
In a m ajority of the societies the holder 
of a C. P. A. certificate from that State 
or from another State, if  either a resident 
or a member of a firm m aintaining an  
office in  the State, is eligible for member­
ship in  the largest group, whether desig­
nated as member, fellow  or active.
The policies most often followed in  
building up the membership in  the State 
Society were, in  the order of societies re­
porting thereon: ( 1) to extend an of­
ficial invitation by the officers of the  
Society to each individual shortly after
he had received h is C. P. A. certificate 
from the State Board; (2) to assign the  
new C. P. A. holders to members of the  
Society, asking them to extend a special 
individual invitation; (3) to invite, fol­
low ing the announcement of the results of 
each examination, the successful candi­
dates to attend the next m eeting and at 
that tim e to extend a general invitation  
to them to join. A few of the organiza­
tions replied that no direct applications 
were sent or invitations extended as it  
was felt that those who would make good 
members would join anyway.
The attempt to secure fairly accurate 
figures of the membership by five-year 
periods was not successful. Many of the 
early secretaries of the State societies 
were evidently not impressed w ith  the 
value of historical data and the records 
to which the present secretaries could 
turn were in  many cases notable for their 
absence and brevity. For the same rea­
son certain totals w hich we had hoped 
to be able to give must be omitted but a 
few  trends can be indicated.
The proportion of certificate holders in  
the several states who were members of 
the State organization has increased  
noticeably, beginning about 1920 and 
m aking still more marked progress since 
the year 1925.
The reports as to  whether the member 
was in public practice as proprietor or 
practitioner, in public practice as an em­
ploye, connected w ith a governmental 
unit, in  private business in  an account­
ing capacity, or in  an executive position  
w ith  a private concern, showed the fol­
low ing percentages: Proprietors, 63 per 
cent; Employes, 20 per cent; Government 
service, 3 per cent; Private Accounting, 
10 per cent; Executive position in  private 
practice, 4 per cent.
C. Officers.
The two most common methods indi­
cated for the election of officers are by 
the membership as a whole in  annual 
m eeting or by the Board of Directors as 
it  is  called in some cases, or Trustees as 
it  is  named in  others. About two-thirds 
of the societies elect in open meeting. 
About half of that group provide for ad­
vance nomination, w hile practically an  
equal number nominate from the floor 
and elect by ballot.
There does not appear to be any general 
policy w ith regard to promotion or rota­
tion of officers although in a few  societies 
a definite policy is followed.
Except as the State organizations have 
chapters, there does not appear to be any 
policy in  the election of officers to  see  
that different parts of the State are rep­
resented and the State organizations are
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usually in  reality organizations of the  
profession in the largest city.
The reporting states were equally di­
vided between the policy of electing non­
practicing members to office and of not 
electing such members to office. In a 
few  cases it is provided that the officers 
m ust be elected from the practicing group, 
one State requiring that the president 
and a majority of the directors must be 
practitioners. The societies answering  
that question were five to one in favor of 
not restricting officials to public practi­
tioners.
The usual term  for officials was one 
year except that some of the societies 
w ith  boards elected them on a staggered  
plan, in some cases half for a term of 
two years and in  other cases one-third 
for a term of three years.
The societies did not report the con­
tinuance in  office of any considerable 
number for an extended period of years. 
T hose reporting a service of ten years or 
more were:
W alter Mucklow, President, Florida, 24 
years.
Frederick Child, Treasurer, Connecticut, 
15 years.
Jam es F. Farrell, Secretary, New York, 
12 years.
J. W. Robinson, Secretary, Idaho, 11 
years.
Frank G. Du Bois, Secretary, New Jer­
sey, 11 years.
R. J. Bennett, Secretary, Pennsylvania, 11 
years.
James F. Matteson, President, Minnesota,
10 years.
Clare L. Rotzel, Secretary, Minnesota, 10 
years.
George E. Wood, Secretary, North Caro­
lina, 10 years.
C. E. Scales, Secretary, Texas, 10 years.
All of the societies report that the 
officers, w ith very few  exceptions, have 
m aintained an interest in  the Society 
after they ceased to hold official positions.
Four of the largest states m aintain an  
office in the most important city and thus 
afford a m eeting place for com m ittees as 
w ell as furnish a known place for the 
records.
D. Committees.
Considerable difference was shown in  
the reports from the various State or­
ganizations w ith regard to the manner of 
handling committees. A few  states have 
no provision for standing committees. 
Practically four-fifths of the reports 
showed certain standing comm ittees and 
then special comm ittees appointed from  
tim e to time. However, it  was noticeable 
that some of the states would classify  as 
a special comm ittee one of a type which  
w as designated as a standing committee 
by a large number of states and it seems 
better, therefore, to  report the names of 
com m ittees as given in  two classes, the 
first group including such comm ittees as
were named by a majority of the states 
and in the order of the number using that 
name. The second group w ill include the 
names of comm ittees that were not to be 
found in a majority of the reports.
Listed in the first group will be:
Legislation, although in  some of the 
reports it  was named as Legislative.
Membership, in  some reports desig­
nated as Admissions and in  others as 
Credentials.
Education.
Public Ethics, although designated in  
some states as Professional E thics and in  
others as Rules of Professional Conduct.
Publicity, in  some states called Adver­
tising  and in  others Press.
Constitution and By-laws.
Complaints, also designated as Investi­
gations and Complaints, and Grievance.
Meetings, w ith other names for the 
same purpose given as Program, Meetings 
and Entertainment, Lectures and Enter­
tainment.
Cooperation, w ith  other names for the  
same purpose— State Board Relations, 
Arbitration Society, Public Relations, 
Public Affairs, Cooperation W ith Other 
Societies, Interstate Relations, Bankers 
Organization, Credit Men’s Organization, 
Cost Accountants’ Organization, Relations 
W ith Other Accounting Organizations, 
Education and Professional Contacts, 
Community Chest, Railroad Accountants 
Association, and Hotel Accountants As­
sociation.
The second group of committees, the 
idea of each not being expressed by a 
majority of the reports, include some 
which w ill be clearly seen as merely 
temporary, such as Committee on the 
International Congress on Accounting, 
Committee to Draft a Code of Profes­
sional Ethics, Committee to Devise a Plan  
for the Creation of a Reserve Fund for 
the Organization, etc.
Other comm ittees were: Natural Busi­
ness Year, Executive, Placements, Nomi­
nations, Enforcement of Public Account­
ant Law, Classification of Members, Taxa­
tion, Auditing, Luncheons, Fees, Library, 
Budget and Finance, Association Policy  
and A ctivities, Yearbook, B ulletin and 
Directory Listings.
The New York State Society, represent­
ing, of course, the largest membership at 
the present tim e, has in addition to fifteen  
standing comm ittees forty-nine special 
com m ittees the largest number of which  
are classified as technical and consist of 
from three to  sixteen members. Each of 
the comm ittees devotes itself to the study 
of one particular subject relating to the 
various technical problems w ith which  
accountants are confronted and they  
cover practically all the types of business 
which their members would be called 
upon to audit.
U sually the standing comm ittees are 
expected to report at the annual m eeting  
and the special com m ittees at the next
m eeting follow ing their appointment, but 
on th is point there is  no great uniformity.
Few of the organizations report a pro­
vision for autom atic discharge for failure 
to report. The majority of the organiza­
tions follow the policy of m aking changes 
each year in  their comm ittee assignm ents, 
although som e of the reports indicate 
that th is policy is  entirely dependent on 
the w illingness and the ability of the 
individual to work on a committee.
E. Meetings.
The months of January, February, 
March, July, and August were not named 
as containing the date of the annual 
m eeting of the organization. All others 
were.
The reports seem to indicate that the  
State societies may be classed in  four 
groups, each of about the same number. 
One group has but one regular annual 
m eeting a year. Another group has two  
regular m eetings a year. A  third group 
m eets regularly each quarter and the  
fourth group has from eight to ten  meet­
ings each year.
Where chapter organizations have been 
effected the general rule is  that the So­
ciety itself holds a sm aller number of 
m eetings than it did before the organiza­
tion of the chapters, it  being a fa irly  uni­
form policy that the major work from a 
professional standpoint is carried on by 
the chapters, all of which, however, are a 
component part of the State Society.
Eleven states have developed the chap­
ter idea to a considerable extent. Florida 
w ith  six and Ohio w ith five have the larg­
est number reporting. Texas, w hile hav­
ing but four chapters, has provided a 
seven district type of organization as 
caring for its  needs.
Aside from states w ith chapters the 
regular m eetings are usually held in  the 
largest city. Some of the states have de­
veloped the chapter idea to such an ex­
tent as that the State m eetings are large­
ly devoted to sociability w ith little  of the 
professional program type and business.
Where chapters have been established  
the general rule is that they meet once 
a month w ith a program and in most 
cases the chairm en of the several chap­
ters occupy an official relation to the 
State organization either as vice presi­
dents or members of the Board of D i­
rectors, as the form of organization pro­
vides.
The luncheon idea has found favor in 
ten states although in some of these it 
has been rather spasmodic.
In answer to  the inquiry as to specially 
interesting or valuable m eetings w hich  
had been held the follow ing are noted:
M eetings at the State U niversity where 
contacts are made w ith the educational 
forces of the State w hich help to cement 
the relationship between the practitioner 
and the educator.
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 299
M eetings to which the certified men in  
neighboring states are invited, especially  
helpful where there are border line cities  
and a free interchange of professional 
relations across the State line is  de­
sirable. The societies of W ashington, 
Oregon and B ritish Columbia have had 
an annual m eeting for a number of years 
rotating between the three. Meetings of 
accountants in the D istrict of Columbia, 
Maryland and V irginia have been held on 
several occasions. Kentucky recently had 
a two-day m eeting to which they invited  
the certified men in  all the adjoining 
states.
Meetings to which other accounting or 
closely related groups are invited. Mary­
land has had several joint m eetings of 
the Association of Certified Public Ac­
countants of Maryland, the Association of 
Public Accountants and the Baltimore 
Chapter of the National A ssociation of 
Cost Accountants.
Many reported that special dinners at 
w hich representatives of business organi­
zations or other professional representa­
tives were invited to appear and address 
the group had been very beneficial. 
Speakers of prominence can be more 
easily secured for a dinner than at any 
other time.
Four states reported successful all-day 
meetings to which not only the member­
ship is invited but also members of the  
staff, public accountants and others to 
whom special invitations m ight be ex­
tended.
D iscussional m eetings are seem ingly  
used to a greater extent than formerly. 
The younger generation of certified public 
accountants appears to be more w illing, 
and in some cases more anxious, to dis­
cuss technical and professional prob­
lems than were the older members of the 
profession. Technical presentations are 
still utilized for their educational value 
by many societies.
F. Finance.
One-fifth of the societies indicate that 
no admission fee is charged and the 
others fix the fee from $5.00 to $25.00.
Only two of the societies report a $5.00 
annual due. The same number of so­
cieties have placed the dues at $10.00 as 
did at $15.00 and only one Society has a 
charge of $25.00.
Where the organization has a class of 
membership w hich is restricted as to 
rights, there is usually a reduction made 
in the annual dues.
One of the states reported that w ith  
a $15.00 membership fee and w ith $15.00 
annual dues, the dues are omitted for the 
first year if membership is taken out im­
m ediately follow ing the receipt of the 
C. P. A. certificate. The State reporting 
a $25.00 fee reduces that fee to $15.00 
each of the first three years after an in­
dividual has secured h is C. P. A. certifi­
cate. Another State w aives the mem­
bership fee for those who join w ithin six  
months after securing their C. P. A. certi­
ficate.
Comparatively few of the states pay 
the Secretary for services rendered. 
Five of the larger states remunerate their 
secretaries to amounts ranging from  
$100 to $700, and a f e w  others com­
pensate the secretaries in amounts of 
$25.00 to $50.00 each.
G. Code of Professional Ethics.
Forty per cent of the reporting states 
indicate that the Society has not adopted 
a code of ethics. In a goodly number of 
those states codes have been prepared by 
the State Board.
Illinois at first adopted a somewhat 
detailed statem ent for which the follow­
ing has since been substituted:
“Each member of this Society shall ob­
serve the ethical proprieties of the pro­
fession, remembering that the public’s 
reliance upon his reports can be main­
tained only by the utmost diligence in  the 
determ ination and clear presentation of 
essential inform ation; that the clients’ 
confidences are to be held inviolate; that 
any business affiliation, commitment, or 
understanding should be avoided if it  is 
inconsistent w ith the dignity of h is pro­
fession or may impair the im partiality of 
his attitude or the confidence which the 
public places in  him; and that unseem ly 
solicitation or advertising or any lack of 
consideration for the rights of others is 
discrediting to the J accountant, to his 
Society, and to the profession.”
Twenty members were reported by the 
societies to have had charges preferred 
against them for violation of the Code as 
adopted. Ten were convicted on the 
charges and expelled, the causes for 
which m ight be classified under the gen­
eral term “unprofessional conduct.”
H . L egislation .
The reports of the State societies fol­
lowed quite closely the reports of the 
corresponding State boards. As indi­
cated in the general report covering them, 
there were only three states where there 
was a difference of opinion between the 
Board and the Society as to what should 
be done.
Different societies indicated different 
outside groups which had been of as­
sistance to them in their various at­
tempts to secure legislation, such as bank­
ers, creditmen, the Better Business 
Bureau, associations of commerce, the 
bar, State officials, etc.
I. Society Relations W ith the Public.
The reports indicated that different so­
cieties had been quite successful in secur­
ing representatives of business and pro­
fessional groups to appear before them  
and speak, especially as has been sug­
gested in another place, where the meet­
ing took the form of a dinner.
Many of the societies are represented  
on comm ittees or as officials in chambers 
of commerce and other community 
groups.
As indicating ways in which a service 
had been rendered to comm unity inter­
ests by certified men it was reported that 
several had served on Community Chest 
campaigns, as special lecturers on ac­
counting at the State University, as of­
ficer in the local Chamber of Commerce, 
auditing services rendered philanthropic 
and charitable institutions, membership 
in  comm ittees appointed to revise city, 
county and State accounting system s, 
members of the national arbitration panel 
of the American Arbitration Association, 
serving w ith both the Dawes and the 
Young Commissions as well as finan­
cial advisors to three different foreign  
governments, as member on the Hoover- 
Curtis Inaugural Committee.
The various suggestions made as to 
ways in  which the Society had endeavored 
to promote and develop an increased de­
mand for accounting services, were: By 
group advertising in telephone di­
rectories, reprinting of articles having  
especial publicity value, issuance of 
special booklets or bulletins, issuance of 
a roster of the Society membership w ith  
comparatively little  reading material, pre­
paration of articles for trade papers show­
ing what services the certified man could 
render, preparation of a twelve-page pam­
phlet for use by the school board in  a 
vocational series show ing the work done 
by the certified man and the type of 
preparations needed by him and the is­
suance of annual Year Books and techni­
cal monographs.
Several of the societies have issued  
regular bulletins, mostly either monthly  
or quarterly.
J. Society R ela tion s W ith  State B oards 
Of A ccountancy.
Practically every certified member of 
the various State Boards of Accountancy 
is  a member of the State Society, where 
one exists. About half of the State so­
cieties suggest to the appointing power 
the name or names of persons whom they  
would like to see fill vacancies on the 
Board as they occur and the reports indi­
cate that their suggestions are followed 
in about three-quarters of the cases.
It is reported that the members of the 
boards m aintain an active interest in the 
Society as a rule and that generally they 
have retained that interest after having  
left the Board.
About half of the societies reported 
that they endeavor to assist the State 
Board w ith  regard to suspected violators 
of the laws, some of the others adding 
that they would if invited to do so by the 
Board.
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K. Regulatory la w .
Reports show that the public account­
ants had regular organizations in Mary­
land and Illino is.
In Florida the State organization of 
certified public accountants was changed 
to the Florida Institute of Accountants 
and provision made therein for the pub­
lic accountants.
Most of the State societies in  states 
w ith regulatory law s invite the public ac­
countants to those m eetings which are 
not of a business character.
Most of the societies report that the 
passage of the law has been helpful to the 
profession in the State. In only one 
State does the reply indicate that the re­
lationships between certified men as a 
class and the uncertified men as a group
have not been benefited and the general 
feeling is reported that the effect on the 
public of the regulatory law has been 
beneficial.
L. General.
The follow ing prizes are reported: The 
Connecticut Society awards a gold medal 
to the individual receiving the highest 
mark in each C. P. A. examination, pro­
viding a mark of at least eighty-five has 
been obtained in  all subjects.
Illinois awards a prize to the first and 
the second highest members of each 
C. P. A. class.
Maryland waives the initation fee in  
the Association to the honor man in each 
C. P. A. class.
North Carolina awards a prize to the 
best thesis w ritten by a student in the
School of Commerce in  the U niversity of 
North Carolina, the same to be judged by 
the Board of Accountancy.
The Tulsa, Oklahoma Chapter awards 
a donated scholarship each year in the 
Oklahoma School of Accounting, Law and 
Finance.
The South Carolina Society awards a 
prize each year to the student at the 
State U niversity who is recommended by 
the Education Committee of the Society.
In W isconsin the membership fee in  
the State Society is waived to the two in  
each exam ination who received the high­
est markings.
M assachusetts awards a gold medal to  
the candidate in each exam ination hav­
ing the highest mark and gives public 
honorable mention to the second and 
third highest.
Questions and Answers Department
A READER asks:“What is meant by the issue of stock? Does it  refer to the issu­
ance of a stock certificate or merely to 
the recognition of the stockholder’s right 
to vote and receive dividends?”
A nsw er: There has been much confu­
sion in  the use of the word “issue.” In  
probably the majority of cases the word 
is  used in the sense of issu ing a certifi-
EDITOR, W. T. SUNLEY, C. P. A. 
(Mich.)
Educational D irector, In ternational Ac­
countants Society, Inc.
cate to the stockholder and in  many of 
the general corporation law s the word is  
clearly used in  such a sense. In many
cases, however, it  has been held that 
where a stockholder’s offer to subscribe 
to the stock of the corporation has been 
accepted he thereby becomes a stock­
holder w ith all the rights and liabilities  
of a stockholder even though a stock cer­
tificate is  never issued to him. In such  
a case the corporation’s stock w ould un­
questionably have to be regarded as 
issued.
SOLUTION TO PROBLEM NO. 1 OF MICHIGAN C. P. A. EXAMINATION OF MAY, 1929
N O BL E SK IR T CO.. INC. 
W ORKING SH EE T  
January 31. 1928
Trial B alance. 
January 1, 1928.
Cash .......................................................................... $10,000.00
P e tty  Cash ..............................................................  1,000.00
Customer’s Control (A ccounts R eceivable) 25,000.00
M aterials Purchased .........................................  1,800.00
M achinery and Equipm ent ..............................  46,000.00
Deferred Charges ................................................  1,200.00
R eserve for Bad D ebts .....................................  $1,000.00
R eserve for D epreciation ................................... 4,600.00
Accounts Payable Control ..............................  13,000.00
Accrued P ayro ll ...................................................  800.00
C apital Stock .......................................................... 40,000.00
Surplus .....................................................................  25,600.00
Overhead E xpense ..............................................
Labor (D irect) .....................................................
W ork in Progress ................................................
F in ished  Product ................................................
G eneral E xpenses ................................................
Sa les ............................................................................
Cost o f Goods Sold ..............................................
N et Profit for Year ..............................
A djustm ents. Profit and Loss. B alance Sheet.
Debits. Credits.
(10 )$19 ,500.00 ( 3) $3,450.00
(11) 6,000.00 $20,050.00
1,000.00
( 8) 11,250.00 (10) 19,500.00 16,750.00
( 1) 4,600.00 ( 5) 5,368.33 1,031.67
46,000.00
1,200.00
(11) 6,000.00 ( 1) 4,600.00
( 4) 3,100.00
( 7) 700.00
( 3) 3,450.00 ( 2) 3,550.00
( 2) 585.00 ( 5) 3,685.00
( 4) 3,100.00
( 2) 1,175.00 ( 5) 2,965.00
( 2) 1,790.00
( 5) 12,018.33 ( 6) 10,535.82 1,482.51
( 6) 10,535.82 ( 9) 9,527.26 1,008.56
( 7) 700.00 $700.00
( 8) 11,250.00 $11,250.00
( 9) 9,527.26 9,527.26
1,022.74
$1,0 0 0 .0 0
4,600.00
15,400.00 
900.00
40,000.00
25,600.00
1,022.74
85,000.00 85,000.00 11,250.00 11.250.00 88,522.74 88,522.74
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(A )
( 1)
( 2 )
( 3) 
( 4)
( 5)
( 6) 
( 7) 
(  8 )
( 9)
( 1 0 )
N O BLE SK IRT CO.. INC.
JO URNAL EN T R IE S
F or the Month E nding January 31, 1928
M aterials Purchased .......................................... $4,600.00
W ool ............................................  $2,750
Silk  ........................................... . 1,150
Findings .....................................  700
4,600
A ccounts Payable .......................................
To record purchase of m aterials for 
month.
Overhead Expense (Indirect Labor) . . . .
Labor (D irect— D ay W ork) .........................
Labor (D irect— P iece W ork) .......................
Accrued P ayroll .........................................
To record w ages accrued during month.
Accrued P ayroll ...................................................
Cash ................................................................
To record paym ent of w ages for month.
Cost of Goods Sold ............................................
F inished Product .......................................
To charge cost of goods sold during m onth  
as fo llow s:
Style A—
50 at $26,318 ..............
40 at 19.464 .............. .........  778.56
Style B ­
50 at 23.0496 .............. .........  1,152.48
50 at 23.6866 .............. .........  1,184.33
40 at 23.72 .............. .........  948.80
40 at 24.1364 .............. .........  965.46
Style C—
25 at 34.318 .............. .........  857.95
20 at 35.555 ..............
30 at 34.86 .............. .........  1,045.80
15 at 37.792 .............. .........  566.88
9,527.26
(N ote to Exam iner— Oldest Cost Price  
first method used.)
Cash ..........................................................................
A ccounts R eceivable ................................
To record receipts of cash on account 
during month.
$4,600.00
585.00
1,175.00
1,790.00
3,450.00
3,100.00Overhead E xpense ..........................................
Accounts P ayable .......................................
To record overhead expenses incurred dur­
ing month.
W ork in P rogress ..............................................  12,018.33
M aterials Purchased ................................
Labor ..............................................................
Overhead E xpense .....................................
To record charges to  w ork in progess for  
month.
F inished Product ................................................  10,535.82
W ork in Progress ............................................
To transfer orders finished during m onth  
to finished product stock.
G eneral E xpenses ..............................................  700.00
Accounts P ayable .......................................
To charge general expenses account with  
expenses incurred during month.
Accounts R eceivable .........................................  11,250.00
Sales ................................................................
To record sa les made during month as 
fo llo w s:
Style A— 90 at $25 ..............  $2,250
Style B— 180 a t 30 ..............  5,400
S tyle  C— 90 at 40 ..............  3,600
11,250
3,550.00
3,450.00
3,100.00
5,368.33
2,965.00
3,685.00
10,535.82
700.00
11,250.00
9,527.26
9,527.26
19,500.00
19,500.00
(11) Accounts P ayable ..............................................  6,000.00
Cash ................................................................
To record paym ent to creditors during  
month.
(12) Sales .......................................................................... 11,250.00
Cost of Goods S o l d .....................................
General E xpenses .....................................
Profit and Loss ............................................
To close nom inal accounts for the month.
(B )
Sales
TH E N O BLE SK IRT CO., INC. 
PRO FIT A N D  LOSS STATEM ENT  
For the Month Ending January 31, 1928.
Cost o f  Goods Sold:
F inished Product Inventory, Jan. 1, 1928. .  None. 
M anufacturing C osts:
W ork in Progress Inventory, Jan.
1, 1928 ................................................  None.
M ateria l:
Inventory Jan. 1, 1928 $1,800.00
M aterial P urch ased :
W ool .......................
S ilk .........................
F indings ................
L ess— Inventory Jan ­
uary 31, 1928 .........
2,750.00
1,150.00 
700.00
6,400.00 
1,031.67
D irect Labor .........
Overhead Expense
L ess— W ork in Progress January  
31, 1928 ..............................................
$5,368.33
2,965.00
3,685.00
12,018.33
1,482.51
Cost of Goods Sold
Gross Profit on Sales 
General Expenses . . .
N et Profit for January, 1928
(C-1) NOBLE SKIRT CO., INC. 
POST-CLOSING TRIAL BALANCE  
January 31, 1928.
6,000.00
9,527.36
700.00
1,022.74
$11,250.00
Cost of Goods M a n u fa c tu red .......................  $10,535.82
10,535.82
Less— Finished Product Inventory January
31. 1S28 .......................................................................  1,008.56
9,527.26
1,722.74 
700.00
1,022.74
Debits. Credits.
Cash ............................................................................ $20,050.00
P etty  Cash ................................................................  1,000.00
Customers Control (A ccounts R ece iv a b le ). 16,750.00
(1 ) M aterials Purchased (Inventory) ................  1,031.67
M achinery and Equipment ................................  46,000.00
D eferred Charges ................................................... 1,200.00
R eserve for Bad D ebts .......................................
R eserve for D epreciation ...................................
Accounts P ayable Control ................................
Accrued P ayroll .....................................................
Capital Stock ............................................................
Surplus .......................................................................
(2 )  W ork in Progress (Inventory) .....................  1,482.51
(3 ) F inished Product (Inventory) ..................... 1,008.56
Profit and Loss .......................................................
$1 ,0 0 0 .0 0
4,600.00
15,400.00 
900.00
40,000.00
25,600.00
1,022.74
88,522.74 88,522.74
(1 ) See “Calculation o f M aterials Inventories.”
(2 ) See “Calculation of In Progress Inventory.”
(3 ) See  “Calculation of F inished Product Inventory.”
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(C -2) CALCULATION O F M ATERIALS IN V EN T O R IES
Cost Purchased. R equisitioned. Balance.
Wool. P er Yard. Yards. Am ount. Yards. Amount. Yards.
On hand January 1, 1928 .......................... .......................  $4.00 200 $800.00 200
Order No. 1 ..................................................... 100 $400.00 100
Purchased ....................................................... .......................  3.80 200 760.00 300
Order No. 2 ..................................................... 100 400.00
16 2-3 63.33 183 1-3
Order No. 4 ..................................................... 116 2-3 443.33 66 2-3
Purchased ....................................................... .......................  3.30 100 330.00 166 2-3
Order No. 6 ..................................................... 66 2-3 253.34
53 1-3 176.00 46 2-3
P urchased ....................................................... .......................  4.20 100 420.00 146 2-3
Order No. 7 ..................................................... 46 2-3 154.00
46 2-3 196.00 53 1-3
Purchased ....................................................... .......................  4.40 100 440.00 153 1-3
Order No. 9 ..................................................... 53 1-3 224.00
63 1-3 178.67 36 2-3
Purchased ....................................................... .......................  4.00 200 800.00 236 2-3
Order No. 10 ................................................... 36 2-3 161.33
63 1-3 253.33 136 2-3
Order No. 12 ................................................... 70 280.00 66 2-3
Totals .............................. ......................... 900 3,550.00 833 1-3 3,283.33
Silk.
100 700.00 100
Order No. 3 ..................................................... 50 350.00 50
Order No. 5 ................ .................................. 40 280.00 10
Purchased ....................................................... .......................  7.50 100 750.00 110
Order No. 8 ..................................................... 10 70.00
50 375.00 50
Order No. 11 ................................................... 50 375.00
.......................  8.00 50 400.00 50
Totals ....................................................... 250 1,850.00 200 1,450.00
Findings.
700.00
Total ............................................................................................................................................................................................  $1,000.00
Order No. 1 ........................................................................................................................................................................................ 50.00
Order No. 2 ....................................................................................... ................................................................................................ 62.50
Order No. 3 ........................................................................................................................................................................................ 50.00
Order No. 4 .......................................................................................................................................................................................  62.50
Order No. 5 ........................................................................................................................................................................................ 40.00
Order No. 6 .......................................................................................................................................................................................  60.00
Order No. 7 ........................................................................................................................................................................................ 50.00
Order No. 8 ........................................................................................................................................................................................ 60.00
Order No. 9 .......................................................................................................................................................................................  62.50
Order No. 10 .......................................................................................................................................................................................  50.00
Order No. 11 ........................................................................................................................................................................................ 50.00
Order No. 12 ........................................................................................................................................................................................ 37.50
-------------- 635.00
On hand January 1, 1928 ..................................................................... ....................................................................................... 365.00
SUMMARY
W ool ......................... ......................................................................................................................................................... 66 2-3 yards ............ $266.67
Silk .....................................................................................................................................................................................  50 yards ............ 400.00
F indings .......................................................................................................................................................................................................................  365.00
Total .............................................. ....................................................................................................................................................................... 1,031.67
(C -3) CALCULATION OF IN  PROGRESS INVENTORY
Style A— Order No. 10 :
M aterial ..............................................................................................................................................................................  $414.66
F indings .............................................................. .............................................................................................................  50.00
464.66
Labor ................................................................................................................................................................................... 155.00
Overhead ............................................................................................................................................................................  221.10
Style B— Order No. 12 :
M aterial ..............................................................................................................................................................................  280.00
F indings ............................................................................................................................................................................  37.50
$840.76
317.50
140.00
184.25
---------- 641.75
Total ................................................................ ......................................................................................................... 1,482.51
Labor . .  
Overhead
Amount.
$800.00
400.00 
1,160.00
696.67
253.34
583.34
154.00
574.00
224.00
664.00
161.33
961.33
546.67
266.67
700.00
350.00 
70.00
820.00
375.00
400.00
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(C -4) CALCULATION OF F IN ISH E D  PRODUCT IN VENTORY
Order No. 
1
No. of 
Skirts. 
50
Style.
A
Kind. 
W o o l..
Yards.
100
M aterial.
Cost per Yard. Amount.
$4.00 $400.00
F indings.
$50.00
Labor.
$350.00
Overhead.
Total
Cost.
Completed. Shipped. On Hand.
No. o f Cost per No. o f No. o f
Order No. Skirts. Skirt. Amount. Skirts. Amount. Skirts. Am ount.
Style  A
1 .......... ................... 50 $26,318 $1,315.90 50 $1,315.90 $ .................
6 ................................................. 19.464 1,167.84 40 778.56 20 389.28
Style  B
50 23.0496 1,152.48 50 1,152.48
. . . .  50 23.6866 1,184.33 50 1,184.33
................  40 23.72 948.80 40 948.80
9 ................................................. 24.1364 1.206.82 40 965.46 10 241.36
S ty le  C
................  25 34.318 857.95 25 857.95
................  20 35.555 711.10 20 711.10
................  30 34.86 1,045.80 30 1,045.80
11 .............................................. .. 37.792 944.80 15 566.88 10 377.92
10,535.82 360 9,527.26 40 1 ,008.5a
(D -1 ) NO BLE SK IRT CO., INC.
PRODUCTION JOURNAL
For the Month E nding January 31, 1928
Cost per 
Skirt.
$515.90 $1,315.90 $26,318
2 50 B W o o l . . . . 100 
16 2-3
4.00
3.80
400.00
63.33
463.33 62.50 295.00 331.65 1,152.48 23.0496
3 25 C Silk ----- 50 7.00 350.00 50.00 200.00 257.95 857.95 34.318
4 50 B W o o l___ 116 2-3 3.80 443.33 62.50 310.00 368.50 1,184.33 23.6866
5 20 C Silk ___ 40 7.00 280.00 40.00 170.00 221.10 711.10 35.555
6 60 A W o o l . . . . 66 2-3 
53 1-3
3.80
3.30
253.34 
176.00
429.34 60.00 310.00 368.50 1,167.84 19.464
7 40 B Wo o l . . . . 46 2-3 
46 2-3
3.30
4.20
154.00
196.00
- 350.00 50.00 254.00 294.80 948.80 23.72
8 30 C Silk ___ 10
50
7.00
7.50
70.00
375.00
445.00 60.00 246.00 294.80 1,045.80 34.86
9 50 B Wo o l . . . . 53 1-3 
63 1-3
4.20
4.40
224.00
278.67
502.67 62.50 310.00 331.65 1,206.82 24.1364
11 25 C Silk ----- 50 7.50 375.00 50.00 225.00 294.80 944.80 37.792
T otals. . . 400 863 1-3
(D -2 ) CALCULATION OF OVERH EAD DISTR IBU TIO N
(1 ) (2 )  (3 )  (4 )  (5 )  (6 )
D ay Work. P iece Work. Total.
Order No. (w gt. 4) (w gt. 1) (C1. 2 C1. 3) Pr. Ct. Amount.
1 .............. . . $800 $150 $950 14 $515.90
2 ..................... . . 400 195 595 9 331.65
3 ..................... . . 300 125 425 7 257.85
4 ..................... . . 440 200 640 10 368.50
5 ..................... . . 260 105 365 6 221.10
6 ..................... . . 480 190 670 10 368.50
7 ..................... . . 336 170 506 8 294.80
8 ..................... . . 384 150 534 8 294.80
9 ..................... . . 400 210 610 9 331.65
10 ..................... . . 300 80 380 6 221.10
11 ..................... . . 360 135 495 8 294.80
12 ..................... 240 80 320 5 184.25
Totals . . 4,700 1,790 6,490 100 3,685.00
4,038.67 . 547.50 2,670.00 3,279.65 10,535.82
(E )  NOBLE SKIRT COMPANY, INCORPORATED
RECORD OF COSTS 
For the Month Ending January 31. 1928.
No. of Cost per T otal
Order No. Skirts. Skirts. Cost. 
Style A
1   50 $26,318 $1,315.90
6   60 19.464 1,167.84
Style B
2 . . ................................... 50 23.0496 1,152.48
4  ------- 50 23.6866 1,184.33
7   40 23.72 948.80
9 .......................................  50 24.1364 1,206.82
Style C
3   25 34.318 857.95
5   20 35.555 711.10
8   30 34.86 1,045.80
11   25 37.792 944.80
T o ta l...........................  10,535.82
NOTE TO EX A M IN E R
As no rates for depreciation and bad debt losses are given, it  is  assum ed that these are not regarded as im portant features o f th is  
particular problem, and accordingly the reserves rem ain the sam e as a t December 31, 1927.
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The C. P. A. in Public Life
M R. CHAIRMAN: If appointment to public office qualifies one to speak as an authority, I pre­
sume, being a C. P. A., your committee 
was warranted in asking me to address 
you on this subject. H aving served for 
the period of two and a half months only, 
I doubt the wisdom of their selection.
N othing w as further from my mind 
during the early m onths of this year than 
the thought of entering the ranks of Gov­
ernment employees. Quite the opposite. 
I was looking forward to the tim e when 
I could gracefully withdraw even from 
the practice of public accounting and 
take up farm ing or some less exacting  
calling. Being suddenly catapulted from 
provincial obscurity into the lim elight of 
national office is a sensation only equalled 
by a Francois Villon.
It is  apparent, therefore, as our first 
lesson, that call to public service may be 
unsought and unexpected. This seem s to 
be, of late, characteristic of the American 
political scheme. A t the risk of seem ing 
to emphasize too much the personal ref­
erence I desire to record before this or­
ganization, in  which I consider all are 
m y friends, my appreciation of appoint­
m ent to office by President Hoover. I 
would rather receive appointment from 
him  than from any other person now liv ­
ing. To serve under him I consider a 
distinct privilege and honor.
Selection for appointive office is not 
necessarily recognition of the individual, 
and in this I am not deceived. More 
often it is the knowledge or reputation of 
w hat the individual represents. One per­
son is selected because he is president of 
a technical society; another the head of 
a farm grange or of a university, or he 
m ay be active in th is cause or that. In 
this case the purpose as announced was 
to obtain a public accountant of experi­
ence with a knowledge of the broader 
phases of business and is significant of 
the prominence w hich professional ac­
countancy has attained in the compara­
tively  brief period of its existence in this 
country. I am not unmindful of my re­
sponsibility to the profession of fulfilling 
the expectation which the reputation of 
the profession has inspired, and for this 
reason I have accepted it w ith great 
hum ility.
The recent publicity given to the office 
by announcement of the intended reor­
ganization of the Post Office Department 
and the reference to the mounting deficit 
has focused attention in this direction 
and given the position greater promi­
nence than it has previously enjoyed. 
Such reorganization naturally can not be 
accomplished in a day. My purpose is by 
the application of the principles of com-
A ddress delivered by FRED ER IC  A. 
TILTON, C. P . A., Third A ssistant 
P ostm aster General, before the Conven­
tion of The American Society of Certi­
fied Public Accountants, Hotel Roose­
velt, New York City, Friday, Septem­
ber 6, 1929.
mercial accounting and management 
learned through industrial contacts to 
endeavor to improve ex isting procedures 
w ith a view  to reducing expenses, pro­
m oting efficiency, advising regarding the 
fixing of rates, and producing more ac­
curate and analytical statem ents of oper­
ating results to provide a means of in­
telligent comparison and review.
Reorganization is  not a new phrase in 
the Post Office Department. Judging by 
the records of prior years, and there are 
many volumes containing the history of 
these years, reorganization has been a 
perennial plant which blossomed more or 
less regularly. N ecessity of reform in  
the business methods of the executive 
departments of the Government was dis­
cussed soon after Ham ilton devised them. 
There were three or four efforts at inves­
tigation made by Congressional Commit­
tees in the early decades. No general re­
visions in H am ilton’s scheme were at­
tempted, however, until the nineties. In 
the year 1893 a commission w as created 
by Act of Congress, consisting of three 
Senators and three Members of the House, 
to inquire into and examine the status 
of the laws organizing the executive de­
partments, bureaus, divisions, and other 
governmental establishm ents at the Na­
tional Capital; the rules, regulations and 
methods for the conduct of the same; the 
tim e and attention devoted to the opera­
tions thereof by the persons employed 
therein, and the degree of efficiency of all 
such employees; whether any modifica­
tion of these laws could be made to secure 
greater efficiency and economy, and 
whether a reduction in the number or 
compensation of the persons authorized 
to be employed in said executive depart­
ments, or bureaus, could be made w ith­
out injury to the public service. The 
Commission was authorized to employ not 
exceeding three experts to render as­
sistance in the prosecution of the in­
vestigation and the departments were to 
detail such officers and employees as 
might be required by the Commission in 
their investigation.
The Commission was organized by the 
appointment of Messrs. Alexander M. 
Dockery, James D. Richardson, and N el­
son Dingley, Jr., on the part of the House; 
Francis M. Cockrell, James K. Jones, and 
Shelby M. Cullom on the part of the 
Senate. Mr. Dockery was Chairman of
the Commission and it became known as 
the Dockery Commission. On May 24, 
1893, the follow ing experts were ap­
pointed: J. W. Reinhart, who served for 
only a short time, Charles Waldo Haskins 
and Elijah W att Sells. The active work 
of the experts began June 6, 1893, and 
continued for about two years.
I take no sm all measure of pride in the 
thought that both Mr. H askins and Mr. 
Sells, the founders of the firm w ith which 
I was connected for a great many years, 
were the accountants to carry on th is  
investigation. Their work involved a re­
view  of all departments and embraced the 
introduction of methods of sim plifying  
the bookkeeping, avoiding duplication of 
effort and records, reducing lost motion, 
fixing responsibility on single individuals, 
discontinuing whole offices, expediting  
work where it was hopelessly in arrears, 
and in  general improving the effective­
ness in the conduct of the business of 
each establishm ent w ith  a reduced per­
sonnel. The total expense of the Com­
m ission was $41,264.23 and the estimated  
net annual saving to the Government, 
$607,591.00.
A large part of the task involved an ex­
am ination of the Post Office Department 
and the results achieved are indicated 
by the follow ing letter of the Auditor of 
the Department:
“Treasury Department, Office of the 
Auditor for the Post Office Depart­
ment,
“W ashington, D. C., Feb. 20, 1895.
“Sir: Referring to the changes that 
have been made in the methods of con­
ducting business in  this office by recent 
acts of Congress and by changes in the 
departmental rules of the Post Office De­
partment, which were effected w ith the 
aid of the Congressional Commission on 
the business of the Executive Depart­
ments, I have the honor to report:
“ (1) That the business of this office in  
its money order branch is less in arrears 
than it has ever been, at least since the 
volume of the business has assumed 
large proportions.
“ (2) A new form of money order has 
been introduced.
“ (3) The postal note has been abol­
ished.
“ (4) The money order statem ents of 
postmasters are sent directly to this of­
fice instead of through the Post Office 
Department.
“These changes have been favorable to 
the dispatch of business, and while they  
are radical, they have been put in opera­
tion w ithout friction.
“The accounts of about eight thousand 
late postmasters have been settled in the 
past twelve months, and it is believed
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that the business of the money order 
branch w ill be brought up to a current 
date by the close of the present fiscal 
year.
“In the postal branch the business has 
been greatly facilitated by having the 
certificates of deposit of postmasters sent 
directly to this office, which is  their des­
tination, from the several depositaries, in­
stead of, as formerly, from the post­
m asters through the Post Office Depart­
ment.
“The arrangement of the ledgers in the 
Post Office Department to correspond with  
the account books in th is office has been 
of much service. The vouchers for 
stamped paper are also arranged and 
verified in a manner much more accurate 
than formerly. From that cause they are 
much more satisfactory when received in  
th is office for comparison w ith the ac­
count of the postmaster.
“The organization of th is office has been 
changed by consolidating two of its di­
visions in the money order branch and 
abolishing two in the postal branch. The 
office was formerly composed of ten di­
visions; as now organized it is made up 
of seven divisions.
“The general effect of the change of 
system  as it relates to auditing the ac­
counts of postmasters is beneficial.
“There is no loss of any check material 
to accurate auditing. I believe that we 
shall begin the coming fiscal year with  
th is office in  good condition.
“Very respectfully,
“ (Sgd.) GEO. A. HOWARD, Auditor. 
“Hon. John G. Carlisle,
“Secretary of the Treasury.”
I have not examined all the interven­
ing years, but in the year 1907 another 
Commission was created to make an in­
vestigation of the business system of the 
Post Office Department. This was known 
as the Penrose-Overstreet Commission. 
From the report of that Commission I 
have taken the follow ing abstract:
“For more than one hundred years the 
great and stupendous business of the Post 
Office Department has been operated w ith­
out being overhauled or looked into from 
the standpoint of critical, expert scrutiny 
of its business methods, and in conse­
quence it was obvious to the Commission 
that it was clearly the intention of Con­
gress that the exam ination should be con­
ducted to ascertain existing defects and 
to  devise adequate and practicable reme­
dies according to the most enlightened  
business methods evolved from the ex­
perience of other governments and the 
progress of the business world.
"The wisdom of pursuing the investiga­
tion with the aid of expert knowledge was 
further supported by the fact that Con­
gress has not been at any tim e able to 
secure from the Post Office Department or 
the officials thereof an accurate statement 
of the sources of profit and loss, so as to 
show wherein remedial legislation could
be enacted to prevent waste w ithout in­
terfering w ith  the harmonious conduct 
of the postal system. Therefore the sub­
stitution of some accurate and efficient 
system seemed to be the primary purpose 
of creating the Commission. It did not 
appear w ise for the Commission to un­
dertake to devise a better system by con­
fining its  work exclusively to interrogat­
ing those in charge of the system which  
it  m ight be expedient ultim ately to re­
place.
“The existing business and accounting 
methods o f the Post Office Department 
and service have resulted from a process 
of growth, separate subdivisions having  
their origin in detached fragments of law  
largely traceable to appropriation bills. 
It was thought best to secure from an im ­
partial source the judgment of thoroughly 
trained expert accountants on existing  
methods, and a comparison thereof w ith  
modern, up-to-date business methods of 
bookkeeping, arrangement, auditing, and 
accounting. This conclusion led the Com­
m ission to adopt the second alternative; 
that is, to prosecute the investigation  
upon the basis of expert knowledge.”
Two firms of accountants were em­
ployed—Deloitte, Plender, Griffiths & Co., 
and Dickinson, Wilmot & Sterrett—and I 
read from their report:
“The following is a summary of the 
more important suggestions made in this 
report for the improvement of the or­
ganization, administration, and account­
ing of the Post Office Department and 
postal service:
“ (1) That the offices of the First, Sec­
ond, Third and Fourth A ssistant Post­
masters General be abolished and that a 
director of posts be appointed at a salary 
sufficient to attract the best administra­
tive talent in the country, and that he be 
given sole charge of the operations of the 
department and service, subject only to 
the control in m atters of policy of the 
Postm aster General as a Cabinet Officer.
“ (2) That assistant directors be ap­
pointed to take charge of the main oper­
ating divisions of the service as follows: 
Post Offices, transportation, appointment, 
finance, comptroller, inspection, purchas­
ing agent, supplies, and that these di­
visions be divided into sections as may 
be required.
“ (3) That the comptroller should be in 
charge of the whole accounting for the 
Department and service, and that the 
duties of the Auditor be lim ited to an 
audit of all the accounts in the proper 
sense of the word.
“ (4) That all post offices not doing a 
money-order business be treated as ‘Non­
accounting offices’ and that a fixed sup­
ply of stamps, stamped paper and postal 
notes, if  the latter are created by law, be 
supplied to them, to be replenished from 
neighboring accounting offices, in ex­
change for cash or its equivalent.
“ (5) That district offices be created at
convenient points throughout the coun­
try, organized in minature on the same 
lines as the Department in W ashington, 
which would supervise the whole of the 
work in their districts under the direc­
tion of responsible officials.
“ (6) That the director of posts and the  
assistant directors form an advisory  
board to  meet several tim es a week and 
discuss all important questions as they  
arise, and that a sim ilar advisory board 
be created at each district office.
“ (7) That the postmasters’ accounts for 
postal and money order transactions, 
heretofore kept separately, be merged.
“ (8) That promotions through all ranks 
of the postal service below that of Post­
master General be made on consideration  
of m erit alone, and that some scheme 
should be devised by w hich many of the 
older employees would be retired.
“ (9) That the liability  for exceeding 
appropriations be strictly defined, and 
lim ited to those who have authorized the 
expenditures, to the Comptroller and the 
Auditor.
“ (10) That a proper accounting system  
be installed, along the lines herein laid  
down, to show the revenues and expendi­
tures of the Postal Service and Depart­
ment.
“ (11) That the cost of the several serv­
ices rendered by the Post Office Depart­
ment and postal service should be ascer­
tained in accordance with methods herein  
suggested, either by periodical tests or 
continuously.
“ (12) That the use of labor saving de­
vices and machines be largely extended 
and, in particular, that a mechanical sy s­
tem of auditing money orders be adopted.
“ (13) That the use of postal notes be 
adopted, not to exceed $10 in amount, and 
that thereafter the number of money or­
der offices be reduced by elim inating all 
those not issu ing 500 money orders per 
annum.”
From my present knowledge of condi­
tions few of these recommendations were 
given effect.
Between 1907 and 1928 the President’s 
Bureau of Economy and Efficiency and 
the Bureau of the Budget were conceived, 
but that is  a story by itself.
That improvements were still going on 
as late as 1928 is evident from the last 
Annual Report of the Postm aster General.
“A new system of postal accounting has 
been inaugurated at 45,000 third and 
fourth class post offices, under which  
postal and money order accounts were 
merged. This eliminated the rendition  
and auditing of 540,000 money-order ac­
counts annually.
“The electrical accounting system for 
tabulating money orders has been ex­
tended w ith  an approximate saving of 
$250,000 a year.
“The domestic money-order form has 
been completely revised, which expedites 
its issuance.
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“The procurement of all equipment and 
supplies has been centralized and pur­
chases made through the office of the 
purchasing agent, resulting in  m aterial 
saving in  expenditures.
“Purchase of supplies in  large quanti­
ties at spot market prices for immediate 
delivery are made, effecting a saving of 
approximately $500,000 a year.
‘‘The 300 item s of envelopes for depart­
m ents of the Government have been re­
vised and reduced to 69, effecting a saving  
of approximately $15,000 a year.
“Proposals for supplies required in­
clude a statem ent of discounts allowable 
for prompt payment. Under th is system  
a m aterial saving in  expenditures is  
made.
“Surplus stocks from the War Depart­
ment and other branches of the Govern­
ment have been used where practicable; 
one-ply for two-ply jute has been sub­
stituted for tying-out letter m ails; news­
print paper for m anila paper has been 
used in the printing of facing slips; the 
purchase of carriers’ satchels having split 
leather partitions has been made; rubber 
instead of steel postmarking and cancel­
ing stamps are furnished in sm aller post 
offices; press copy books, oil board, copy­
ing ink, letter presses, etc., have been dis­
continued for carbon copy impressions. 
These have effected a saving of approxi­
m ately $3,536,743.
“The elim ination of the ‘blue stripe’ on 
m ail bags has effected a saving of approxi­
mately $30,000 a year, and the locking 
cord fastener adopted by the department 
and used on m ail bags in which parcel 
post is  transported has resulted in safe­
guarding the parcel-post mails.
“By the extension of the electrical ac­
counting system to the money order di­
visions of the 49 largest post offices much 
of the work incident to the accounting 
and settlem ent of 137,000,000 paid money 
orders annually is  now performed by 
autom atic electric machinery. This has 
effected a net saving in cost of operation 
at post offices during the last fiscal year 
of $483,000. The punched tabulating  
cards are made available in the audit of 
postm asters’ money order accounts, d is­
pensing w ith the work of 175 employees 
and effecting a saving of approximately 
$267,000 annually.
“A research and planning committee 
was created in 1928 to consider questions 
of a general character arising under ex­
isting  conditions of service and those re­
lating to new features, methods, functions 
and improvements of the service as a 
whole.”
As a matter of fact each annual report 
contains references to improved practice 
of one kind or another. Many carefully  
studied plans apparently have been pro­
posed but failed of execution because of 
change of administration, lack of neces­
sary congressional action, or some other 
cause. Consequently, there is still room
for improvement. Much is expected, but 
the elem ent of tim e is  the greatest ob­
stacle. Inasmuch as actions always speak  
louder than words, I prefer to report 
progress after results are accomplished 
instead of m aking predictions of what 
may occur.
This paper should end here, but I have 
been asked to add a chapter on how a 
certified public accountant can engage in  
public service. Examples are numerous 
of accountants w ho have either offered 
their services or were drafted in  the pub­
lic  cause. I need only to mention such  
names as R. M. Montgomery, Joseph Ster­
rett, Homer Pace, Geo. McLaughlin, Wm.
E. W ilson, former Congressman of Indi­
ana, and others. No two of these pursued 
the same method of approach but all were 
students of their subject as w ell as stu­
dents of civic affairs. It may be in  your 
case that the Board of Commerce in your 
own city offers the best stepping stone to 
future promotion. Perhaps its Commit­
tee on Industrial Development may need 
your active support, or the City Planning 
Commission, or the Committee on Smoke 
Abatement, or the Committee on Recre­
ation. Any of these w ill bring you in  
touch with a broader personal acquaint­
ance. To give each your personal time 
involves a present sacrifice w hich it is so 
easy to avoid.
At the present tim e much thought is 
being given to the development of city  
airports and in this, if  you are not al­
ready interested, you may find a field for 
the exercise of your public spirit. Which 
of you has become interested in state tax­
ation? Or who has endeavored to exert 
his influence for a modern business ad­
m inistration of state finances?
My experience has taught me that every 
contact and every line of right thinking  
along civic or public lines, and I may add 
political lines, accumulates a reserve 
which soonor or later can be converted 
into opportunity. There are some re­
wards far above those that can be ex­
pressed in terms of money, but in some 
unknown way progressive thinking along 
broad lines is  usually accompanied by 
financial reward as well.
In this Republic there is the need of 
constructive and intelligent thinking on 
public m atters to counteract the vicious 
undercurrents of destructive origin. Prop­
erty rights are continually assailed and 
must be maintained and respected. Your 
part in advancing the American philoso­
phy of life, liberty, and the pursuit of 
happiness w ill be what you w ill it, and 
no more.
REPORT OF TREASURER
Gentlemen: I am pleased to submit to 
you a summary of the financial transac­
tions of your Society, details of which are 
set forth in the Report of your Secretary,
for the year ended August 31, 1929, in­
clusive, as  follows:
Cash on hand— September 1. 1928. .  $2,627.47 
R eceipts a s  per detailed  report . . . .  35,611.95
38,239.42
Cash disbursem ents a s per detailed
report ..................................................... 33,264.14
B alance —  Cash on hand and in
bank, A ugust 31. 1929 ................... 4,975.28
Bank balance as reported by the 
N a t’l M etropolitan Bank, W ash­
ington, D. C...........................................  7,026.28
L ess: Checks outstanding, Nos. 161
to 168, inclusive ..............................  2,051.00
B alance .........................................  4,975.28
In thanking you for the honor bestowed 
upon me at the last annual meeting, I 
wish to state that your Secretary and h is  
associates deserve your praise for the 
efficient manner in  w hich they adm inister 
your financial transactions.
Respectfully submitted,
THOMAS H. EVANS,
Treasurer.
REPORTS OF AUDITOR
Harrison & Grice 
Certified Public Accountants.
September 3, 1929. 
The Board of Directors,
The American Society of 
Certified Public Accountants.
Our Dear Sirs: Pursuant to engage­
ment, we have audited the accounts of 
The American Society of Certified Public 
Accountants for the year ended August 
31, 1929, and 
WE HEREBY CERTIFY that th e  ac­
companying Financial Statement and 
Statem ent of Income and Expenses cor­
rectly exhibit, respectively, the financial 
condition of the Society at August 31, 
1929, and the results of its operations for 
the year ended that date.
Respectfully yours,
HARRISON & GRICE, 
By J. B. GRICE.
Harrison & Grice 
Certified Public Accountants.
September 3, 1929. 
The Board of Directors.
Our Dear Sirs: Pursuant to engage­
ment, we have audited the accounts of 
The Accountants Publishing Company for 
the year ended August 31, 1929, and 
WE HEREBY CERTIFY that the ac­
companying Financial Statement and 
Statement of Income and Expenses cor­
rectly exhibit, respectively, the financial 
condition of the company at August 31, 
1929, and the results of its operations for 
the year ended that date.
R espectfully yours,
HARRISON & GRICE,
By J. B. GRICE.
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Talking Shop
A DEPARTMENT CONDUCTED BY L. GLUICK, C. P. A.
THE St. Paul Pioneer Press of July  19, 1929, announces that the Uni­versity of Minnesota has created 
the post of “field auditor.” The duties 
are to travel to the branches maintained  
in  various parts of the state and check up 
funds handled by station officers to pre­
vent or detect discrepancies. Ohio State 
University has had such a position for a 
long time, and we hope Minnesota gets as 
capable an encumbent as Charles Miller, 
the O. S. U. “examiner.”
T HE San Francisco Chronicle of July  
16th has two item s of interest to our 
profession. The first reports the presence 
in that city  of Messrs. Green and Van 
Fossan of the B. T. A. because California 
has more cases on the docket than any 
state but New York.
The other reports that the Marchant 
Calculator Company has been successful 
in  another step of its  patent infringem ent 
fight against the Monroe people; the lat­
ter have been ordered to make an ac­
counting of profits. Some Golden Gate 
C. P. A. has a fine engagement coming to 
him.
ACCORDING to an Atlanta, Georgia, des­
patch of July 25, Governor Hardman 
had a hard tim e getting his state senators 
to confirm the appointment of Tom W is­
dom as State Auditor. Well, if there’s 
anything in a name, the Governor de­
served to win.
T HE follow ing is quoted from “No Dam’ 
Yankee,” by Irvin S. Cobb: “It was 
decreed by the little  deputy fates who 
post up the ledgers for the lesser earth­
lings that in th is matter the main item  
of bookkeeping should be complicated 
w ith cross-entries and w ith debts greatly  
in  excess of the credits. There was a good 
deal of red-inking to the whole transac­
tion; any expert accountant w ill tell you 
what that means.” W ell th is accountant 
respectfully calls Mr. Cobb’s attention to 
the first rule of bookkeeping: “For every 
debit there must be an equal credit.”
T HERE is a popular impression outside 
of the m etropolis that social item s or 
personal mention in  the newspapers are 
confined to the “society folks,” the myth­
ical 400. As an adequate refutation of 
th is misconception we quote the following  
from the New York Evening Post of 
July 19:
“ACCOUNTANT BUYS A COOPERATIVE 
“Marvyn Scudder Takes Large Suite in  
New Structure at 180 East 72nd St.
“Brown, Wheelock: Harris, Vought & 
Co., sold to Marvyn Scudder of the account­
ing firm of Marvyn Scudder & Co., a suite  
of ten rooms and four baths in 180 East 
Seventy-second Street, a fourteen-story 
100 per cent cooperative, completed re­
cently for the Arezzo Realty Company by 
the T. E. Rhoades Company.”
T HE follow ing announcement of Presi­
dent Brundage of the National Ama­
teur A thletic Union, made August 8, is  of 
interest to our profession. The italics 
are ours.
“I intend to exert my influence at the 
next convention of the Board of Gov­
ernors towards the adoption of an amend­
ment which w ill provide that when called  
upon the managers of any event held 
under A. A. U. sanction must submit an 
audited  financial sta tem ent showing in  
detail income and disbursements.”
T HE laugh for this month concerns a 
traveling auditor for a chain store 
organization. Most of h is stops were in  
sm all cities w ith  only occasional long  
trips on lim ited trains. Then he fell ill 
and the surgeon told him he would re­
quire an operation. “It is not serious,” 
said the sawbone, “I can do it under a 
local anesthetic.” “Doctor,” answered the 
auditor, “if  it ’s just the same to you, I ’d 
rather take a sleeper.”
T HE follow ing from Theo. J. Feiveson, 
C. P. A., of Chicago, is  of unusual in­
terest:
“W hile delving into the history of pub­
lic accounting, I learned some remark­
able facts about the profession. In the 
belief that readers of your department 
may be interested in  my discoveries, I 
pass the information on to you.
“One of the earliest known references 
to accounting is to be found in  a treatise 
on arithmetic, w ritten by an Italian  
m athematician in the sixteenth century. 
But as a matter of fact, accounting was 
known long before then—we can trace 
its beginnings to the days of the Roman 
Republic.
“We often hear candidates for a C. P. 
A. certificate complain that the examina­
tions are a little too stiff. But just con­
sider what the Roman accountant had to 
contend with. In order to qualify for a 
certificate, he not only had to satisfy the 
examiners that he could handle figures, 
but he also had to convince them that he 
could w ield a chisel and handle scales.
“As you know, at that time, records 
were kept on stone tablets; and an ac­
countant actually had to chisel out his 
adjusting and closing entries before he 
could close his books. And he had to 
weigh the tablets in order to balance
them. The detection of fraud and cor­
rection of errors also constituted a vex­
ing problem. W hen a Roman bookkeeper 
made a m istake or wanted to cover up a  
false entry, he did not erase. He simply  
filled in  his previous entries w ith cement 
and w hen the cement hardened, the tab­
lets appeared perfectly smooth, as though  
nothing had been recorded thereon. An 
accountant needed sharp eyes and a deli­
cate sense of touch to determine w hich  
part of the tablet was pure stone and  
which part was cement.
“All th is may sound fanciful, but re­
cently a tablet was unearthed in the ruins 
of Pompeii which purports to be a Roman  
accountant’s certificate. The certificate 
is  chiseled out in  Latin characters, and, 
freely translated, reads as follows;
“ ‘I have weighed the tablets and au­
dited the records of Marcus Petronius 
and I hereby certify that the Balance 
Stone, w hich I am sending by my slave, 
is in  accordance w ith the records and 
represents, in mine opinion, a true state­
ment of condition, as of July 12, 213 B. C. 
“ ‘(Signed) CAIUS CATO, C. P. A.’
“Certain archeologists scoff at th is find 
and loudly proclaim it to be spurious. In 
proof of their contention, they triumph­
antly point out that no accountant at 
that tim e was in  a position to know that 
the correct date was 213 B. C.
“To w hich criticism s, we confidently 
answer, that accountants, even then, 
knew everything.”
IN  response to  several inquiries anent 
our article about the Navy Supply 
Depot, in  the August issue, we respond 
as follows:
1. The letters after our name mean 
Lieutenant, junior grade (w hich is the  
rank equivalent to a first lieutenant in  
the Marine Corps), Supply Corps, United  
States Naval Reserve. W hich only goes 
to prove that it  isn ’t  the number of let­
ters you can put after your name, but 
the number of figures you can put to the  
left of the decimal point on your checks, 
that counts.
2. The Navy Supply Depot in Brooklyn  
is several miles from the Navy Yard, is 
an independent unit, and the connection  
is like a dozen other activities in and 
around New York, through the Com­
mandant of the Third Naval District.
WE have just received word that an  
article w hich we wrote in  the Octo­
ber, 1926, issue of th is magazine, has 
been republished, w ith  credit, in the Jan­
uary, 1929, number of the Indian R ail­
way Accountants’ Journal, of Madras, 
India. The article was about Shakes­
peare, and he also supplies our comment,
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in Art. V, Scene 1, of the Merchant of 
Venice: “How far that little  candle 
throws h is beam s!”
E VERY auditor has used direct confir­
mation requests, and every auditor 
can tell incidents humorous or harrowing  
about the troubles that have arisen from 
circularizing customers and creditors for 
this purpose. Nine tim es out of ten the 
difficulty arose from the failure of the 
receiver of the request to read the request 
completely; no matter how simply 
phrased or how carefully arranged typo­
graphically they just didn’t read it all. 
The most numerous offenders were wo­
men. But rarely does such a situation get 
into the newspapers. But it did recently 
in W ilmington, Delaware.
In that city auditors, going over the 
tax rolls sent out requests for confirma­
tion to all delinquent taxpayers as of 
June 30. Naturally it was quite some­
time after the focal date before these 
circulars were issued. And the howl that 
was raised by citizens who had paid their 
arrears between the focal date and the 
date they received the requests for con­
firmation shook the city hall.
T HE Detroit Free Press for August 19th 
has an article about the appointment 
by Governor Green of a State Commis­
sion of Inquiry into Taxation. Of the 
nine appointees whose names are given, 
not one is  a C. P. A., or if he is, the Press 
thought that fact so unimportant that it 
did not mention it. Yet who is better 
qualified to deal expertly w ith taxes than 
a good accountant?
T WO criminal charges against Alvin  
Keddington, City Auditor of Salt 
Lake City, Utah, alleging misappropria­
tion of city funds, were dismissed by 
Judge Stump on August 16th.
IN  one of our articles printed about two 
years ago, we made reference to the 
contributory negligence of banks and 
bankers in many bankruptcy cases. At 
that tim e we invited some accountant who 
had more experience in that field than 
had had, to write an authoritative article 
on the subject. To date no one has done 
so. Yet a recent experience of ours shows 
that there must be a great deal of ma­
terial available. So since no one has 
written a full length essay on the subject, 
we herewith offer to edit a symposium of 
individual experiences of accountants 
which w ill either prove or disprove our 
theory. The more we get the better case 
we can present to the bankers.
Our own latest contact along these lines 
was that of a metropolitan National Bank 
which loaned a one-man corporation up­
wards of $450,000.00 w ithout a certified 
statement, and the first $350,000.00 of it 
without any statement whatsoever. Only 
when the man disappeared did they see 
fit to employ accountants, who had no
trouble in proving that the corporation 
and its  owners were and for a long time 
had been bankrupt. The bankrupt’s mer­
chandise creditors and a trust company 
were caught in  the smash. The National 
Bank has a big dent in its  surplus. And 
it  need never have happened.
T HIS w inter just past we were in a 
large plant which apparently gave 
the lie to the oft-insisted-on necessity for 
depreciation of assets. Nearly all of its 
furniture and fixtures were new about 
the time the A tlantic Coast was panicky 
about Cevera. Their scrap value was 
negative; i. e., the owner would have had 
to pay to have them removed. Yet to 
that owner, they were very nearly as use­
ful as if they had been new. Obsolete, 
yes; somewhat battered. But still of real 
“going-concern” value. Even at a con­
servative rate, they had long since been 
written off the books.
On the other hand we have all seen  
countless instances where the deprecia­
tion rate had not been sufficiently loaded 
for obsolescence, w ith the result that a l­
though the books showed a substantial 
residual value, and the asset still had 
much useful life left in it, still it  was 
necessary to scrap it because modern im­
provements had made it uneconomical, if 
not rankly extravagant, to continue to 
use it. There have probably been more 
bitter, one m ight almost say bloody, bat­
tles with Treasury conferees on th is mat­
ter than any one other.
But consider the case of an asset that 
doesn’t depreciate. Don’t say “there is no 
such anim al.” The asset in question is a 
joke. Perhaps you don’t know what a 
genuinely tangible asset that is. “Gag­
men” in Hollywood; comic strip artists; 
playwrights; colum nists; and other speak­
ers and w riters keep extensive and ex­
pansive card files of jokes. They alter 
them here; they change them there; some­
tim es they just keep them long enough 
so that they w ill appear new to a rising  
generation. But a genuinely new joke is 
rare; and a collection of old ones is a 
valuable asset, even though few account­
ants ever encounter one. And it just 
doesn’t depreciate. The fact is that any 
joke is a good joke until after you have 
heard it. A friend of ours got just as 
much enjoyment out of Oliver Wendell 
Holmes’ story about “Aged and Incurable 
Punsters” this year as the original read­
ers probably did 60-odd years ago. And 
the puns were old then. Certainly some 
of the so-called humor of the magazines, 
newspapers, movies, or what have you, is 
to be deprecated; but it just can’t be de­
preciated.
Take the case of the British trained ac­
countant, who had served a long appren­
ticeship, learning altogether from experi­
ence, and to whom our American custom  
of university courses in accountancy 
seemed a matter of dubious value, if  any.
H is eight year old son asked him one 
day, “Dad, what is meant by ‘College- 
bred?’ Is it any different than any other 
kind?” “Yes, my son,” answered the 
parent who knows his Joe Miller, or 
whatever is  the B ritish equivalent for 
that perennial classic, “It is a four-year 
loaf.”
F  was announced on August 21 that 
Alex. S. Banks was one of the direc­
tors of the newly chartered Italian-Ameri­
can Fire & Marine Insurance Company, 
of New York.
WE are not going to enter into a dis­
cussion of how the people of this 
country became so “book-minded” in the 
last ten years. The fact is, they are 
reading more than the most optim istic 
ever hoped for. Quality may not be up to 
quantity, but the latter is  som etim es a 
positive annoyance to the publishers. Ten 
or twelve years ago a publisher who could 
get two dozen reviews of a book con­
sidered him self in  luck; today a book 
whose advance advertising holds forth 
promise of success w ill cause a demand 
for 250 review copies. It did not take 
long for the cost accountants to show  
that supplying th is demand in full was 
not profitable. And so publishers have 
adopted rather rigid rules as to the num­
ber of review copies allow ed; thirty  
seems to be about the average. A ll at­
tempts to get reviewers to pay for their 
copies, which the publisher would supply 
them at cost, have been met w ith scorn. 
Those free review copies which are sent 
out are placed to the best possible ad­
vantage.
M R. GRAHAM ALDIS who is secretary 
of the National Association of Build­
ing Owners and Managers, has an article 
in the National Municipal Review in  
which he proposes improved procedure 
for carrying out public improvement 
projects. “The real estate board would 
assess real estate for taxation and ap­
praise property for condemnation. Engi­
neering societies would pass on contracts 
and help enlist technical personnel. The 
public accountants’ association would 
supervise the auditing of municipal ac­
counts.” A  good idea say we, especially 
the last part.
WE note w ith interest the formation of 
the Business Book League, Inc., which 
proposes to do for books on business 
what the Literary Guild and Book of the 
Month Club are doing for general read­
ing. But our interest alm ost vanished  
when we found that of the five men on 
the selecting committee not one was a 
C. P. A. We have no quarrel w ith the 
personnel of the committee; the choice 
o f  J. E. Meeker is particularly happy. 
But there should have been a represen­
tative of our profession. That’s our story 
and we are going to stick to it or be stuck 
with it.
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Symposium—Bankers’ Industrial Exposition
B y PER L EY  MORSE, C. P . A.
I AM going to open my talk today w ith a reference to the well-known and broadly advertised, 57 varieties.
However, I am not going to talk about 
pickles.
There are 57 varieties of many kinds 
of things, and I am going to refer to the  
57 varieties of accountants.
You may not realize that there are as 
many varieties of accountants as there 
are of pickles, but some of you who have 
employed accountants in  your business, 
I am sure, w ill agree w ith  me that here 
in New York City at least there are as 
many varieties of accountants as there 
are varieties of pickles. I am not saying  
that all of the 57 varieties of pickles are 
not w ithout merit, but in  selecting a 
pickle as w ell as an accountant, bankers 
at least, like good house-wives, want the 
best.
As to the 57 varieties in New York City, 
let me point out that New York is the 
mecca of public accountants. They flock 
here from practically every State in  the 
Union and practically every State in the 
Union has different kinds of laws or con­
ditions under w hich public accountants 
practice. We, therefore, have here in  
New York, practicing by license under 
the State law, 48 kinds of accountants, or 
accountants qualifying under 48 kinds 
of laws and regulations established by 
their own states. Besides these 48 varie­
ties we have here in New York, as no 
doubt there exists in  other states, several 
other varieties, including the bookkeeper 
out of a job, the consultant engineers, etc.
But, as Lewis Carrol, in  h is famous 
poem, The Jabberwolk, said: “Let us get 
down to more serious things — than  
pickles.”
How are we going to correct th is con­
dition of conflicting regulations and laws 
and varieties of accountancy that are the 
result of a lack of better control over the  
definition and practices of a public ac­
countant?
How is anyone employing a public ac­
countant going to know that he is  subject 
to the same kind of regulation and has 
gone through the same kind of schooling  
to secure h is right to practice or h is de­
gree, as exists in  other professions and 
so-called professions.
Do you know that if  you employ a 
corn doctor that he must have qualified 
according to the law as a corn doctor? 
Do you know that if  you employ a civil 
engineer he must have qualified as a civil 
engineer?
I could go on down through 100 differ­
ent so-called professions and point out the 
fact that these professions are standard-
Addresses delivered at the Bankers’ In­
dustrial Exposition at 11 W est 42nd 
Street, New York, on September 11, 
1929, and which were broadcast by 
Station WRNY.
ized and regulated in a way to protect the 
employer.
We have, in  th is state, made strenuous 
efforts to elevate the whole profession  
of accountancy by proper legislation.
We have introduced in  the legislature, 
during the past three or four years, bill 
after bill, altered and corrected and even 
approved each tim e by the Commissioner 
of Education of the U niversity of the 
State of New York, who has even gone 
on the floor and urged the passage of 
these bills. Yes, he has done more than  
that, he has helped frame them, so that 
they would coordinate w ith bills of a 
sim ilar character, governing professional 
work.
Now the public accountant is a peculiar 
personality. Perhaps he is no more pe­
culiar than the member of any other pro­
fession, but in the first place he has ideas 
of his own, individually and in  groups, 
and his group ideas are brought into high  
play when anyone talks about regulatory 
legislation.
There is always one group that desires
BANKERS INDUSTRIAL 
EXPOSITION
Under the above designation an exhibit 
of a year’s duration is  being conducted 
at 11 W est Forty-second Street, New  
York City, where there has been gath­
ered together samples of machines and 
forms especially adapted to the business 
of banking.
It is expected that on 260 days of the 
year there w ill be a half hour of broad­
casting relating to topics in w hich the 
business public is interested, the broad­
casting being done through Station  
WRNY.
Wednesday, September 11, 1929, was 
Public Accountants Day, the speakers for 
the occasion being Perley Morse, C. P. A., 
who spoke on “The N ecessity for Regula­
tion of Public Accountants” ; Howard F. 
Farrington, C. P. A., who spoke on “The 
Relation of the Accounting and Auditing 
Profession to Bankers and Indus­
tria lists,” and Herrmann Herskowitz, C. 
P. A., who spoke on “The Investing Pub­
lic and Trade Development.”
The next day the broadcasting was 
done by credit men and the follow ing  
day by representatives of advertising  
agencies.
to “hog it all,” and set up the standards 
in a way that w ill take the crust out of 
the mouth of the fellow  who is not inside  
of the breastworks.
Then there is another group, who is  
outside of the trenches, and who wants to 
get into the fort, and by their very num­
bers take possession of the whole legal 
regulation of public accountancy.
In th is group are found many who are 
not qualified to rank w ith  those longer 
and more skilled in  the field.
Then there is an intermediate group 
of “professional kickers” who are “agin” 
anything that seeks to bring them under 
the band of regulation.
Thus, you w ill understand why it has 
been impossible to secure regulatory leg­
islation and standardization under the 
law in the State of New York. It has not 
been possible to get a bill through hav­
ing the endorsement of a governor’s pen.
Even though, some years ago, one bill 
for regulating the profession of account­
ancy was passed—and I m ight say this was 
passed largely because the accountants at 
that tim e did not know much about legisla­
tion, at least not enough about it to get up 
a real fight against it—and so th is bill got 
through both houses of the legislature. 
It was vetoed by the governor on the 
grounds that it  m ight shut out some poor 
fellow  from earning a livelihood.
W ithin the memory of our fathers, the 
barber was the local surgeon. Suppose 
we let the local barber today into the 
practice of medicine, or shut him out 
from being a surgeon because he is not 
up to date as a surgeon.
That was about the situation. A lot 
of “barber accountants” wanted to be 
surgeon accountants and so the governor 
quashed the bill.
Now, for your approval, I want to sug­
gest a remedy for th is situation in  the 
interests of big business, of little  busi­
ness, of big financial houses, and of little  
financial houses, of bankers, of brokers, 
of private businesses and of everybody 
who has need of the services of a reliable 
public accountant.
I want to suggest that the bankers and 
perhaps their affiliated executives in  big  
business, get behind a standardized leg is­
lation that w ill put the profession of ac­
countancy on the basis whereby any man 
em ploying a public accountant, who bears 
the title  designated by th is state or some 
other state, w ill be a 100 per cent, Simon 
pure, reliable, efficient and up-to-date pub­
lic accountant, equipped and acquainted 
w ith the more modern system s of ac­
countancy, and its ally, the office business 
machine accountant and recording, tab­
ulating an d  computing mechanism—all a
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part of public accountancy in  these days, 
when big business or, in fact, sm all busi­
ness, could hardly exist or be profitable 
w ithout them.
A coordinated effort on the part of the 
bankers and industrial executives, w ith  
their high priced attorneys, could unques­
tionably draft satisfactory legislation that 
would mean efficiency and safety to them­
selves and give the accountants in  th is  
State, or in  any State, a standing and a 
square deal which they are now denied by 
the present discord and m isunderstand­
ings that becloud the profession.
B y HOWARD F. FARRINGTON, C.P.A.I  have been very much interested in  
Mr. Perley Morse’s message to you 
and wish to congratulate him on it. 
I have been asked to address you on 
the subject of some phases of the relation  
of the accounting and auditing industry 
to bankers and industrialists. Exception  
is  taken to the use of the phrase “ac­
counting and auditing industry” and a 
correction changing the word industry to 
profession should be noted, just as Mr. 
Morse corrected the slip  of his tongue 
changing h is phraseology to accounting 
profession.
Accountancy is not an industry, but 
rather a profession, which in England is 
now on a par w ith medicine and the law. 
Let me take tim e to relate someone’s apt 
definition of a Certified Public Accountant:
“A Certified Public Accountant is one 
who is qualified by training and experi­
ence, and offers h is services to the public 
in  the m atter of auditing or verifying  
financial transactions or accounting rec­
ords.”
Mention has been made by Mr. Morse 
of the necessity for accountants present­
ing reliable statem ents to bankers, and I 
am heartily in  accord w ith him when he 
states that a Certified Public Accountant 
who prepares and presents a false or m is­
leading statem ent or report should have 
h is certificate revoked by the State au­
thorities.
Bankers should be particularly inter­
ested in  certified statem ents to reduce 
credit frauds, which are annually amount­
ing to an alarm ing total of dollars in th is 
country. We have had an example this 
week of a half m illion credit fraud right 
in  th is city.
Fraudulent transactions usually take 
three steps—first, the misrepresentation  
of facts and conditions; second, the re­
moval or diversion of assets, and the 
third step is  insolvency or bankruptcy.
Bankruptcies are followed by receiver­
ships and I w ant to take th is opportunity 
of stressing the importance of the re­
ceiver’s use of the certified public ac­
countants’ services in  connection w ith all 
of the transactions and proceedings in  
bankruptcy. It was m ost interesting to 
note a recent statem ent in  the public 
press by Federal Judge W illiam  Clark of 
the United States D istrict Court of New­
ark to the effect that at every bankruptcy 
proceeding in the future, a Certified Pub­
lic Accountant w ill sit on the bench with  
him.
In place of the old tim e balance sheet, 
our firm is favoring statem ents of finan­
cial condition, in  slightly  more technical 
form than the fam iliar statem ent of its 
condition published by the Corn Ex­
change Bank, but rather leaning that 
way.
In our own practice we favor the prepa­
ration of statem ents m aking appropriate 
explanation of each item directly on the 
face of the statem ent rather than by the 
use of comments or footnotes. A state­
m ent of financial condition should be pre­
pared so that the banker to whom it  may 
be presented w ill be in possession of the 
full facts and w ill know whether the cash 
is  in any w ay restricted, whether the ac­
counts receivable are collectible and 
whether any amounts due from officers of 
the corporation are buried in the aggre­
gate of the amount presumably due from  
customers.
The statem ent should tell how the in­
ventories have been valued, whether at 
conservative cost or market prices or at 
some other and perhaps fanciful values. 
The bankers should know and the finan­
cial statem ent should tell him whether 
investm ents included among the assets 
have been pledged as collateral security  
to notes or loans payable and just how 
the asset values of such investm ents have 
been determined.
In the m atter of plant property and 
other fixed assets, the face of the state­
m ent should show whether adequate pro­
vision has been made for accrued depre­
ciation. Yesterday at the International 
Congress of Accountants in session at the 
Hotel Commodore, considerable tim e was 
devoted to a most interesting discussion  
of depreciation, particularly in respect of 
the properties of public utilities.
The statem ent of financial condition  
should be accompanied by a complete 
statem ent of earnings and profit and loss. 
The balance sheet is  not enough. That is 
only the standing still basis; you wouldn’t 
buy an automobile that way—you want 
to get into it and see how it w ill run. The 
profit and loss statem ent should be pre­
sented in  such form as to clearly show  
the comparative results of two or more 
operating periods.
The relation of the accountant to the 
industrialist is to  assist w ith the four 
big M’s of management—Men, Machinery, 
M aterials and Methods, and to render 
service in  the matter of the installation  
of accounting system s and to conduct 
audits and investigations.
In these days of keen competition the 
industrialist should be in possession of 
up-to-date statem ents. The last fiscal 
year report m ay be nearly a year old and 
a short period statem ent may be dis­
torted. Therefore, we have been prepar­
ing wherever possible statem ents contain­
ing “moving annual totals,” w hich are 
sim ply complete profit and loss state­
m ents for the very last twelve months. 
The preparation of these valuable state­
m ents is accomplished merely by drop­
ping the first month contained in the last 
fiscal year report and adding the current 
month. When you consider the conclu­
sions that may be drawn from a compari­
son of the results of the full year ended 
on the last day of the preceding month 
w ith the report of the last fiscal year, the 
value of the m oving annual total state­
m ent w ill be apparent.
We constantly urge our clients to com­
pare their periodic results w ith the com­
posite operating statistics in the industry  
of w hich they are a part in order to ob­
tain  their batting average. Such a com­
parison, particularly of cost of sales and 
expense accounts, w ill show just where 
expenses may be out of line, whether the 
advertising budget should be curtailed or 
increased, and whether too much rent is 
being paid.
I would like to call the attention of 
those present and those listening in, to 
the importance of the proper choice of 
the natural fiscal year for each industry  
and every merchant. The fiscal period 
should be closed at the tim e when inven­
tories are at low ebb. The old theory that 
the calendar year is the proper fiscal 
period has been definitely exploded. It is 
obvious to anyone giving the matter seri­
ous thought, that a retailer should choose 
January 31st in  each year as the end of 
his fiscal period, because of the fact that 
after the Christmas season and the Jan­
uary clearance sales it  is tim e to con­
servatively value the remaining merchan­
dise and close the books before the re­
ceipt of the new season’s goods. Not only 
i s a sm all inventory easier to value, but 
what is alm ost equally important it  is 
much easier to list.
The accountant also serves the indus­
tria list w ith the preparation of costs by 
departments and by products, so that un­
profitable processes, departments and 
products m ay be elim inated or made to 
produce a profit, by the elim ination of 
w aste effort or m aterial and the curtail­
ment of unnecessary expenses. The 
trained accountant can point out where 
excessively h igh inventories are being 
carried, so that funds tied up or frozen in  
inventories m ay be released for use as 
more liquid working capital.
In closing, let me ask you to give con­
sideration to two current topics of im ­
portance. The revision of the calendar 
is one of them and such change is of 
vital interest to  bankers, industrialists 
and accountants. I w ill not precipitate a 
discussion here but merely suggest that 
you acquaint yourselves w ith  the argu­
ments pro and con, inasmuch as you w ill 
shortly be called upon to take a position  
as to whether you favor or w ill oppose 
a change to thirteen calendar months of 
four w eeks each.
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My other request is that you support 
the growing movement for commercial 
arbitration. Court calendars are so over­
crowded that the speed which m ay be 
“vital in many instances is  impossible. A 
jury of laymen can not give an intelligent 
decision in  a technical case. Commercial 
arbitration makes possible an early de­
cision, em inently fair to both litigants 
and sends them away satisfied to continue 
their business relations instead of making 
them lifelong enemies, as is the result in  
so many court adjudications.
Your interest in  and support of this 
great movement is  therefore earnestly  
urged upon you.
I w ish to  extend my thanks for th is op­
portunity of addressing you.
B y  HERRM ANN HERSKOW ITZ, C.P.A.
T HE past decade has w itnessed the unprecedented increase of wide spread ownership of corporate 
■stocks. Prior to  the war, the amount of 
investors totalled about tw o m illion. The 
average man's surplus funds were then 
placed in savings accounts, or in bonds. 
At the end of the last Liberty Loan cam­
paign, it was estimated that the nation 
had over twenty-two m illion holders of 
Liberty Bonds.
T his vast army of security holders has 
since furnished the basis for the inevit­
able economic and financial revolution. 
T his group became investors and consti­
tuted a great body of prospects out of 
w hich an investment-conscious public has 
since developed. As a result we have 
w itnessed the unrelentless sh ifting of sur­
plus funds from bonds and preferred 
stocks into the realm of common stocks.
This movement was accelerated by a 
revival of industry follow ing the post-war 
deflation period. The war itse lf caused 
the unleashing of stored-up energy and 
the generating of a perfect degree of busi­
ness confidence w hich is the basis of our 
economic structure. In addition the 
change from a debtor to a creditor na­
tion, abundant natural resources, acceler­
ation of production, present day efficiency 
of labor and capital and the elasticity  of 
our credit system  have brought about a 
condition where the national income is in  
excess of our normal requirements.
Other factors in the development of 
dom estic trade were installm ent selling  
and the constant trend towards concen­
tration of capital. Large scale produc­
tion, made possible by the increasing sub­
stitution of machinery for man power 
coupled w ith the rapid distribution of 
goods were the contributing causes which  
made big business possible. It was there­
fore not surprising to see a w ell defined 
movement for the increasing mergers and 
consolidations of industrial, commercial, 
banking and insurance organizations.
The humming w heels of commerce were
further aided by the disappearance of 
archaic concepts of business entities or­
ganized under State franchises for the 
purpose of developing industry, afford­
ing mass contribution of capital and lim­
iting the risk of the individual to the 
amount of money contributed. There was 
a gradual change from individual and co­
partnership business to corporate units.
There was a realization that the cor­
poration has blazed the trail in commerce, 
conquered the forces of nature and to­
day m illions of people are the happy re­
cipients of its  blessings. An idea of the 
faith  of the public in  corporations, can 
be gleaned from the following figures:
There are between five and ten m illion  
stockholders in over 500,000 corporations 
representing a capitalization w ell in  ex­
cess of 100 billions of dollars.
With a sound economic structure as a 
basis, business attained great prosperity. 
M ounting profits were soon reflected in  
greater values for the common stocks. 
Steady rising prices had its effects. The 
opportunity to share in  the increasing 
w ealth of the nation w as at hand.
The “Grand Canyon” w ith its lambs, 
bulls and bears gave way to a nation of 
investors. Common stocks which were 
regarded as a medium for speculation  
gave way to conservative investments. 
They realized as did E. L. Smith in  his 
book, “Common Stocks as Long Term In­
vestm ents,” that over a period of years 
the values of diversified holdings of com­
mon stocks of representative corporations 
in essential industries, tends to increase 
in accordance w ith the operation of com­
pound interest. Such stock holdings may 
be relied upon, over a period of years, to 
pay an average income return on such in­
creasing values of som ething more than 
the average current rate on commercial 
paper.
In addition there was confidence in the 
Stock Exchange as a means for the de­
term ination and quick transfer of values. 
The Stock Exchange performs the eco­
nomic function of furnishing the neces­
sary machinery which permits invest­
ments to synchronize w ith  the commodi­
ties or class of services they represent. 
In other words, the movement of securi­
ties of w ell conducted corporations whose 
businesses represent basic industries, is 
in close sym pathy with the average prices 
of their products over a period of time.
W ith the great American public as a 
w illing partner in business, came a 
change in methods of financing. New  
capital w as raised by the issuance of com­
mon stock instead of bonds. The elim i­
nation of funded debts, business expan­
sion, mergers and consolidations and the 
refinancing of old privately owned cor­
porations were accomplished by means of 
th is new method.
A s pointed by David Friday, “During 
recent years m anufacturing and merchan­
dising companies have been listed on the 
New York Stock Exchange at a rapid rate. 
As a result their securities have come to  
be valued in the open market and have 
become an acceptable basis for bank loans. 
The public has found these securities at­
tractive and has bought them, sometimes 
w ith borrowed money.”
The desideratum in public participa­
tion in the nation’s profits has not been 
reached. John J. Raskob’s plan for a 
national partnership in  business is still 
in  its embryonic stages. In the mean­
time* other investm ent trusts have been 
formed, their object being to permit the 
sm all investor, who is confused by the 
ramifications in the field of finance, to  
partake of the dividend melons.
W ith the public and investm ent trusts 
open bidders for common stocks there has 
resulted an attenuation of desirable in­
vestm ents. The highest stock price level 
in  the history of our nation has caused 
a continuous and normal consumption of 
goods. Luxuries of yesterday are the 
necessities of today. The constant quest 
for profits and dividends has brought un­
paralleled industrial efficiency. Despite a 
gradual decline in  commodity prices, busi­
ness has managed to m aintain itself.
A nation of business partners is the 
economist’s  dream of an industrial Utopia. 
The layman by means of a real interest 
in  business matters has learned that we 
live in  a cooperative economic society. 
He has become awakened to the factors 
of production and their relationship. As 
a result a growth of mutual respect of 
capital and labor has become a reality.
Our political leaders have sensed these 
changing economic trends. The destruc­
tive radical has disappeared and in his 
place has emerged the practical construc­
tive leader who has come to the realiza­
tion, that the basic economic structure 
m ust be permitted to remain unimpaired 
if  the national well-being is to continue.
The platform s of our major parties 
have become intertwined w ith industrial 
problems. Federal and State adm inistra­
tive bodies have assumed the aspect of 
colossal business organizations. The main  
desire has been to perfect and bring about 
the ideal condition where the economic 
well-being of every individual should be­
come an assured fact.
It is  not surprising to find that a great 
engineer and economist now guides the 
destinies of our nation. He has sur­
rounded him self w ith able business men, 
outstanding accountants, and great law­
yers in order that the economic mil- 
lenium  should be reached.
The perpetuation of our prosperity and 
further trade development w ill be brought 
about by a still wider diffusion of public 
ownership of corporate stocks. The never- 
ceasing flow of funds w ill bring about an 
industrial renaissance never w itnessed in  
the history of nations.
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International Congress On Accounting
T HE third International Congress on Accounting, sponsored this tim e by the American Institute 
of Accountants, The American Society 
of Certified Public Accountants, the Na­
tional Association of Cost Accountants 
and the American Association of Univer­
sity  Instructors in Accounting, w hich or­
ganizations were assisted by the various 
State Societies of Certified Public Ac­
countants in  the United States, proved 
to be even a greater success than had been 
anticipated.
The total enrollment exceeded 1800, 
many of whom were not present at any 
of the sessions, and yet, except for the 
last session, each m eeting maintained an 
audience of not less than 500.
The Congress began w ith an informal 
reception and concert in the ballroom  
of the Commodore Hotel, New York City, 
Sunday evening, September 8, 1929. The 
Jacques Green Salon Orchestra furnished  
the m usic for the reception and for part 
of the program.
The Sabbath Glee Club of Richmond, 
Virginia, a choral society composed of 
negro men whose purpose it  is to pre­
serve the emotional melodies of their 
race, was represented by twenty-one of 
their number who rendered more than a 
score of songs. This group sang w ithout 
accompaniment and won the hearts of the 
listeners.
Monday morning the Congress opened 
at ten o’clock. Morning and afternoon  
sessions were held each day until Satur­
day when the Congress adjourned at noon. 
Colonel Robert Montgomery was the Pres­
ident of the Congress and for each day’s 
session two honorary chairmen were se­
lected, one representing foreign countries 
and the other representing the United 
States. The active chairmen were se­
lected from sponsoring organizations.
The Congress w as favored w ith the 
presence of Joseph E. Sterrett, President 
of the International Congress held at St. 
Louis in  1904, and E. van Dien, President 
of the International Congress held at 
Amsterdam in  1926.
W hile all the various comm ittees ren­
dered valuable service to  the Congress, 
the casual observer readily discovered 
that the men upon whom the greatest 
responsibility fell were Robert H. Mont­
gomery, President, Giles L. Courtney, the 
Executive Secretary, Andrew Stewart, 
Chairman of Committee on Arrangements, 
James F. Hughes, Chairman of the Re­
ception and Printing Committees, Martin 
Kortjohn, Chairman of the Registration  
Committee, Floyd H. Rowland, Chairman 
of the Committee on Exhibits, F. M. 
Schaeberle, Chairman of the Committee
on Admissions, and P. W. R. Glover, 
President of the New York State Society.
An extensive exhibit of mechanical 
equipment was provided in the foyer and 
east and w est ballrooms and the members 
of the Congress devoted considerable time 
each day to its inspection. The exhibi­
tors were Addressograph Company, The 
American Accountant, American Sales 
Book Company, Limited, American Tele­
phone & Telegraph Company, Burroughs 
Adding Machine Company, Dictaphone 
Sales Corporation, Diebold Safe & Lock 
Company, Ditto, Incorporated, Ediphone 
Company, The Egry Register Company, 
Elliott-Fisher Company, F elt & Tarrant 
Manufacturing Company, International 
Business Machines Corporation, Monroe 
Calculating Machine Company, The Post­
age Meter Company, Postindex Company, 
Incorporated, Remington Rand Business 
Service, Incorporated, The Todd Com­
pany, Underwood Typewriter Company, 
Varityper, Incorporated, Visible Records 
Equipment Company.
An exhibit of historical m aterial relat­
ing to accounting from the earliest tim es 
to the present was open to inspection at 
Columbia U niversity throughout the en­
tire week. Photostatic material, in ad­
dition to actual books and documents, be­
ginning w ith the 15th century, were on 
display.
N ew York U niversity provided an ex­
hibit throughout the entire week of uni­
form cost system s of thirty-two different 
trade associations and industries.
Committee on Entertainm ent arranged 
for various social and entertainm ent 
events.
Sunday the foreign members and ladies 
were guests of Colonel and Mrs. Mont­
gomery at Wild Acres.
Each noon luncheons were sponsored 
as follows: Monday, the American Insti­
tute of A ccountants; Tuesday, The Ameri­
can Society of Certified Public Account­
ants; Wednesday, Forty State Societies of 
Certified Public Accountants; Thursday, 
the National Association of Cost Account­
ants; Friday, the Arbitration Association  
of America; and Saturday the American  
A ssociation of U niversity Instructors in  
Accounting.
Sixty-four representatives from foreign  
countries, in  attendance upon the Con­
gress, were guests Tuesday noon for the 
luncheon given under the auspices of The 
American Society. At the close of the 
luncheon Mr. Stuart McLeod, Secretary 
of the National Association of Cost Ac­
countants, representing the committee in  
charge of these luncheons, presented the 
Secretary of The American Society, who 
in turn presented President Hughes and 
Vice Presidents Peisch and Cole, newly
elected officers; Past Presidents Upleger, 
Banks, Dunn and Tanner; Vice President 
W itting and Treasurer Evans of the year 
just closed; Directors Nicholson, Staub, 
D ietze and Rawlings; Messrs. Madden 
and Andrews, delegates representing The 
American Society at the Amsterdam Con­
gress in 1926; Messrs. Klein, Kohler and 
Castenholz, chairmen of committees of 
The American Society; and W. T. Sunley, 
one of the department editors of THE  
CERTIFIED PUBLIC ACCOUNTANT. 
Speeches having been barred, the entire 
ceremony was over inside of ten m inutes, 
after which the members and delegates 
interchanged informal greetings.
Monday evening the members and 
ladies joined in a bridge party in the 
rooms of the Accountants’ Club of 
America.
Tuesday evening the official dinner and 
dance of the Congress was held under the  
sponsorship of the New York State So­
ciety. One hundred and eighteen foreign  
representatives and friends, representing  
seventeen countries, were guests. The 
seating was arranged w ith the idea of 
having some of our foreign accountants 
at each table along w ith representative 
accountants from the United States. At 
the close of the dinner Toastmaster 
Glover, President of the New York State 
Society, felicitated the United States on 
the presence of so many of the account­
ants from abroad, and then introduced 
Sir W illiam  Plender, of England, and E. 
van Dien, of Holland, who responded on 
behalf of the guests, follow ing w hich  
President Montgomery made a few  ap­
propriate remarks. The remainder of the 
evening was spent in dancing.
Thursday afternoon the crowd enjoyed  
a boat trip up the Hudson to W est Point 
and return. Dinner was served on the 
boat. Dancing w as enjoyed by som e and 
cards by others.
As announced, all papers had been 
printed in  advance and were mailed to  
the members of the Congress or delivered 
to  them on arrival so that none were read 
and the entire tim e was occupied in  dis­
cussion. The large number of persons 
present at each meeting, together w ith  
the desire on the part of a large number 
to enter into the discussion, raised the 
question in  the minds of many as to 
whether it m ight not be better at the 
next Congress to arrange for several dis- 
cussional groups at the same tim e so  that 
members could attend those covering the 
subjects in which they were the most 
interested.
The proceedings w ill be printed in book 
form, two volumes, including both the  
papers and the discussion and all who  
registered w ill receive the same. Much
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valuable m aterial w as presented in  both 
papers and discussions and it is antici­
pated that there w ill be a considerable 
demand for the proceedings, when pub­
lished from those who could not be 
present.
One of the busiest individuals in  con­
nection w ith the Congress was Arthur 
R. Tucker, Managing Editor of The Amer­
ican Accountant, w hich magazine issued  
a daily supplement containing summaries 
of the papers of that day and other in­
form ation which was of interest to those 
present.
It is  expected that the next Interna­
tional Congress w ill be held in London.
THE PRESIDENT’S MESSAGE
(C on tin u ed  from  p a g e  292)
w ell be turned to the constructive work 
of building. We have been satisfied to 
an extent w ith our analysis of accounts. 
The tim e has come to give full considera­
tion to the synthesis of accounts, and use 
our talents in building business, becom­
ing benefactors to industrial progress.
Certified Men Outside the Field of Pub­
lic Accountancy
Outstanding certified public accountants 
are in  demand by industrial and civic 
leaders throughout the country. Many 
men are called from the field of public 
practice to become industrial tycoons, and 
even enter the field of politics. We are in­
deed fortunate in  being able to secure sev­
eral who w ill speak to us tomorrow morn­
ing about their work, and it is  my pleas­
ure to call to your attention several who 
have left our field for other work. Among 
them we have McLaughlin, a certified 
public accountant, former superintendent 
of banking in New York State, former 
police comm issioner of New York City, 
and now the head of a large trust com­
pany.
In the automobile industry we find Ers­
kine, head of the Studebaker Corporation, 
and Butler, of the F isher Body Company. 
In Government service we have Tilton, 
Third A ssistant Postm aster General. In 
the mercantile field we have Roberts, of 
Sears, Roebuck & Co. In banking we 
have Scott, of the Bankers Trust Com­
pany; Judd, of the Irving Bank. In man­
ufacturing we have Anderson, of the 
W estern Electric, and Cranford, of Dun­
lop Tire Co. And so I m ight continue 
nam ing outstanding men who have left 
our field for other vocations. The supe­
rior training of the certified public ac­
countant places him in an enviable posi­
tion  for advancement.
Income Tax
The Treasury surplus of $185,000,000 
for the fiscal year ending June 30, 1929, 
indicates that the rates in  the present 
law may be substantially reduced. It is
felt by your directors that th is reduction 
should come through a reduction of the 
rates on capital gain. Much agitation has 
developed for an increase in  earned in ­
come credit, but we feel that for many 
reasons, chiefly because of the many er­
rors in  computing th is credit, it  should 
be done away w ith entirely and if nec­
essary the personal exemption be in­
creased.
In Memoriam
Public accountancy has suffered irre­
trievable loss during the past year in  
the deaths of several of our members 
whose names are listed in the report of 
our secretary. These splendid workers 
in the field of public accountancy have 
not really quite left us. These friends 
have passed through the shadow of death 
to the sunlight above. They are held 
close to us forever by a thousand endear­
ing sw eet memories which hold them fast 
to the friends and places which they at 
one tim e blessed w ith their presence and 
love.
Committees
The officers and committees have given  
unstintedly of their tim e and effort in  
the furtherance of our work, and it is 
my desire to now express my profound 
appreciation to all of them for the un­
selfishness w ith  which they have carried 
on. They have held meetings, developed 
programs and have carried them on w ith  
astonishing results, ever mindful of the 
general weal of the profession. The re­
sult of their activities w ill be found in  
their several reports.
The Board of Directors for the past 
year was the hardest working and most 
earnest board w ith w hich it has been my 
pleasure to serve. They have attended 
m eetings w hich lasted for days, and did 
so cheerfully. The Advisory Board co­
operated w ith  us to the very fullest ex­
tent.
Finally, permit me to express a word 
of appreciation for the splendid work of 
our office force. They are all trem en­
dously interested in the work, and the 
thanks of the profession are due them, 
for each one has earnestly labored to 
advance the general progress of the So­
ciety.
Conclusion
The cem enting force of an enduring 
society is a consciousness that mutual 
understanding and service are essen­
tial to the achievem ent of better con­
ditions. In our daily life the best neigh­
bors call upon each other and establish  
friendships, and through their ties of 
friendship m atters are accomplished for 
their mutual benefit. This is the object 
of The American Society, to effect better 
understanding through contact and dis­
cussion. We have one desire, to cooperate 
to a constantly improving understanding,
to a common progress in  the development 
of our profession and to the common at­
tainm ent of a recognized position in  the 
world of business.
NEW YORK MEETING
(C on tin u ed  from  p a g e  294)
w est, my dear friend, Herman C. J. 
Peisch, of Minneapolis.”
“It has been some tim e since the Pacific 
Coast has been represented on our offi­
cial board, and it is  w ith  a great deal of 
pleasure that I am accorded the oppor­
tunity of introducing to you our second 
vice president, chosen from the great 
clim atic State o f California. It was my 
pleasure in  June of th is year, to make a 
v isit to that wonderful State, and a num­
ber of accountants gathered together for 
a luncheon, at which tim e m atters of in­
terest were discussed. At that tim e I 
was impressed w ith one of the leaders of 
th is meeting, and since then have learned 
to know him better, and the more I meet 
th is man the more I appreciate h is sev­
eral qualities. He is  a man of clear 
vision, of great energy, and is beloved by 
his associates in the Far West. I, too, 
have learned to love him, and he ranks 
with those several men of California who 
have already contributed much to our So­
ciety, Mr. Leslie Everts, of San Diego, 
Mr. B. W. Bours and Mr. Wm. Dolge, 
of San Francisco, Mr. Reynold Blight, of 
Los Angeles, and many others. I look 
forward to our new second vice president 
to accomplish much in that Far W est 
country. It gives me a great deal of 
pleasure to introduce to you Ralph W. E. 
Cole.”
“W hile the money that we have in our 
treasury is  very efficiently handled by 
our secretary, nevertheless, according to 
our constitution, we are required to have 
a treasurer. Just how arduous his duties 
are I am unable to say, as it has never 
been my privilege to serve in that capac­
ity, but I really im agine that the work 
could be carried on after hours if  one 
is not inclined to go to bed early.
“For the office of treasurer you 
have selected a Rhode Island Red. It 
was in the City of Pittsburgh that Rhode 
Island first became famous in The Amer­
ican Society, when its delegate, Mr. 
Steve Karoco, stampeded the convention. 
In the next year at New Orleans, the 
pewee State sent a director, who was 
anything but a pewee. He proved him ­
self thoroughly interested in our So­
ciety. He attended the m eetings of the 
Board, entered into the discussions, and 
the advice that he gave was usually  
sound and constructive.
“It is  therefore a great pleasure to me 
to announce that you have again elected 
th is man to your official line-up, and that 
he w ill look out for your finances for the 
coming year. He is a very dear friend of
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mine, and for that reason I am especially  
glad to introduce him to you. It gives 
me great pleasure to present to you 
Earl S. Clark, of Rhode Island.”
“I still, have one more officer to intro­
duce to you, hut really I think that I 
should be introduced by this officer. 
There is  no one who is  more highly re­
spected, or more w ell known than he, 
and I would appear ridiculous were I to  
attempt to introduce him to you. W ith­
out further ceremony I w ill simply say 
that your Board has re-elected D. W. 
Springer as your secretary.”
Following this, Harry Montgomery 
took charge of the N ight Club entertain­
ment during which the following fea­
tures were presented: Coral Gables Re­
vue, A Glittering Galaxy of Gay God­
desses Gorgeously Gowned, Snappy Danc­
ing Revue of 10; Jack and Merrill Holtz, 
World’s Youngest Dancing Team; Han­
ley Sisters, Snappy Tap Dancers—late 
feature of Parody Club; Gerald and Hoag, 
“The Hollywood H orse” Comedy Novelty  
Dancing, Act; Blanche and Elliott, Sen­
sational Dancing Team featured at Will 
Oakland’s—Adagio and W hirlwind; Barr 
and Davis, A Headline Featured Act— 
The Female Van and Schenks; The Three 
Midnite Steppers, Colored Boys who 
Dance and How!
At the close of these features the com­
pany danced to th e  music of Skrilow’s 
Orchestra till the wee sma’ hours.
M E A SU R E S A G A IN ST  D O U BLE  
TA X A T IO N
(C on tin u ed  from  p a g e  296)
venting double taxation many of the Eu­
ropean countries have concluded bilateral 
treaties to solve their tax difficulties. The 
treaties concluded by Italy w ith its 
neighbors are based, in general, on the 
allotting of impersonal taxes to the coun­
try of origin and personal taxes to the 
country of domicile.
The treaties between Germany and its  
neighbors assign most kinds of income 
to the country of origin, for tax purposes, 
leaving, in general, only annuities and 
miscellaneous item s to  the country of 
residence. Germany’s recent treaty with  
Sweden, and most of the treaties to which  
Austria, Hungary, Czechoslovakia, and 
Poland have been parties, are on this 
basis. In the German-Swedish treaty the 
principle of taxing income from securi­
ties at domicile is stipulated, but excep­
tions are admitted in favor of the coun­
try having a tax deductible at source. 
Germany is said to have concluded a 
sim ilar agreement w ith the Netherlands.
Great Britain and the Irish Free State 
have favored the country of residence by 
declaring the reciprocal exemption of all 
kinds of income derived in one country
by persons resident or corporations con­
trolled in  the other.
It is rumored that France and Italy  
have drafted a double-taxation treaty and 
that Switzerland is negotiating w ith other 
countries, but the terms of these agree­
ments have not yet been published.
Uniform M ultilateral Treaty Ultimate 
Goal of Chamber
The striking feature of this movement 
is the diversity of method and principles 
applied. The w ish of the International 
Chamber was to check th is by setting up 
a single goal, w hich balances the con­
flicting interests of debtor and creditor 
countries, in order to assure uniformity  
in international tax law.
Taking into account these various ten­
dencies, and recognizing the obstacles 
raised by budgetary needs, the Amster­
dam resolution of the International 
Chamber, nevertheless, recommends ad­
hering as closely as possible to the prin­
ciple of residence. It also, for the time 
being, indorses the bilateral convention  
as a means to minimize double taxation, 
and commends as models the conventions 
drafted at Geneva. As uniform ity is most 
desirable, however, the congress offers 
its own project, describing it as a “con­
solidation of the three Geneva conven­
tions into a simple system  based upon 
the principles w hich inspired them.” It 
expressed the conviction that “the adop­
tion of th is unified method by the princi­
pal industrial and commercial countries 
would constitute a really effective ad­
vance toward the final elim ination of 
double taxation.”
In accordance w ith its view  that the ul­
tim ate solution of the problem lies in the 
adoption of a uniform m ultilateral treaty, 
the International Chamber further con­
siders that it w ill be highly desirable 
to convoke at the earliest opportunity an 
international conference with the object 
of preparing such a treaty.
T H E  U N IT E D  TY PO T H E T A E
The United Typothetae of America held 
its 43rd annual convention at the May­
flower Hotel, W ashington, D. C., from 
September 16 to 19, 1929. Accounting and 
the Accountant played an important part 
in the sixteen sessions which were held.
The number of regularly assigned  
speakers for the major subjects of the 
program were: Accounting and the Ac­
countant, fourteen; Association Problems, 
thirteen; Sales Problems, ten; Education, 
eight; Management and Miscellaneous, 
seven each; Production and Engineering  
Problems, five.
The newly elected officers are George 
R. Keller-, Detroit, President; W illiam  
Pfaff, New Orleans, John R. Demarest, 
New Haven, and Donald Rein, Houston,
Vice Presidents; and G. F. Kalkhoff of 
New York, Treasurer.
M E ETIN G  OF ST A T E  SO C IETY  
O FFIC ER S
In response to an invitation extended  
by P. W. R. Glover, President of the 
New York State Society, M. E. Peloubet, 
former President of the New Jersey 
State Society, W. H. Van Tifflin, Presi­
dent of the Michigan State Association, 
David Himmelblau, President of the Illi­
nois State Society, and Norman L. Mc­
Laren, President of the California State 
Society of Certified Public Accountants, 
presidents of State societies or represen­
tatives appointed by them, gathered in  
the Tavern Inn, Hotel Commodore, New  
York City, Monday evening, September 9, 
at eight o’clock for a conference on mat­
ters relating to State accounting legis­
lation.
P. W. R. Glover was chosen as chair­
man of the m eeting and M. E. Peloubet 
as secretary. After a few remarks by 
different individuals as to the general 
subject, several suggestions were made 
as to what m ight be done in a m eeting of 
this sort to increase the professional 
activity of the various societies. It was 
realized that w hile some of those present 
might be said to have authority to bind 
their organizations by at least what 
m ight be known as a gentlem en’s agree­
ment, the better policy would be for the 
m eeting to transm it to the several State 
societies any suggestions w hich it was 
thought m ight be considered by them. 
A cting on that theory three motions were 
unanim ously carried. The first was a 
recommendation to State societies of 
States which should have under consid­
eration the enactment of new legislation  
or the amendment of existing laws that 
it would be w ell to consider the neces­
sity  for perm itting the exercise of as 
much freedom as is possible on the part 
of accountants, who may be called upon 
to follow capital to or make investiga­
tions for clients in other States than  
those wherein their regular offices are 
located.
The second suggestion was to the ef­
fect that whenever in any State amend­
ments or new laws were being consid­
ered, it  would be well to confer w ith the 
societies of neighboring States w ith  the 
idea of securing as free a comity be­
tween States as possible.
The third suggestion was that meet­
ings of this character where officers of 
State societies m ight interchange ideas 
would be beneficial to the profession and 
that the officers of the American In­
stitute and of The American Society  
should be requested to make provision in 
their programs for a tim e when such 
m eetings m ight be held.
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STATE SOCIETY NEWS
ALABAMA
The annual m eeting of the Alabama 
Society of Certified Public Accountants 
was held Monday, September 2, 1929, at 
the Jefferson Davis Hotel in Montgomery, 
Alabama, and was attended by Certified 
Public Accountants from all over the 
State. Many m atters of importance to 
the profession were discussed.
The Society voted a sum of money to 
be used in accounting research work at 
the U niversity of Alabama, such work to 
be conducted by a student in the com­
mercial department of the university. The 
handling of this fund was delegated to 
the committee on education of the Ala­
bama Society.
Technical papers were delivered as fol­
lows: Mr. Robert E. Troy, of Montgom­
ery, presented “Treatment of Surplus 
Where Capital Stock Has No Par Value” ; 
Mr. Francis B. Latady, of Birmingham, 
presented “The Natural Business Year” ; 
and Mr. W illiam  J. Christian, of Bir­
mingham, presented “The Accountant’s 
R esponsibility for Inventories.”
The m eeting extended a rising vote of 
thanks to Mr. John F. Andrews, of Bir­
mingham, for his splendid work as secre- 
tary-treasurer of the Alabama Society of 
Certified Public Accountants, a position  
held by Mr. Andrews for the past ten 
years. Mr. Andrews retired at th is meet­
ing.
The members elected the follow ing offi­
cers for the coming year: President, Mr. 
W illiam  J. Christian, of Birmingham; 
secretary-treasurer, Mr. E. H. Nowlin, of 
Birmingham; chairman of council, Mr. 
V. R. Pritchard, of Mobile; members of 
council, Mr. John F. Andrews, of Bir­
mingham, Mr. James E. Dowe, of Mont­
gomery, Mr. H. C. Crane, of Montgomery, 
and Mr. George D. King, of Gadsden.
The society authorized and delegated 
the newly elected president to represent 
the Alabama Society of Certified Public 
Accountants at the International Con­
gress of Accounting held in New York 
City the 9th, 10th, and 11th of Sep­
tember. The president was also delegated 
to represent the society at the conference 
on accountancy legislation during Sep­
tember held in New York.
IOWA
At the annual m eeting of the Iowa 
Society of Certified Public Accountants, 
held in Des Moines on August 31, 1929, 
the follow ing officers were elected: Presi­
dent, Carl B. Myers, Cedar Rapids; vice 
president, W illiam Guthrie, Sioux City; 
regional vice presidents, E. C. W orthing­
ton, Cedar Rapids, A. H. Hammarstrom, 
Clinton, and P. L. Billings, Des Moines; 
treasurer, George Parker, Des Moines; 
secretary, E. A. Bertholf, Des Moines.
MASSACHUSETTS
The Committee on Legislation of the 
M assachusetts Society of Certified Pub­
lic Accountants, composed of Charles F. 
Rittenhouse, Richard D. Seamans and J. 
Chester Crandell, chairman, made the 
follow ing report to members in regard 
to the Macallen case.
“Members of the Committee on Legisla­
tion have had several inquiries from 
members of the society asking the advice 
of the committee regarding the filing of 
claims under the Macallen case. We, 
therefore, feel that th is summary may be 
of interest to other members.
“We recommend that a formal claim  
be filed prior to Septem ber 20, 1929, on 
Form 382, under Section 27, chapter 58 
of the General Laws by each Massachu­
setts corporation whose 1927 return on 
line D2, page 4, reported any interest 
from obligations of the United States and 
instrum entalities and possessions thereof, 
or from obligations of the Commonwealth 
of M assachusetts and political sub­
divisions thereof, provided the words 
‘tax-exempt’ are written on the face 
of such State, county and municipal 
obligations, th is claim to be filed for 
the reason that the tax based upon this 
item was illegally  assessed, as determined 
by the Supreme Court of the United 
States in the case of The Macallen Com­
pany vs. Commonwealth by decision rend­
ered May 27, 1929.
“The filing of sim ilar claims in con­
nection w ith the 1928 returns may well 
be deferred, as the tim e lim it on such 
claims in the ordinary case does not 
expire until September 20, 1930.
“The committee does not recommend 
the filing of claims for an abatement 
of excise taxes in  full, based upon the 
theory that the effect of the judgment 
in the Macallen case was to make such 
portion of the law relating to domestic 
business corporations as set forth in 
sections 30 to 51 of chapter 63 null and 
void w ithin the meaning of section 52. 
We feel that the chance of this conten­
tion being sustained is extremely re­
mote, and even if it should be sustained, 
we believe the relief provisions of sec­
tion 52, chapter 63 are entirely adequate 
to protect the equitable rights of tax­
payers, and that in the remote contin­
gency of any refund being obtained from  
the filing of such claim, such refund 
could only be obtained at the expense 
of other taxpayers, and could not in any 
equitable sense be justified.”
MINNESOTA
The Minnesota Society of Certified 
Public Accountants elected the following 
officers at the last meeting, held on Sep­
tember 24, 1929, to serve for the coming 
year: President, Arthur E. Low, Min­
neapolis; first vice president, Jarl Han­
son, Duluth; second vice president, L. J. 
Byers, St. Paul; secretary, Edwin L. 
Pearson, Minneapolis; and treasurer, E.
A. Waldo, Minneapolis.
The m eeting was unusually w ell at­
tended as over 70 per cent of the mem­
bership was represented either in person 
or by proxy.
The September m eeting was the 
tw elfth for the year just closed, during 
which tim e several interesting speakers 
and papers were heard by the society  
which manifested its interest by large 
attendance even during the rush period.
PENNSYLVANIA
The Pittsburgh Chapter of the Pennsyl­
vania Institute of Certified Public Ac­
countants, through its Publicity Commit­
tee, of which M. D. Bachrach is Chair­
man, has released an attractive brochure 
containing a brief history of the organiza­
tion and a complete membership directory. 
Copies of the directory w ill be placed in 
the hands of bankers and business leaders 
throughout W estern Pennsylvania.
This first directory to be issued by the 
Pittsburgh Chapter is indicative of the  
growth of the profession in that district. 
Organized in 1922 w ith but a handful of 
members, the Chapter now lists a mem­
bership of approximately one hundred 
certified public accountants.
The present officers are: Chairman, J. 
M. Cumming; Vice Chairman, Ernest 
Crowther; Secretary, Adrian F . Sander- 
beck; Treasurer, W. W. Colledge.
WEST VIRGINIA
The annual m eeting of the W est Vir­
ginia Society of Certified Public Account­
ants was held at Parkersburg, W est Vir­
ginia, on August 15.
The Secretary of The American Society  
was present during the day and took part 
in the general discussions. The import­
ance of cooperation between bankers and 
certified public accountants in  the matter 
of obtaining certified reports from busi­
ness firms of all types was the most 
w idely discussed matter presented.
The Society authorized the preparation  
of proper resolutions regarding the death 
of S. A. Blustein and the serious illness of 
John P. Vaughan.
The election of officers for the ensuing  
year resulted in: President, Donald P. 
Fleming, of Parkersburg; Vice Presi­
dents, N. G. Somerville, of Huntington, 
and E. J. Grace, of Charleston; Secretary, 
David A. Jayne, Charleston; Treasurer, 
N. S. Fitzhugh, Charleston. Directors 
elected for a period of three years were: 
Jesse L. Cramer, Parkersburg; Donald 
P. Fleming, of Parkersburg, and N. G. 
Somerville, Huntington.
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ANNOUNCEMENTS
Jonathan Cook & Company, Certified 
Public Accountants, w ith  executive offices 
in  Chicago, announce the opening of their 
own offices at 60 W all Street, New York 
City.
Mattison, Davey and W inters, Certified 
Public Accountants, have moved their 
Tulsa, Oklahoma, office to the sixth floor 
of the Kennedy Building.
Eugene F. McCafferty, C. P. A., an­
nounces the form ation of E. F. McCafferty 
and Company, Certified Public Account­
ants, for the practice of accountancy in  
the Union Trust Building, Detroit, Michi­
gan.
Robert N. Dedaker, C. P. A., Merchants 
Bank Building, Indianapolis, Indiana, an­
nounce that John S. Lloyd, C. P. A., 
formerly of Wilkes-Barre, Pennsylvania, 
is associated w ith the firm.
Peat, Marwick, Mitchell & Co., announce 
that they have admitted Mr. E. A. Cam­
man, C. P. A., to partnership in their 
firm. Mr. Camman for many years has 
been a manager in their New York office.
Lawrence A. Hohmann, C. P. A., is now 
located at 708 Colonial National Bank 
Building, Roanoke, Virginia.
Angus Steven & Co. announce the re­
moval of their offices to 33 North La Salle 
Street, Chicago, Illinois.
Ben M. Davis, C. P. A., announces the 
opening of h is office in the Mims Build­
ing, Abilene, Texas, for the general prac­
tice of public accountancy.
Ornstein, R ifkin Co., Certified Public 
Accountants, announce the removal of 
their offices to  the Bar Building, 36 West 
44th Street, New York City.
Prentice L. Meadows & Co., Certified 
Public Accountants, announce the re­
moval of their office to Suite 613 Red 
Rock Building, Atlanta, Georgia.
Chestnutt, Murphy, Poole and Company, 
Certified Public Accountants, announce 
the removal of their offices to Suite 606- 
608 Land Guarantee and Accident Build­
ing, 360 North Michigan Avenue, Chicago, 
Illinois.
The E. C. Little Taxation Bureau and 
the Audit Company of Michigan an­
nounce the removal of their Detroit office
to the 19th floor of the Union Trust 
Building.
Myron M. Goldman, C. P. A., announces 
the removal of his offices to Suite 328-29- 
30-31 W hitney Building, New Orleans, La.
A. T. Hull & Son, Certified Public Ac­
countants, announce the opening of offices 
for the practice of public accounting in  
the Security Investm ent Company Build­
ing, Johnson City, Tennessee.
Harold A. Kluge, C. P. A., announces 
the opening of offices under the firm name 
of H. A. Kluge and Company, 1420 Wal­
nut Street, Philadelphia, Pa.
A. D. Lewis, C. P. A., of Casper, Wyom­
ing, announces the opening of an office at 
711 Security Building, Denver, Colorado.
George H. Ford, C. P. A., C. W. Fisher, 
Orton W. Boyd, C. P. A., and F. B. Colley, 
C. P. A., announce the formation of the 
firm of Ford, Fisher, Boyd & Colley, with  
offices at 808-10 Lynch Building, Jackson­
ville, Florida, and 911-12 Harvey Build­
ing, West Palm Beach, Florida.
David B. Jacobs, C. P. A., announces 
the form ation of a partnership w ith S. 
Walter Kaufman under the firm name 
of David B. Jacobs & Co., Certified Pub­
lic Accountants, 217 Broadway, New  
York City.
The firm of Perley Morse & Co., Cer­
tified Public Accountants, composed of 
Perley Morse, C. P. A., Ernest B. Cobb, 
C. P. A., and Louis R. Lopez, C. P. A., 
w ill be organized as of October 1, 1929, 
with offices at 165 Broadway, New York 
City.
The old firm of Perley Morse & Co., 
Certified Public Accountants, composed 
of Perley Morse, C. P. A., and Frederick
G. Wright, C. P. A., is dissolved as of 
September 30, 1929.
Harold O. Walker & Co., Certified Pub- 
lice Accountants, announce the removal 
of their offices to 17 East 42nd Street, 
National City Building, New York City.
W illiam s and Thomy, Certified Public 
Accountants, announce the removal of 
their offices to 1416 Temple Building, 
Rochester, New York.
John F. Dempsey, C. P. A., has moved 
his office to 2950 Penobscot Building, De­
troit, Michigan.
J. K. Byrne, C. P. A., announces that 
he has admitted, as of October 1, 1929, 
to partnership in the practice of ac­
countancy and taxation, John A. Pey­
roux, Jr., August A. Wegmann, and Ste­
phen A. Schmedtje, Certified Public Ac­
countants, under the firm name of J. K. 
Byrne & Co., Certified Public Account­
ants, w ith offices at 1507-1508 American 
Bank Building, New Orleans, La.
ST A T E  COM M ITTEE R EPO R T  
ON ST A T E  L EG ISLA TIO N
During the year just closed no matters 
were referred to your Committee on State 
Legislation and no circumstances arose 
which seemed to call for initiatory action  
on the part of the committee. Therefore, 
no m eetings were held and the committee 
has no action to report.
L egislation designed to amend existing  
public accounting laws was introduced in  
the legislatures of several States during 
the year. Full details concerning these 
bills may be found in The Certified Public 
Accountant and other accountancy jour­
nals of past months. Noteworthy is the  
seem ing opposition among legislators to­
ward so-called “regulatory” legislation of 
any kind, fostered by individuals who 
would be affected thereby. Members of 
the profession in any State desiring to 
promote legislation w ill find thorough  
organization and advance preparation in­
dispensable.
R espectfully submitted on behalf of the 
committee.
W. D. WALL,
Chairman.
A M E R IC A N  IN ST IT U T E
The annual m eeting of the American  
Institute of Accountants was held at the 
Hotel Carlton, W ashington, D. C., im­
mediately follow ing the International 
Congress on Accounting and covered the 
days of Monday, Tuesday, and Wednes­
day, September 16-18, 1929.
The m eeting was enlivened by the pres­
ence of a number of the delegates to the 
International Congress from foreign coun­
tries, who lent their presence to the oc­
casion. In addition to the regular routine 
business three addresses were given: 
“The Accountant and the Lawyer in Tax 
Practice” was presented by Chas. R. Tro­
bridge; “The Organization of an Account­
ant’s Office,” by George S. Olive; and 
“The Development and Effect of Chain 
Stores,” by Albert Morill.
The officers elected for the coming year 
were: President, Frederick H. Hurdman, 
New York; Vice Presidents, Stanley G. H. 
Fitch, of Massachusetts, and Overton S. 
Meldrum, of Kentucky; Treasurer, An­
drew Stewart, of New York.
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A t the
INTERNATIONAL CONGRESS 
on ACCOUNTING
methods for the instruction of students of account­
ancy was one of the paramount subjects mentioned. 
Each reference brought out very emphatically that 
the basis of an accountancy training plan should 
embody the feature of personal contact and practical 
instruction by a C. P. A.
The American Institute of Business Adm inistra­
tion Plan of Accountancy Training embraces th is 
and other important features essential to the practi­
cal im parting of Accounting knowledge.
THE UNIT-LECTURE METHOD 
You receive a modern up-to-date Course of Uni­
versity Grade. It is n o t  a set of books. It comes 
to you in prin ted  loose-leaf lecture form as your study 
progresses. In th is way you receive exactly what you 
require and can absorb at one time. You are not 
able to read ahead and become discouraged or lose 
interest, as is often the case when text books are 
used. Each lecture takes up some new subject and 
your interest is continuously held.
PERSONAL CONTACT 
You do not depend entirely upon mail instruction, 
but receive personal coaching by a local Advisory
Member—a qualified Accountant—w ithout additional 
charge. This unique and valuable service practically 
assures the successful completion of the Course.
CANCELLATION PRIVILEGE  
And finally, if because of inaptitude, illness, or 
straitened circumstances, you should be unable to  
continue the Course, you w ill be permitted to cancel 
your enrollment contract, thereby relieving you of 
all future payments. If you had made advance pay­
ment in full, a refund of the unearned portion of 
the tuition would be made to you.
COURSES
W hatever your objective— Preparation  for the 
C. P. A. E xam inations; Training in the la test devel­
opm ents of A ccounting; Career as an Accounting  
E xecu tive; Basic Training for executive w ork in the 
general field of business—one of the follow ing In­
stitute courses w ill meet your requirements:
Complete Accounting and Business Law 
Principles of Accounting and Business Law 
Advanced Accounting, Auditing and Business Law
C. P. A. Review (including Business Law)
Cost Accounting 
Business Law
We employ no salesm en whatsoever. Personal 
contact is offered to those interested and to our 
students through our Advisory Members.
Write fo r  com plete information  . . . 
No salesman will call on you
Mail th is coupon today for a copy of booklet, “The Turning Poin t of a Career,” 
which explains in a very interesting manner the Institute Plan, and the 
opportunities in Executive and Professional Accountancy. This valuable 
information is free.
AMERICAN INSTITUTE 
of BUSINESS ADMINISTRATION
G eneral M otors B uild ing  
1775 B roadw ay, N ew  Y ork , N . Y.
A m e ric a n  I n s t itu te  o f  B u sin e ss  A d m in is tra tio n , Inc. 
D e p a rtm e n t 5C, 1775  B ro a d w a y ,
Ne w  Y o rk  C ity ,
G e n tle m e n :
I am  in te r e ste d  in k n o w in g  m ore ab ou t you r p lan  o f hom e  
stu d y  w ith  tu to r in g  by lo c a l C. P. A. P le a se , w ith o u t  o b li­
g a t in g  me, send  fu r th er  p a r ticu la r s.
N am e
P o sit io n
S tr ee t  
C ity  . S ta te
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BOOK REVIEWS
THE HANDBOOK OF CORPORATE  
MANAGEMENT AND PROCEDURE, 
by Earl A. Saliers. Published by 
McGraw-Hill Book Co., Inc., New York 
City. 1237 pages.
The purpose of th is book is to provide 
ready reference to such facts as are 
needed in  handling the everyday prob­
lems that confront all who are concerned 
in corporate affairs. The m aterial cov­
ers the more common problems that arise 
in the conduct of everyday affairs of 
corporate business. Part I, on corporate 
organization, includes corporations de­
fined and classified, forms of organization 
other than corporate, promotion, how  
and where to incorporate, the corporate 
name, the corporation charter, stockhold­
ers, stockholders’ meetings, the board of 
directors, by-laws. Part II, on finance, 
includes rules governing corporate fi­
nancing sources of invested capital, work­
ing capital financing, permanent capital 
financing, accounting for capital stock, 
permanent capital financing. Part III, 
on management and control, includes 
valuation and appraisals, appraisals of 
real estate, appraisals of w asting assets, 
accounting for appraisals, treatment of 
corporate revenues and surplus, corpora­
tion reports, budgets, balance sheet an­
alysis, voting trusts, the investm ent in  
plant, stock transfers, the stock exchange, 
holding companies, bankruptcy and in­
solvency, corporate reorganizations, and 
State and Federal regulation. There are 
457 forms and a complete index.
PRINC IPLES OF AUDITING, by Eric 
L. Kohler, M.A., C. P. A., and Paul W. 
Pettengill, C. P. A., Second Edition. 
Published by A. W. Shaw Company, 
Chicago. Price, $5.00. 293 pages.
In this, the second edition of th is book 
on auditing, the authors have continued  
their purpose of endeavoring to provide 
a practical text on auditing for class­
room use. As compared w ith the first 
edition, certain chapters have been re­
vised w hile new chapters, on detailed au­
dits and credit investigations, have been 
added. A number of additions have been 
made also to the problem m aterial with  
the object of furnishing assignm ents re­
quiring the handling and interpretations 
of figures.
In th is volume a complete set of work­
ing papers w ith a related audit report 
have been reproduced. Every attempt 
has been made to portray actual work­
in g  conditions. The publishers have is­
sued a companion set of working papers
in loose-leaf form from w hich the stu­
dent may prepare a working trial bal­
ance, financial exhibits, and the text of 
a report. A solution w ill be available 
to the student after h is work is com­
pleted. The working papers w ill be 
renewed yearly and w ill relate to differ­
ent kinds of businesses, so that the dis­
tribution of the solution may be prac­
ticable.
Perhaps the banker or business man 
would like to know what the scope and
IN MEMORIAM
D. M. FLEM ING, C. P. A. (Philippine 
Islands No. 33, November 24, 1923), a 
member of the firm of Flem ing & W il­
liams, Certified Public Accountants, 
Manila, P. I., died on February 27, 
1929. Mr. F lem ing was a member of 
The American Society of Certified Pub­
lic Accountants.
ERN EST S. LA TOURRETTE, C. P . A.
(Nevada, No. 15, 1922; California. 
No. 533,  1926 ) .  of Reno, Nevada, 
died suddenly on Septem ber 5, 19 29, 
from an attack of heart trouble.
Mr. LaTourrette was born in Hume, 
Mo., April 8, 1885. For a number of 
years he was a railroad accountant and 
for seven years was auditor of various 
public service and commercial concerns 
and was also engaged in public account­
ing. For five years he was Deputy State 
Treasurer and Deputy State Auditor of 
the State of Nevada. He was secretary  
of the State Board of Accountancy of 
Nevada, was a member of the California 
State Society of Certified Public Account­
ants and of The American Society of 
Certified Public Accountants. He had 
just been elected, for the fiscal year be­
ginning September 1, 1929, a director in  
The American Society for the ninth dis­
trict.
He had been associated in the practice 
of public accounting w ith George K. Ed­
ler, of Reno, Nevada, since 1923. He is 
survived by his wife, Mrs. Capitola La 
Tourrette, and four sons, Jack, Jean, Glen 
and W illiam.
possibilities of a balance-sheet audit are. 
Perhaps he may w ish to know what to ex­
pect of an auditor. The authors hope 
that th is book is sufficiently non-technical 
in  expression so that some idea of the  
extent of the auditor’s exam ination may 
be gained. The table of contents is as 
follows: A uditing: a profession, audits—  
their scope and purpose, starting the au­
dit, mechanics of auditing, cash and cash  
resources, accounts and notes receivable, 
inventories, deferred charges, invest­
ments and funds, plant assets and intan­
gibles, current liabilities, funded debt, 
reserves, and net worth; contingent as­
sets and liabilities, the profit and loss 
accounts, com pleting the audit, exhibits 
and certificates, the audit report, the 
detailed audit, credit investigations, prob­
lems and questions of auditing, index, 
illustrative audit problem.
ACCOUNTING SYSTEMS —  PRINCI­
PLE S AND PROBLEMS OF INSTAL­
LATION, by George E. Bennett, C.P.A., 
Published by A. W. Shaw Company, 
Chicago. 554 pages. Price $5.00.
This book attempts a non-technical 
presentation of numerous principles of 
constructive accounting. The subject 
matter is discussed from the viewpoint of 
the average trading, service, and manu­
facturing activ ities of sm all and moder­
ate size. The major portion of the book 
has been constructed around actual situa­
tions which, although not of the largest 
type, are the everyday representatives 
of those concerns w ith which the great 
majority of students w ill become asso- 
cated and in which many of them must 
become acquainted w ith the work of 
more than one book or department.
The chapters cover theory of record 
expansion, stores and purchasing, sales, 
cash, cost accounts, manufacturing, in­
ternal check factors, installation prelim­
inaries, charts and plans, land, floor, lay­
out and organization, chart of accounts: 
general, chart of accounts, trading versus 
manufacturing, retail merchandising, sell­
ing goods on commission, summer hotels, 
garages, foundries, machine shop, knit 
goods, clothing, cooperative milk manu­
facturing, index. Ninety-seven forms are 
presented.
INDUSTRIAL ACCOUNTING, by Thom­
as Henry Sanders. Published by Mc­
Graw-Hill Book Company, New York. 
371 pages. Price, $4.00.
The major portion of th is book is de­
voted to a presentation of case material, 
to the objectives of cost accounting, to
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Prepare for the Examinations
By Means of
A THOROUGHLY TESTED
C. P. A. COACHING COURSE
As a result of years of laboratory experience in home study and
resident C. P. A. Coaching Classes
conducted by 
W. B. CASTENHOLZ, A. M., C. P. A.
LaSalle Extension University offers a special C. P. A. Coaching 
Course by correspondence which has proven highly successful in pre­
paring candidates successfully for C. P. A. examinations.
The course includes 80 carefully selected State C. P. A. and 
American Institute problems. These problems cover representative 
questions on the accounting subjects most generally presented in 
such examinations. In addition there is offered a complete review o f:
Theory of Accounts 
Business Law 
Auditing Procedure 
Cost Accounting Procedure 
Accounting Systems 
Income Tax Procedure
as well as selected actual problems—a total of 82 lessons.
Copious explanatory notes and time limit directions go with 
the 80 C. P. A. problems. The other work consists of complete text 
material with loose leaf assignments.
Model solutions with further explanatory notes are sent the 
student with his graded and returned papers.
All papers are graded by a special group of Certified Public 
Accountants who give full time to LaSalle Extension University. 
These men hold their degrees by examination.
For detailed information, write Dept. H-148
LaSALLE EXTENSION UNIVERSITY
C H I C A G O ,  I L L .
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defining the interests of the various 
groups who w ill use cost information, 
and also to broadening the field of appli­
cation of cost principles. It seeks to con­
form to the modern tendency to curtail 
the volume of the routine gathering of 
figures, and, w hile m aintaining the cur­
rent flow of essential control figures, to 
have the cost department free to in­
vestigate any special matters in which  
executives may at the tim e be interested.
Part I—Control Through Records—cov­
ers: Cost Accounting and Financial Con­
trol; Cost Accounting for Operating Con­
trol; Cost Accounting and Sales Policies; 
Survey of Cost Records. Part II—The 
Elements of Costs—covers: Materials—  
Purchasing and U sing Them; Inventories 
—Physical and Book; Labor Costs; In­
centive Wage System s; Burden—Its Con­
tent and Accumulation; Burden—Its 
Distribution; Depreciation, Maintenance, 
and the Plant Ledgers; Commercial and 
Adm inistrative Overhead; Summarizing 
the Costs. Part III—Typical Cases of 
Cost Accumulation and Reports—covers: 
The Forrest Electrical Company—A Case 
in Job Costs; New Hall Chemical Com­
pany—A Case in Process Costs; Arm­
strong Surgical Textiles, Inc.—Costs by 
Job and by Class of Product; Cost Re­
ports for Executives; Standard Costs and 
Their Uses. Part IV.— Some Special 
Phases of Cost Work—covers: Machines 
in Cost Accounting; Cost Accounting in 
Banks; The Manufacturing Budget; Cost 
A ctivities of Trade and Professional As­
sociations; Further Consideration of 
Overhead. Sixty-three forms are pre­
sented.
A PPL IE D  B U D G E T I N G ,  by Henry 
Bruere and Arthur Lazarus, C. P. A. 
Published by A. W. Shaw Company, Chi­
cago and New York. 248 pages. Price 
$3.00.
Considerable information exists regard­
ing general budget procedure, methods of 
organizing a budget department, the 
proper budget period, and other details, 
but there is a dearth of inform ation avail­
able in concise form to assist executives 
in specific industries to work out definite 
budget procedures suited to their special 
requirements. To supply such lack is the 
aim of th is book.
The Table of Contents includes: Busi­
ness Control Through the B udget; Budg­
eting for Oil Companies; Applying the 
Budget System to Railroads; The Bank 
Budget; Budgeting for the Newspaper 
and Magazine; Budgeting for the Con­
tracting and Construction Company; 
Budgeting for Metal-working Establish­
ments; Budgeting for the Department 
Store; Budgeting for the Canner; The
Budget for the Hotel; A Budget for the 
Ice-Cream Industry; Budgeting for the 
Garment Industry; Budget E ssentials; In­
dex. There are 113 forms.
STATE BOARD NEWS
ILLINOIS
Announcement is made of the appoint­
ment of John Medlock, of Chicago, to suc­
ceed Harold Benington, C. P. A., as a 
member of the Board of Examiners in  
Accountancy of the State of Illinois. The 
Board is  now composed of E. L. Kohler, 
Chairman, John Medlock, Secretary and 
Herbert Pope, attorney member.
KENTUCKY
W. J. Ryans and J. S. Petot, of Louis­
ville, have been appointed to membership 
on the Kentucky State Board of Account­
ancy. The Board has organized with M.
B. McMullen, President, W. J. Ryans, 
Treasurer, and J. S. Petot, Secretary.
MISSOURI
F. C. Belser, of St. Louis, has been ap­
pointed to the State Board of Account­
ancy of Missouri to succeed Edwin H. 
Wagner.
NEW YORK
Henry E. Mendes, Simon Loeb and 
Thomas F. Conroy, of New York City, 
have been reappointed to the State Board 
of Certified Public Accountant Examiners 
of New York, and George E. Bennett, of 
Syracuse, and Edwin E. Leffler, of Buf­
falo, have been newly appointed to the 
Board.
NORTH CAROLINA
The North Carolina State Board of 
Accountancy has recently reorganized as 
follows: President, Walter Charnley, of 
Charlotte; Vice President, John B. Mc­
Cabe, of W ilmington; Secretary-Treas- 
urer, Wm. M. Russ, of Raleigh; Member, 
Frank L. Jackson, of Davidson.
WEST VIRGINIA
W. O. Dickey, of Huntington, has been 
appointed to the Board of Examiners for 
the Exam ination of Accountants of W est 
V irginia to succeed David A. Jayne, of 
Charleston. At an organization m eeting 
W. O. Dickey was elected Chairman; 
Okey K. Hayslip, of Huntington, Secre- 
tary-Treas urer, and W. H. Rardin, of 
Beckley, attorney member.
NOTES
The Southern Commercial Teachers’ A s­
sociation w ill be held in Chattanooga, 
November 29-30, 1929.
Owing to the fact that there was no 
m eeting last year, the Secretary w ishes to 
bring the m ailing list of teachers in  the 
South up to  date and asks that each 
school principal of both public and pri­
vate schools in the southern states send 
list of teachers and officers in their 
schools to her. This information w ill en­
able your Secretary to keep you advised 
at all times. Address your communica­
tion to Margaret B. Miller, Sec., Southern  
Commercial Teachers’ Association, W heel­
er Business College, Birmingham, Ala.
There has recently come from the press 
two Government documents of interest 
to accountants, the same being issued  
under date of August 15, 1929. They 
are in the form of proposed reports by 
Interstate C o m m e r c e  Commissioner 
Joseph B. Eastm an in the matter of gen­
eral revision of accounting rules for 
steam railroads and in the matter of de­
preciation charges of telephone com­
panies and of steam railroad companies. 
Accountants having need of the latest in­
form ation in these fields of activity and 
desiring a copy, should address the 
Superintendent of Documents, W ashing­
ton, D. C., enclosing ten cents for the 
first report, covering the accounting 
rules, and fifteen  cents for the second 
report, covering the question of deprecia­
tion charges.
Classified Advertisements
Advertising copy for this page should be 
received in the office of THE CERTIFIED  
PUBLIC ACCOUNTANT not later than the 
25th day of the month preceding the month 
of publication. Rates for “Help Wanted” and 
"Situation Wanted,” $3.00 per inch or frac­
tion thereof (7 lines to an inch) for one in­
sertion. The rate for “Miscellaneous” is  $5.00 
per inch for each insertion.
ACCOUNTANT, C E R T IF IE D  (N . J .) , c o l­
le g e  g ra d u a te , 32, five y e a r s  com m ercia l, 
n in e  y e a r s  p u b lic  ex p er ien ce , h a v in g  
sm a ll c lie n te le , s e e k s  a rr a n g e m e n t w ith  
a c c o u n tin g  firm. C h ristian . A p p ly  R oom  
1214 K n ick erb o ck er  B u ild in g , N. Y. C.
ACCOUNTANTS. L e a d in g  firm  o f  certified  
p u b lic  a cc o u n ta n ts  d e sir e s  to  o b ta in  s e v ­
er a l in -c h a r g e , se n io r  a s s is ta n t  and  
ju n io r  a s s is ta n t  a cco u n ta n ts . R e p lie s  
m u st be c o n c ise  and s ta te  in  order—  
N am e, a d d ress , te lep h o n e , a g e , re lig io n , 
ed u ca tio n , ex p er ien ce , p r esen t co n n ec-  
n ec tio n , sa la r y  ex p e c ta tio n , an d  h o w  
soon  a v a ila b le . A d d ress B o x  K223, T H E  
C E R T IF IE D  PU B L IC  ACCOUNTANT.
N O R T H E R N  OHIO a c c o u n tin g  firm  w ish e s  
to  g e t  in  to u ch  w ith  tw o  m en w h o  are  
q u a lified  to  su p e r v ise  in  a ll  b ra n ch es o f  
p u b lic  a cco u n tin g , one o f w h om  m u st be  
an Ohio or M ich igan  C. P. A. A d d ress  
C E R T IF IE D  PU B L IC  ACCOUNTANT, 
B ox  K -224.
Have You Seen the New Revised and Enlarged Edition?
Accountants’ 
Working Papers
With 156 Facsimile Reproductions, including a 
Full Set of Coordinated Papers for a Typical Audit
By Le sl ie  E. P a l m e r  and W il l ia m  H . Bell
Certified Public Accountants; Members of the Firm of Haskins & Sells
F ROM its first edition in 1923, this volume has been a recognized source of practical, authori­tative suggestions on the whole procedure of 
preparing working papers for any desired purpose. 
Accountants in public and private practice use it 
constantly. Over 7,900 copies have been sold.
¶
In this new edition it  has been revised  
and expanded throughout, w ith many 
new forms, to bring it in line with the 
very latest requirements of practice.
A distinguishing feature of this revision is a com­
plete, correlated set of papers for a representative 
audit, carried through to a rough draft of the final 
report. You will refer to it over and over again 
for guidance. There have been added also notable 
new sections illustrating work sheets used in pre­
paring income tax returns, and in developing state­
ments to be used in new financing operations.
Organizes the Experience of 
Successful Accountants
The authors explain and illustrate flexible methods 
for handling all those features of working papers 
that can to advantage be standardized. Their recom­
mendations have been drawn from the accepted 
practice of their own and other large firms, as well 
as from their thorough personal familiarity with 
every detail of the matters discussed.
On every page you will find keen suggestions that 
help you prepare work sheets that give neither too 
much information nor too little—papers from which 
can be read all needed facts at any future time, 
yet are burdened with no superfluous data.
Explains Working Sheets For 
All Ordinary Situations
While carefully avoiding duplica­
tions, the book illustrates all schedules, 
analyses, and papers called for in the 
ordinary audit, as well as many for spe­
cial purposes. It starts with prelimi­
nary information the accountant must
gather and develops the required papers exactly as 
he would prepare and organize them.
These papers it presents in 156 facsimile plates, 
with 12 chapters of brief, well pointed comment from 
practice. The reproductions include papers relating 
to the work to be done, adjusting entries, reconcile­
ments and summaries of accounts, analyses of in­
come, consolidation sheets showing elimination de­
tails, trial balances, etc., etc. Each sheet shows, in 
addition to the actual figures, notes that the auditor 
would make on significant points which require ex­
planation or are to be emphasized in the report.
Examine the Book Yourself
This new edition of Palmer and Bell’s 
A c c o u n ta n ts’ W o rking  P a pers gives 
just the practical information you 
need. Will you examine a copy 
if we send it, all charges 
prepaid? All you need 
do is fill out and mail 
the form below.
313 Page 
$6.00
The Ronald Press Company,
15 East 26th Street, New York, N. Y.
Send me postpaid the new, revised A ccountants’ W orking Papers, by 
Palmer and Bell. W ithin five days after its receipt, I w ill either send  
you $6.00 in  full payment or return the book to you.
Name ___ __________________________________ ___________________
(P le a se  p r in t)
Business Address _____________________________________________________
Use this Order Form 
City ____________________________________  * State
Firm  ___________________________________  Position
Signature ______________________________________________________ M-211
*Outside continental U. S. and Canada, cash plus 25c. for shipping.
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Accounting M achine
TYPEWRITES— all descriptions from the ordi­
nary typewriter keyboard.
MULTIPLIES— directly and, by the depression 
of one key, prints the results.
ADDS AND SUBTRACTS— posts ledger, state­
m ent and proof journal (or other combinations 
of records) in one operation.
ACCUMULATES TOTALS—for distributions and 
proofs of posting. Prints totals by the depression 
of one key.
C all th e  lo ca l B u rrou gh s office for a d e m ­
o n stra tio n  o f  th is  n ew  A cco u n tin g  M a ch in e .
BURROUGHS ADDING MACHINE COMPANY
6400 SECOND BOULEVARD, DETROIT, MICH.
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INTERESTS OF C. P. A., HIS CLIENT, AND THE PUBLIC WELFARE
The Resident 
Final Examination Plan
A n  outstanding feature of the course 
  in  Accounting offered by the Inter­
national Accountants Society, Inc., is 
the Resident Final Examination, which 
each student must pass before his di­
ploma of graduation is issued.
The Resident Final Examination Plan 
was inaugurated in April, 1925, and 
every student enrolled for the ninety- 
lesson I. A. S. Course since that time is 
required, after finishing the work on 
his course, to take an examination held 
under the personal supervision of a 
Certified Public Accountant (or, if  a 
C. P. A. is not available, an Attorney at 
Law) either in the student’s home city 
or in an adjacent city.
Just prior to the date of examination, 
the necessary examination questions 
and all blank forms for the candidate’s 
working sheets, schedules, statements,  
and other papers required for the solu­
tions, are mailed to the supervising
C. P. A., as a confidential communica­
tion between himself and the I. A. S.
The examination material is handed 
to the student at the beginning of the 
examinationperiod.lt is the supervisor’s 
obligation to remain with the student 
during the examination and to insure 
that he completes the examination with­
out having access to text books, notes, 
or any outside help.
When the examination is finished, 
the papers are turned over to the super­
visor who forwards them to the Inter­
national Accountants Society, Inc., in 
Chicago, where final judgment as to the 
student’s eligibility for a diploma is 
made by the Active Faculty.
The same examination is never given 
the second time in  the same city.
The Resident Final Examination Plan 
assures p rospective em ployers th a t 
I. A. S. graduates possess a thorough, 
tested knowledge of Accounting.
I n t e r n a t i o n a l  
A c c o u n t a n t s  S o c i e t y , I n c .
A Division of the
ALEXANDER HAMILTON INSTITUTE
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T I F I E D  P U B L IC  A C C O U N T A N T
Upon request, we will gladly send our booklet,"How to Learn Account­
ing,” to anyone who is interested in obtaining fu ll information 
regarding I. A. S. training. Address the International Accountants 
Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
THE CERTIFIED 
PUBLIC ACCOUNTANT
OFFICIAL ORGAN OF THE AMERICAN SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
VOLUME IX  
NUMBER 11
“Whatever HAS happened is a trifling performance 
compared to what's ABOUT to occur.”
— H er b er t  K a u f m a n .
THE COMMITTEES
THE committees provided for in the constitution and by-laws have, with one exception, been ap­
pointed and the ac­
ceptances of the des­
ignated m e m b e r s  
have been received.
They will appear in 
the November Direc­
tory. The y e a r ’ s 
work of the commit­
tees may fairly be 
said to be underway.
During the year the 
chairman and the 
members of the vari­
ous committees may 
call upon individual 
members of the So­
ciety, who are not 
members of the com­
mittees, f o r  assist­
ance in the accom­
plishment o f  their 
duties; in the past 
such calls have been 
cheerfully responded 
to, and there is no 
doubt that the same 
cheerful and helpful 
r e s p o n s e  will be 
given d u r i n g  this 
year to any similar 
calls. Each year in 
either the September 
or October number of 
this magazine the reports of the committees have been 
published and each report, which reflects careful 
study and effort on the part of the members of the 
committee, has been a source of information upon the 
subject which it covered.
The committees appointed have been:—
Committee on Admissions.
Committee on Annual Convention.
Committee on Budget and Finance.
Committee on Complaints.
Committee on Constitution and By-laws.
Committee on Education.
Committee on Federal Legislation.
Committee on Publication.
C o m m i t t e e  on 
State Legislation.
C o m m i t t e e  on  
State Organizations.
C o m m i t t e e  on  
Calendar Simplifica­
tion.
C o m m i t t e e  on  
Classification of Ac­
countancy Services.
C o m m i t t e e  on  
N a t u r a l  Business 
Year.
C o m m i t t e e  on  
Pan-American Rela­
tions.
C o m m i t t e e  o n  
Technical Affairs.
The Committee on 
A r b i t r a t i o n  will 
shortly be appointed.
The title of each 
committee to some 
extent indicates the 
nature of the work 
which will require its 
attention. Very likely 
there are members of 
the Society who have 
an especial interest 
in a subject assigned 
to a committee but 
who are not members 
of such committee. These members are earnestly 
urged to communicate with the chairman of the com­
mittee on the work in which they have an interest and 
to give to him the benefit of their ideas and thoughts 
upon the subject.
Copyright Bachrach.
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Reticence should be laid aside for the benefit of the 
Society.
The Chairman of any committee will appreciate 
the help such suggestion brings and will cheerfully 
welcome it as an aid in the work of his committee; 
members who have ideas and thoughts of the kind 
indicated, and who do not pass them on to the desig­
nated committee in charge of the subject to which 
their thoughts and ideas refer, or upon the work of 
which they might have a bearing, deprive their fel­
low members of valuable contributions to the So­
ciety’s progress. The assistance of every member of 
the Society is desired in the work of the committees.
The Society’s progress will be aided by the work 
of the committees. The necessary attention to the 
subjects assigned to the committees will produce data 
of the most helpful sort in our every day work, and 
it is the conscientious performance of the every day 
work which has placed our profession in the position 
it now occupies. That position is being constantly 
improved and such improvement is attributed to the 
thoroughness with which the accountant does his 
work. When he stops to survey the progress already 
made the accountant is merely taking his bearings to 
assure himself that the course he visualized when he 
started is being adhered to.
In the performance of his work the accountant is 
making his contribution to the general fund of 
accounting knowledge; in doing so h e is using the 
work of his fellow accountants who have studied or 
written upon accounting and related subjects. In 
this respect he does not differ from the other profes­
sions. Obviously much of the knowledge which he 
makes use of is contributed through the work of these 
committees, and, because of the thoroughness with 
which the committees do their work, reliance may be 
placed upon it.
JAMES F. HUGHES.
DISCIPLINE
T HE relationship of State boards and State socie­ties to offenders against professional ethical 
standards is one deserving thoughtful attention. The 
State Board, having granted the right to practice, is 
usually given the right to discipline. The State So­
ciety, having established a standard by which its 
membership is, or should be, judged, retains to itself 
the right to discipline its members.
Seldom in any State do all members in any pro­
fession, legalized to practice that profession, belong 
to the State Society and usually members of a profes­
sion inclining to shady practices therein are not likely 
to associate themselves by membership with their 
professional brethren.
Ordinarily, therefore, the State boards are con­
fronted with more troublesome problems of discipline 
than State societies.
A few years ago the legal profession in California 
was reorganized on a combination basis. The State 
Bar of California serves in the capacity of a State 
Board and a State Society. In the April, 1929, issue 
of The State Bar Journal, the leading editorial was 
presented by Frank James, of the Board of Gov­
ernors, and it so clearly presents the attitude which 
might be well adopted by every State Board or State 
Society, where we have the double type of control, 
that we are reprinting it.
There has been a recent tendency for boards and 
societies to work together to a much larger extent 
than formerly. In Pennsylvania the State Board and 
the Pennsylvania Institute have agreed on the policy 
of having the same individual as secretary of both, 
although he is not a legally appointed member of the 
Board nor an elected member of the Institute officiary. 
In California an agreement has been reached whereby 
the same individual is elected as Secretary of the 
Board and also Secretary of the Society. In this case, 
however, he is a legally appointed member of the 
Board and a regularly elected officer of the Society. 
We hope that in the years to come we will be able to 
report an increased number of these close-working 
relationships.
The article to which reference has been made is as 
follows:
“DISCIPLINARY WORK
“There is a pronounced tendency among both lay­
men and lawyers in State Bar matters to give undue 
importance to disciplinary proceedings. The out­
standing purpose of The State Bar is, in my opinion, 
the accomplishment of something constructive rather 
than corrective. However, there must be discipline in 
the law profession as well as in other professions and 
in the trades. Members of the bar must be held to 
strict accountability for their conduct. The State 
Bar must see to it that this is done. I am happy to say 
that the experience of The State Bar, now in its sec­
ond year, is very gratifying. Complaints are fewer 
and more than a majority of these are trivial.
“In disciplinary matters the Board of Governors 
are confronted with the double duty of protecting 
clients against improper conduct of their lawyers and 
likewise of protecting lawyers against unfounded ac­
cusations of disgruntled clients.
“It is the business of the Board of Governors in 
every case to ascertain the facts. A proceeding in the 
nature of a trial, of course, is necessary.
“The Board very early promulgated rules for a 
simplified procedure. Under these rules every com­
plaint received by a local Committee of The State Bar 
in any of the several countries of the State is investi­
gated, first by an examiner, or a special Committee of
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 323
the Bar, to ascertain whether or not the facts charged 
justify a formal complaint and trial.
“This investigation is carefully and thoroughly 
made. If the examiner or Committee finds that the 
facts disclosed justify a formal trial, a complaint 
or notice to show cause is prepared and served upon 
the accused. The accused has the right to make 
answer and to a hearing to present his defense.
“The local Committee makes its findings and recom­
mendations, in accordance with the facts, for dis­
missal, reproval or disbarment, to the Board of Gov­
ernors, to whom the record of the case is transmitted.
“The matter is then placed on the calendar of the 
Board for hearing, and notice is given to the accused. 
It is the practice of the Board, both orally and in writ­
ing, and also to introduce further evidence if shown to 
be relevant and material.
“The Board, in either case, seeks to ascertain the 
truth. The rules of procedure are prepared with that 
object in view and they have worked out exceedingly
well. The Board examines the facts thoroughly. The 
criticism, under the present procedure, is that too 
much time is taken by members of the Board in re­
viewing suspension and disbarment cases. There is 
a logical reason for the length of time consumed in 
that the Board consists of fifteen lawyers, every one 
of whom makes up his mind for himself only after a 
careful study of all the facts.
“There is another reason. Every member of the 
Board is impressed with the fact that in suspension 
and disbarment cases the accused has his life’s work 
at stake, and it is the reaction to the consciousness 
of duty that incites every member of the Board to 
bring out every fact and circumstance and weigh them 
carefully in reaching conclusions. Not infrequently 
a half a day or more is devoted to the examination 
of a single case, and the record will disclose that par­
ticular cases have been considered and reconsidered 
at length at two and three successive meetings of 
the Board.”
An Arbitration Survey By a C. P. A.
A RBITRATION literature in  the United States, as collected by the American Arbitration Association, 
is increased notably in  the recent comple­
tion of the Maryland State Survey on 
Commercial Arbitration by Henry G. 
Burke, C. P. A., of Baltimore. The Mary­
land Association of Certified Public Ac­
countants made th is important work pos­
sible and directed the effort of Mr. Burke 
in securing so substantial a contribution  
to the available facts on the relation of 
arbitration to business in the State of 
Maryland. The Arbitration Survey Com­
m ittee of the Maryland Association was 
composed as follows: Henry G. Burke, 
chairman, C. C. Croggon, W. N. Bartels, 
Alonzo L. Miles and A. H. Schnepfe.
The indebtedness of the American Ar­
bitration Association to the Maryland As­
sociation of Certified Public Accountants 
for this survey has been expressed by 
Lucius R. Eastman, president of the for­
mer, to Harlan Johnson, president of the 
latter, in the follow ing language:
“It has had our thorough analysis and 
we find it an admirable piece of work 
affording a careful review of arbitration  
in its  historical, economic and legal re­
lations to the State of Maryland. It is  
our opinion that it affords adequate argu­
ment for the extension of the practice 
of arbitration w ithin the State and the 
enactment of a modern arbitration law  
based on the Federal Arbitration Law  
and the comprehensive laws of ten im ­
portant states. We earnestly trust that 
you will so treat it  and continue your
helpful cooperation toward these objec­
tives.”
The historical survey traces the settle­
ment of disputes outside of regular court 
procedure from the tim e of the charter 
of Charles I in  1632 to Lord Baltimore 
down through the Maryland legislative  
session of 1929. W hile the early prac­
tice of what is now termed arbitration  
came largely from reference by the  
courts, the Maryland archives reveal 
cases as early as 1649 submitted to “men 
of skill and ability .” The statute of 9 
and 10, W illiam III passed in 1698 was 
the law w hich permitted parties desiring  
to end their controversies or disputes by 
arbitration to make their agreements of 
subm ission rules of court, and subsequent 
Acts of 1778 and 1785 provided further 
means. Additional recognition by the 
Legislature of the growing practice came 
in 1793 when provision was made for 
arbitration in land disputes. The in­
structions set out for th is procedure in ­
dicated that arbitration was well known 
and recognized by that time. The mod­
ern arbitration law known as the Draft 
State Arbitration Act, providing for the 
validity, irrevocability and enforceability  
of an agreement to arbitrate an existing  
or future dispute, was introduced in  the 
last session of the Legislature but did not 
reach the floor for consideration.
Mr. Burke has devoted a lengthy chap­
ter of h is survey to The Court of Arbi­
tration of the Board of Trade as provided 
for in  the Act of the Legislature of 1878 
and gives the history of the Board of
Trade in th is connection down to 1924 
when the present Baltimore Association  
of Commerce was organized, taking over 
its principal functions.
An exhaustive citation of cases on va­
rious aspects of arbitral procedure has 
been made in the survey, bringing the  
legal status of arbitration down to the  
present date and should be invaluable in  
establishing the definite trend of author­
ity  toward a liberal construction of the 
rights of parties to establish conclusively  
their intent to abide by arbitration in  
settling their differences. The forms used 
in arbitral procedure are also set out in  
th is section.
Litigation in  Maryland is treated by a 
discussion of methods and statistics in  
the law courts of Baltimore City and the  
counties, the Court of Appeals, the Peo­
ple’s Courts and a consideration of the  
Speedy Judgment Acts. These figures 
were adduced to give a background of 
fact for the consideration of the merits 
of arbitration in promoting speed and 
economy in light of the increasing de­
mands made upon the Courts through the 
new order of business requiring expert 
judgment quickly and finally rendered. 
W hile the average case in Maryland may 
be disposed of w ithin six  to eight months, 
it  may also occur that a case w ill take 
two years for disposition.
On the subject of the cost of arbitra­
tion, it was possible to discover a prin­
ciple, but even in the instances where 
arbitration costs compared unfavorably 
(C on tin u ed  on p a g e  352)
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The Certified Public Accountant as a 
Trust Officer
I T IS a very great honor to be asked  to address a m eeting of my friends and associates of The American So­
ciety. Those who know me at all, know  
that I am not in  public practice, but 
that I am trust officer and called a vice- 
president of the Irving Trust Company.
We dropped the long title  of the Irv­
ing Bank—Columbia Trust Company, and 
got down to Irving for the present, after 
a series of mergers which put in several 
different names. When the request came 
to me from President Upleger to present 
to you some subjects of interest to ac­
countants for discussion, he said they  
wanted some men who were not in pub­
lic practice to present som ething that the 
public practitioners would find interest­
ing. I have known your president fifteen 
or twenty years and I haven’t seen him, 
I think, since he went to Texas and 
achieved fame and fortune there, and was 
afterward called because of h is eminence 
and work to the presidency of th is na­
tion-wide organization.
I feel that what I shall present to you 
is som ething that may not be as valuable 
as some of the other papers. I am sorry, 
m y friend George McLaughlin is not 
here. We were together somewhat in  
New York University. I think your presi­
dent and the president of the Brooklyn 
Trust Company were classm ates in 1910.
I have been engaged for upward of 
tw enty years in  trust department work. 
In the short tim e available for prepara­
tion, I have tried to analyze the reasons 
for whatever measure of success has at­
tended my efforts as a trust man in  order 
to determine to what extent the qualifi­
cations w hich my observation and rather 
lim ited practice in public accounting re­
vealed as necessary to success in that 
field. The growth of the trust business 
among the banks, as distinguished from  
the old line original trust companies, is  
of very recent origin and it has not yet 
developed, except in the large cities, to 
very large proportions or come to a stage 
where it is really profitable.
I think one who is fam iliar w ith trust 
company accounting knows the fees 
charged by the trust companies are low  
and only by volume of work can the  
business of a trustee be profitable.
In what respect does the training and 
the experience of an accountant partic­
ularly fit him for the duties of a trust 
officer? In these days of the increasing 
use of trust companies and banks as 
executors, trustees and guardians, there
By ORRIN R. JUDD, C. P. A., Vice- 
President of the Irving Trust Com­
pany, New York City. Address de­
livered at The American Society Con­
vention, New York, September 6, 
1929.
is a growing call for men qualified to do 
and direct the work of these institutions, 
giving individuality and personality to 
proverbially soulless corporations.
As life becomes more complex, private 
fortunes grow larger, and investm ent 
problems and possibilities increase w ith  
the m ultiplication of business corpora­
tions and investm ent trusts. A leisure 
class is developing in America and there 
is an expanding need for financial advice 
and service to investors. This need has 
led to the organization of many new  
trust companies and to the granting of 
-trust powers to both State and national 
banks. These powers were not obtained 
by banks, as distinguished from trust 
companies, until recent years. State 
banks, of course, obtained them by local 
legislation, and the Federal Reserve Act 
of 1913, finally provided that national 
banks m ight apply for and obtain fidu­
ciary power to be exercised under the 
supervision of the Federal Reserve 
Board, thus putting national and State 
banks in  th is respect on a par w ith trust 
companies.
Trust companies, on the other hand, 
have gradually come into possession of 
full bankers’ powers, so that there is 
practically no difference in  their func­
tions from that of commercial banks, and 
they constitute an important part of the 
banking strength of th is country.
Fiduciary services naturally fall into 
two broad classifications. Personal trusts 
and agencies performed for individuals, 
under which may be grouped the duties 
of executor, trustees under w ill, guardian, 
and financial agent, advisor or custodian. 
Corporate trusts and agencies perform  
for corporations, such as trustee under 
mortgages, transfer agents and registrar 
of stocks and bonds, depositary and fiscal 
agents.
In a new or sm all trust department or 
division both personal and corporate 
trusts may come under the supervision 
of one trust officer. As the business ex­
pands it is usually found advisable to 
divide the responsibility, placing the two 
departments under separate managers, al­
though som etim es the general super­
vision of both personal and corporate 
trusts is continued in  one head, to whom  
the adm inistration officers in charge of 
the two divisions are directly responsible.
The official designation of the trust 
officer varies in  different places and in­
stitutions. The title  of trust officer was 
a long tim e in  coming into general use. 
The first trust department head to be so- 
called in New York, I think, was the 
trust officer of the Knickerbocker Trust 
Corporation, about 1902. There is  still 
a tendency to keep the standard titles of 
vice-president, secretary, and assistant 
secretary, som etim es w ith the added 
titles of trust officer and assistant trust 
officer. The specialized duties of the posi­
tion of a trust officer would seem to make 
desirable his definite designation as such, 
and their importance should rank him  
w ith the senior officers of the institution. 
H is work is now as standardized as is 
that of a banking department officer. It 
touches the affairs of clients at many 
different points, and, on the personal 
trust side particularly, involves a great 
variety of personal relationships which  
require a combination of business ability  
w ith tact and sympathy, that is com­
paratively hard to find.
Clay Herrick, vice president of the 
Guardian Trust Company of Cleveland, 
and a well-known writer on the subject, 
in his volume on “Trust Departments in  
Banks and Trust Companies” published 
in  1925, says concerning the qualifica­
tions of a trust officer:
“Much has been w ritten in  banking 
periodicals and in papers read at bankers’ 
conventions, regarding the qualifications 
of the ideal trust officer, and there is 
general agreement that, in order to be 
successful in full measure, he must be 
a man of unusual attainm ents and of 
special aptitude for his varied duties. 
The trust officer whose field covers the 
adm inistration of personal trusts comes 
into much more intim ate touch w ith  
clients than does the average bank offi­
cial; and their clients include persons 
of both sexes, of all ages, from child­
hood to infirm old age, and of all classes 
of people—the cultured, the ignorant, the  
reasonable, the unreasonable, persons ac­
customed to luxury, and persons whose 
very bread and butter depend upon re­
turns from the estates of w hich they are 
beneficiaries.
“They come to him w ith m atters of 
business, w ith  personal affairs, w ith fam­
ily  problems, all more or less closely con­
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nected w ith those of the estates in  which  
they are interested. He must have tact 
and patience and sympathy, must be just, 
m ust show a spirit of friendliness and 
avoid that of the cold hearted official. 
Of course, a pleasing personality is  a 
great help to a man in such a position. 
He must have business ability w hich w ill 
be tested in  such m atters as the invest­
ment of trust funds, in the sale of 
assets belonging to the estates, in atten­
tion to the divers interests of benefi­
ciaries.
“The trust officer in charge of cor­
porate trusts must also be a man of ex­
ceptional attainm ents. H is work does 
not involve as close personal relations 
as that of the officer in charge of per­
sonal trusts, but it  requires great sk ill 
and a thorough knowledge of the legal 
and technical matters involved. He must 
know the law and the approved practice 
w ith  reference to such matters as stock 
transfers, corporate trusteeships and 
duties of depositaries in reorganizations.”
To th is summary m ight be added the 
further qualification of a thorough under­
standing of the principles involved in 
keeping complete and accurate records of 
all transactions affecting the estates and 
trusts under his care, w ith a view  to 
the accounting for h is stewardship that 
m ust eventually be made to the satisfac­
tion of a court or of the interested  
parties. He need not, and of course 
usually does not, personally attend to 
these details, but he w ill greatly be 
benefited if he knows how to judge of 
the sufficiency of such records from prac­
tical experience, and how to decide ques­
tions of the allocation of moneys received 
and disbursed as between principal and 
income. He w ill also find that a prac­
tical knowledge of the science of busi­
ness and of the principles underlying dif­
ferent kinds of business w ill be of inesti­
mable value to him as he is confronted 
w ith  the problem involved in many 
estates, of continuing or disposing of 
businesses formerly carried on by testat­
ors who have made his institution their 
executor or trustee.
All of the qualities and attainm ents 
here recited as desirable in the ideal 
trust officer m ight be put down also as in­
herent in the ideal professional account­
ant. To be successful in his work, the 
accountant, of course, must be fam iliar 
with both the theory and practice of 
business administration, and w ith  mat­
ters of investm ent of the funds of in­
dividuals and corporations. He must be 
trained in the application of the general 
principles of law to business and financial 
transactions. He must be able to differ­
entiate between the trifling and the im­
portant, in reviewing the affairs of any 
business in w hich he is  committed, and
thus he cultivates a habit of sound and 
discrim inating judgment. He must use 
much tact and patience in dealing w ith  
his clients, and th is helps to create or 
m aintain that indefinable som ething in  
his makeup called “a pleasing person­
a lity .”
I should answer the question w hich I 
propounded at the beginning of th is talk  
by saying that the training and experi­
ence of a public accountant particularly 
fit him for the duties of a trust officer, 
if  he should find him self chosen to such 
a position and inclined to accept it, be­
cause the trust officer faces a variety of 
work and diversity of problems in line 
w ith the accountant’s constantly chang­
ing experience, and finds in the adm inis­
tration of funds a field for the exercise 
of all those qualities of integrity, accu­
racy, thoroughness, tact, patience and 
good judgment w hich h is vocation as an 
accountant has developed in him.
I should place first among the qualities 
that a trust officer requires and an ac­
countant acquires, the quality of integ­
rity and intellectual honesty w hich leads 
an accountant never to accept the easy 
or the plausible solution of a problem  
when by careful work and industry he 
can achieve a better one. W hile nobody 
may find out hi s  m istakes, he him self 
knows whether he is right or wrong and 
whether he is w illing  in his own mind t o 
admit of a course that isn ’t the direct 
and straight one to save labor or trouble 
or bring him self more profits.
Gentlemen, I feel th is has been but an 
elem entary presentation of som ething  
which perhaps to many of you is quite 
fam iliar, but I couldn’t resist the oppor­
tunity of coming in  touch again w ith  
some friends whom I have not seen for 
a long tim e and some w ith whom I am  
very happy to be connected more or less 
in business relationships.
CONVENTION OPENING ADDRESSES
HOTEL ROOSEVELT, NEW YORK CITY 
September 5, 1929
INVOCATION
Reverend Father J. A. Butt, Dean of 
School of Commerce, Loyola U niversity, 
New Orleans, La.:
Alm ighty and Eternal God in whose 
hands are the destinies not only of na­
tions but of individuals and associations, 
look w ith a benign and m erciful eye upon 
the deliberations of this assembly. More 
than any other body of professional men 
we are conscious of the many and varied 
blessings we owe to an all-bounteous 
Providence, and w ith the deepest and 
most heartfelt gratitude, we take this 
public occasion to render thanks to You, 
the Giver of all good gifts.
In an age of changing standards and 
sh ifting landmarks, we at least pledge 
ourselves once more to those high and 
lofty principles handed down to us by 
that long line of illustrious accountants 
that have gone before us. May the high 
ethical standards they always strove to 
set and maintain be the guiding post of 
our conduct in future years.
Fronted w ith the many and vexatious 
problems th is Convention has set itself to 
solve, we humbly beg for light to know  
and strength to accomplish only that line 
of conduct that is in consonance with the 
doctrine laid down by the Divine Master 
and the Phophets of Sinai.
Called upon so often to act the role of 
harmonizer, forced by our professional 
duties to adopt the habit of doing justice 
to every side, may we in th is assembly 
ever be mindful of the ideals we con­
stantly preach to others. May the com­
mon good, rather than our own selfish 
viewpoint be the tessera for our decisions. 
May our actions be motivated by the uni­
versal need rather than our personal in­
terests. May truth, justice, charity and 
mercy reign in th is assembly. May honor, 
praise and reverence be given by it  to 
Thee, the Eternal Godhead, in  the name 
of the Father and of the Son and of the 
Holy Ghost. Amen.
ADDRESS OF WELCOME
P. W. R. Glover, C. P. A., president New  
York State Society of Certified Public Ac­
countants:
Mr. President, Mr. Chairman, Members 
of The American Society of Certified Pub­
lic Accountants and Guests: I regret that 
I have to start my address of welcome 
with an apology. I apologize for the 
weather. However, the newspapers to­
day say that this is the hottest September
5 in the history of the United States. I 
believe it  is. I hope you w ill survive. I 
hope it w ill not interfere with the prog­
ress of your Convention.
I should like to say that our Society 
felt honored when it received the accept­
ance of this great institution, The Ameri­
can Society of Certified Public Account­
ants, to hold its E ighth Annual Meeting 
in New York. It was particularly gratify­
ing to us at that time because of the his­
toric event that w ill happen in account­
ancy next week. The New York certified 
public accountants are certainly priv­
ileged to have at the same tim e the 
Annual Convention of this Society, and 
the opportunity next week of m eeting
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foreign delegates from practically every 
civilized country in  the world in con­
vention.
I do not propose to make a speech in  
the few words of welcome I have to give 
you. We are glad to have you here. We 
are privileged in being able to cooperate 
w ith The American Society in  its  work, 
and, as representing the oldest state so­
ciety in the United States, I believe I ex­
press the hope of every certified public ac­
countant that the work of the state socie­
ties and the national Society of Certified 
Public Accountants be such that it  w ill 
result in a solidarity of effort on the 
part of certified public accountants to se­
cure and m aintain a standard of practice 
that w ill force upon the public generally 
the recognition of our professional status.
In closing, I should like to say that I 
trust you w ill have a pleasant tim e in 
New York. We hope to see a great deal 
of you w hile you are here for the three 
days of your Convention. We hope to see 
more of you during the week of the In­
ternational Congress.
ADDRESS
Robert H. Montgomery, C. P. A., Presi­
dent International Congress on Account­
ing:
Mr. President and fellow  members of 
The American Society: I have no apology 
to make of any kind or description. The 
New York State Society undertook to ar­
range the weather for you this week, and 
it  has fallen down hopelessly. The In­
ternational Congress undertakes to look 
after the weather commencing on Monday 
of next week, and for two long years I 
have been guaranteeing that the weather 
w ill be good. No one has yet been able 
to gainsay my remarks, so I repeat that 
commencing on Monday, the weather w ill 
be good, and you w ill enjoy your stay in 
New York from the point of view  of the 
weather.
The International Congress has been 
brought before you in many ways during 
the last year or two, and I shall not at­
tempt any general description of its ac­
tivities. I should like to say, and it is of 
very great importance from our point of 
view, the registration offices are now open 
in the Hotel Commodore, two blocks to 
the east. You w ill find tim e during lunch­
eon or late in the afternoon or the even­
ing or early in the morning during the 
next day or two, and I hope that each one 
of you w ill register. We expect a very  
large attendance. Many w ill not arrive 
until Sunday or Monday. At that time 
everyone w ill be busy, so that if  those of 
you who are here can register today, to­
morrow or Saturday, it  w ill be very help­
ful.
I hope I am not speaking to anyone 
who is in doubt about attending the Con­
gress. We have the cooperation and at­
tendance of accountants from, as Mr. 
Glover said, most of the civilized coun­
tries of the world. We expect to have in  
actual attendance delegates from about 
th irty different countries from such 
points as Australia, South Africa, Japan, 
as well as Central European countries. 
I think altogether we w ill have about 150 
to 175 from foreign countries alone. That 
in itself makes a pretty fair Congress of 
Accountants. Our registration from the 
United States to date is about 1,000. 
Those are paid registrations.
If we have nothing but quantity, 
nothing but a large attendance, you w ill 
waste your tim e next week, even though 
the weather is good. We are going to 
have som ething like 65 papers on ac­
counting subjects. The 65 papers have 
been printed and copies w ill be handed to 
each one who registers. You won’t have 
to listen to the reading of one of the 
papers. You won’t have to listen  to the 
synopses of those papers.
At each session, the authors of the 
papers for that session w ill be on the 
platform. The members of the Congress 
w ill be told that they are on the plat­
form, but they w ill not be allowed to 
speak. D iscussion w ill start, and as you 
know from your own experience at pre­
vious conventions, the most interesting  
part of our work, of our activities, the 
most interesting thing, I think, in our 
profession, is  the interchange of ideas.
If we all thought alike there would 
have been no progress in  our profession. 
We do not all think alike. We all make 
mistakes. We all have obsessions. We 
think we are right som etim es and we 
find later we were quite wrong. All those 
things come out in  discussions. Very 
few of them come out in  prepared papers. 
So we are going to have at all of these 
sessions, discussions w hich w ill be of 
the utmost interest, and I think of very 
great benefit to accountants who may at­
tend.
I think there w ill probably be an at­
tempt to adjourn the Congress at or 
about lunch tim e on Saturday, but if 
necessary, we will keep it going until six  
o’clock Saturday night.
That is what we have to offer. I hope 
that each one of you w ill register some 
tim e today, tomorrow or Saturday. I 
hope each one of you w ill attend the ses­
sions at the Congress. I hope that each 
one of you w ill stay through the week  
if you possibly can.
The Chairman has given me permis­
sion to speak a word about the Account­
ants Club at the Hotel Montclair, Lex­
ington Avenue and Forty-ninth Street. 
W ithin the last few  months the Account­
ants Club of America has opened quar­
ters in the Hotel Montclair. We have
struggled along for two or three years in  
very inadequate quarters, but today we 
are housed as w ell as any social club in 
New York.
We have very beautiful rooms. We 
have a very beautiful terrace where at 
the present tim e you would find a cool 
breeze, We have facilities for making 
you comfortable. We have a very large 
room there and in that room at the pres­
ent, one of the chief ornaments is a very 
large map of the world. When you see  
that map you w ill find on it a number of 
flags. Each flag represents a country 
which is actually represented a t the In­
ternational Congress by a delegate. It 
was a revelation to me the first tim e I 
looked at it. I think we are not as 
fam iliar w ith the map of the world as 
we should be, because we very seldom  
see it all at one time. There we have 
a map of the world and a great many 
flags representing the countries that have 
delegates at the Congress.
I hope each one of you w ill make at 
least one v is it to the Accountants Club. 
You w ill be welcome there. You are all 
eligible to membership. If you come to 
New York more than once every two or 
three years, you should be a non-resident 
member because you w ill get many priv­
ileges w hich far outweigh the sm all cost 
of non-resident membership.
In concluding, I hope each one of you 
w ill v is it the Accountants Club at least 
once. I hope that each one of you who 
likes the surroundings, the atmosphere, 
and the possibilities w ill do us the hon­
or of applying for membership.
REPLY TO ADDRESS OF 
WELCOME
John B. Tanner, C. P. A., past president, 
The American Society:
We thank our esteemed friend, Mr. 
Glover, for h is welcome and we sincerely  
appreciate the remarks of Colonel Mont­
gomery.
We are glad to be here in th is city  of 
commerce, industry, and finance.
New York is of particular significance 
to the profession of public accounting.
In th is country, it  was in  New York 
that public accounting was first recog­
nized as a distinct profession.
It is more or less generally believed  
that accounting was originated as a 
science by the English  and the Scotch. 
But the first real book on accounting was 
written by Simon Stevin, a Dutchman, 
in the year 1604. The Dutch developed 
accounting principles, auditing procedure 
and practical technique, w hich even now 
challenge our admiration and our re­
spect.
New York was first settled by the 
Dutch and known as New Amsterdam—  
and so we recognize the close relation­
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ship of New York to the origin of our 
basic accounting principles.
Our profession has not made attempt 
to enumerate its contributions to the 
growth, the modernization, and the finan­
cial success of American business enter­
prise, but we believe that professional 
accounting services are v ita l to both 
private and public welfare. At the same 
tim e, we are not unmindful that re­
sponsibility keeps pace w ith enlarged op­
portunity and it  is our constant effort 
to render increasingly intelligent service 
to our business clients, concurrently re­
cognizing that public right transcends 
private privilege.
We are glad to be in New York at 
th is particular tim e to join w ith others 
in extending a welcome to our profes­
sional brothers from many foreign lands 
and we are proud of the part The Amer­
ican Society of Certified Public Account­
ants has played in  bringing about the 
International Congress on Accounting to 
be held here throughout the coming week.
The horizon of business and profes­
sional activity enlarges daily and we are 
happy to take our part in th is interna­
tional conclave.
Our Society, the largest national or­
ganization of certified public account­
ants, is in convention here in  your city  
for the second tim e and we trust that 
the m eeting of so many members of our 
profession from the distant cities of our 
Union, w ith you of the East, w ill renew  
our consecration to the faithful perform­
ance of our professional duties, w ill re­
mind us of our inter-dependence in main­
tain ing the standards of professional con­
duct, w ill foster the spirit of united and 
harmonious decision and action in all 
professional matters, w ill enlarge our 
knowledge of professional principles and 
practices and w ill inspire each and all 
in the upholding of the dignity and hon­
or of our calling.
The American Society of Certified Pub­
lic  Accountants is proud of its con­
spicuous accomplishments during the 
eight years of its history.
We regret that tim e does not permit 
a review of many of these activities.
We have fostered “Standards of Prac­
tice.”
By in itiative and in cooperation we 
have engaged upon many special under­
takings such as Arbitration, Natural 
Business Year, Classification of Account­
ancy Services, Calendar Simplification, 
et al.
We have been particularly interested  
and active in bringing about State Reci­
procity.
The work of the Committee on Enroll­
ment and Disbarment has given us op­
portunity to aid those Certified Public 
Accountants whose activities or qualifi­
cations have been ineptly represented to 
officials in interest.
We are proud o f the activity of The 
American Society in  the protection of 
States R ights which have been so sev­
erely attacked by those who have a 
meager comprehension of the necessity  
for protecting the sovereign rights of 
our political units.
We have fostered the w elfare of State 
societies o f Accounting and championed 
the sound principle that State boards 
have not only the right but the obliga­
tion to enforce State laws and State 
policies w ithout let or hindrance from 
external sources.
And above all, we have maintained the 
legality and the popular respect for the 
designation “Certified Public Account­
ant.”
The attacks upon the Certified Public 
Accountant designation have come both 
from w ithin and w ithout the profession.
In 1922, we successfully undertook to 
prevent a private corporation from is­
suing Certified Public Accountant “De­
grees” to any and all applicants.
For years some professional account­
ants have held in slight regard the im­
portance of m aintaining the Certified 
Public Accountant designation.
By innumerable acts of commission and 
om ission they have endeavored to en­
force substitute professional standards 
of identification.
We do not hold that a particular nom­
enclature of distinction is superior to 
all others, but we do hold that profes­
sional development and a better public 
understanding can not be accomplished 
by the use of different designations by 
different groups of professional public 
accountants.
The necessity for united group action 
and for one common designation for all 
is self-evident to those who have na­
tional professional consciousness and un­
selfishness of purpose.
The American Society of Certified Pub­
lic Accountants is irrevocably committed 
to the designation Certified Public Ac­
countant as the only title of professional 
identification now available for the use 
of each and every member of our pro­
fession.
It so happens that we are the only 
group of professional accountants, ex­
clusive of State organizations, which is 
committed to th is principle.
Again, let me express our appreciation 
for the words of welcome we have re­
ceived today.
Our convention committee has devel­
oped and prepared for us a program of 
discussion, information, and entertain­
ment which we are about to enjoy for 
the remainder of the current week.
We look forward w ith pleasant anti­
cipation to the m eetings of our Society  
which are now begun.
Our attendance here w ill give us many 
opportunities to increase our knowledge 
of accounting principles and practices 
and to extend our mutual friendships and 
acquaintances among men of outstanding  
accomplishm ents. It w ill renew our faith  
in  the unlimited oportunities for expand­
ing our professional activities and as we 
leave th is convention and the Congress 
to follow, each w ill depart w ith  a more 
serious interest in the w elfare of h is  
profession and w ith a firmer resolution  
to give to his client and the public the  
utm ost of h is ability, loyalty, and under­
standing service.
STATE BOARD NEWS
ARIZONA
John W. Wagner, of Phoenix, has been 
appointed to the Arizona State Board of 
Accountancy to succeed James M. Lawton.
ARKANSAS
Russell Brown, C. P. A., of L ittle Rock, 
has been appointed a member of the  
Arkansas Board of Accountancy to take  
the place of W. W. Findley. The Board  
as now organized is composed of G. Rus­
sell Brown, President; James V. Stewart, 
Secretary; R. C. Frambers, Treasurer.
IOWA
F. L. Finnegan, of Mason City, has been  
appointed to the Iowa State Board of Ac­
countancy to succeed L. J. Hertlein, o f  
Fort Dodge.
NEW MEXICO
Lon M. Fletcher, of Albuquerque, h as  
been appointed a member of the N ew  
Mexico State Board of Accountancy to  
succeed Mathias Sippel.
OREGON
P. W. Janney, of Portland, has been ap­
pointed to the Oregon State Board of Ac­
countancy to succeed A. J. Tourtellotte. 
The Board, as now organized, is com­
posed of E. M. Wilson, Chairman; George 
Black, Vice-Chairman; Seth L. Roberts, 
Vice-Chairman; P. W. Janney, Vice-Chair­
man; A. R. Sawtell, Secretary-Treasurer.
PORTO RICO
The vacancies caused in the Board of 
Exam iners of Accountants by the resigna­
tions of F. G. Holcomb and Andrew P e­
tersen have been filled by the Governor 
of Porto Rico and the Board is now con­
stituted as follows: Antonio R. Hernan­
dez, President; W illiam A. W aymouth,  
Treasurer, and J. E. Soltero, Secretary.
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Robert Browning — Accountant
Now Browning was a born Brit­
isher, who are accountants alm ost by in­
stinct, and he lived most of h is life in  
Italy, the birthplace and cradle of double 
entry bookkeeping. Naturally one would 
expect his poems to contain many allu­
sions to accounting and its kindred topics, 
and so they do.
Peculiarly enough no mention is made 
of accountant, bookkeeper, ledger, or 
debit. “Auditor” is used only three times, 
and then only in the primary sense of 
“listener.” “Daybook” occurs only once 
(R ing & Book 2:806). But otherwise 
Browning seems to have had more knowl­
edge of business and accounts than a very 
idealistic poet might be expected to have. 
H is greatest work, the “R ing and the 
Book” has many such references, and two 
shorter works, “The Inn Album” and 
“The Red Cotton N ight Cap” are  also  
replete w ith allusions to trade and com­
merce.
He seems to have a good picture of the 
junior accountant: “In pushes the brisk 
junior” (R & B 10:1990). And of the 
“holler & tick” stage: “W hile youth bent 
gazing at its red and blue” (Jonathan  
& Hakkadash 304). “And figure as they 
list till out of breath” (Columbe 5:32). 
And at the end of long day “No longer, 
Farinacci, let us add.” (R. &. B. 8:764).
He pictures the man who goes into a 
new enterprise w ithout sufficient capital, 
“Too filled w ith airy hopes to make ac­
count.” (Paracelsus 1:86).  F inally  he 
calls in an accountant “What I do need 
instructing about are these accounts” 
(Pippa Passes 4:20).  So the account­
ant calls his chief of staff and the latter 
gives instructions to the audit crew  
“Since my client can no longer sm ile” 
(R. & B. 9:175).
“Each note and check the other in  
his work” (Bishop Blougram’s Apology 
147); “Prompt nobody and render an ac­
count” (Sordello 4:792); “Balance theirs, 
not blot them out of sight” (Columbe 
5:219).
Meanwhile the client has told his book­
keeper about the auditor “Who may 
come presently and close accounts” (R. 
& B. 11:1373) and the bookkeeper is im­
mediately “Busied w ith all important bal­
ance of accounts (Clive 117).
The auditors arrive and start looking 
over the ledger: “Ugh! I shall never get 
thru a third part of your accounts” 
(Pippa 4:22).  But they pitch into the 
work just the same: “Corrected, added 
to, subtracted from, discuss” (Fifine 
1774). The client is disappointed in the 
work. He points to the junior: “That 
low man goes on adding one to one”
B y L. GLUICK. C. P . A.
In tr o d u c tio n : There is probably no better  
known literary critic and professor o f liter­
ature than W m. L. Phelps. H e h as a  m onthly  
departm ent in Scribner’s  M agazine and a  
w eekly colum n in the Curtis newspapers. 
D espite h is advancing years he s till  travels 
around the country as much as h is university  
duties w ill perm it him, lecturing to a ll kinds 
of literary and dram atic societies. H is fine 
flare for publicity led him to get Gene Tun- 
ney to address h is students on Shakespeare  
and m any people concluded that Dr. Phelps 
w as a Shakespeare authority. W ell, he is, 
but his chief claim  to fam e is being the  
greatest A m erican prophet of Robert B row n­
ing. (See h is book on Brow ning published by  
Bobbs-M errill.) W e m ention all th is by w ay  
of g iv in g  P rofessor Phelps an ass ist on this 
article, for it w as he who inspired us to read  
much of Brow ning’s very volum inous works.
(Grammarian 117). He had thought that 
all auditors “Do sums of fifty figures in 
their heads” (Mr. Sludge 1230).
By way of independent verification they  
call upon “The bank, to help us tell our 
history” (Sordello 3:661). Finally the 
auditor shows the client the statement in 
draft, and the latter responds “No depre­
ciation—nay I beg you s ir !” (Bishop 
Blougram 14). But the auditor persists 
about the clients “credit based on bal­
ance” (Inn Album 1:349) and they “Talk 
grand of dollars and so forth” (Mr. 
Sludge 100) w ith  such fam iliar phrases 
as “Provided rent and taxes were dis­
charged” (Red Cotton 2:782).
Finally  the senior in charge tells the 
bookkeeper to make certain correcting  
entries, and when the latter says he can’t, 
the senior retorts: “I’ll make the true 
charge you lack w it to make” (R. & B. 
11:2005).
Then there is the case of the embezzle­
ment and bankruptcy: “By carelessness 
about h is banker’s book” (Red Cotton 2: 
1098), “Clean gone our clerk in a trice!” 
(Martin Relph 65). “Took churlish leave 
and left, too, debts to pay” (Red Cotton 
2:671).  At the end there is the argu­
ment about whether dividends “Should 
go to  the common stock if anything” (R.
& B. 2:413).
Browning seems to have anticipated the 
Income Tax w ith true prophetic foresight. 
We hear the taxpayer who suddenly real­
izes it is the fifteenth of March, exclaim: 
“That detested tax; a ll’s over th en !” 
(Strafford 2:1:64).  But a kind friend sug­
gests a C. P. A. may help him. So he goes 
to one, pulls a few  scraps of paper out of 
his inside coat pocket and says: “Three 
little  columns hold the whole account” 
(The Inn Album 1: 22).  But later the
taxpayer get a 60-day letter and rushes 
off to h is accountants, who have “Taken 
our client’s part instinctively” (R. &
B. 8:739) and “Whose double taxes you 
appealed against” (Soul's Tragedy 1: 
283).
There are a few other isolated lines 
that need quoting. There is one which  
Harold Dudley Greeley ought to have as 
his slogan on h is stationery: “According 
to his w ill which I account” (Francis Tur- 
in i 333). Another about the sloppy book­
keeper “Had ever leave to blot your jour­
nals, eh?” (Two Poets 1031). A third  
which could be the theme song for the 
great m ail order corporations “And so 
we profit by the catalogue” (Red Cotton 
1:292).
And last the good accountant him self: 
“I balance books” (Druses 3:72),  “Zeal­
ous for the truth, a credit to his kind” 
(R. & B. 8:1760).
(Copyright, 1929, by L. Gluick.)
NOTES
The Bank of America Trust Company, 
Pittsburgh, of w hich Harry B. Scott, for­
merly a Vice-President of The American  
Society, is Vice-President, officially opened 
its new banking rooms and vault in the 
Chamber of Commerce Building on Tues­
day, October 29, 1929.
The Associated Press of July 7, 1929, 
carried the notice that H is Royal H igh­
ness Humbert of Savoy, Prince of Pied­
mont and heir to the Italian throne, had 
blossomed out as a full-fledged Certified 
Public Accountant.
The press reports of today announce 
his formal engagement to Princess Marie 
of Belgium. W ith the consummation of 
the marriage, we w ill expect that at least 
one household budgetary system w ill be 
inaugurated.
“Economic Effects of E lections” is the 
title of an article by Herrmann Hersko- 
witz, C. P. A., appearing in the March 27, 
1929, issue of the New York U niversity  
Alumnus.
P itt Rivets, the official publication of 
the U niversity of Pittsburgh, carried in  
its September, 1928, issue an article on 
“Reading Financial Statem ents,” by C. C. 
Sheppard, C. P. A.
F. Cornelius Wandmacher, C. P. A., one 
of our New York members, is a candidate 
for State Assemblyman, New York (Re­
publican), 18th Assembly District.
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American Arbitration Association Luncheon
International Congress on Accounting, New York City, September 13, 1929
By JAMES A. HALL, President for the
Day of the International Congress on
Accounting.
We are here today at a luncheon spon­
sored by the American Arbitration Asso­
ciation. For the benefit of our foreign 
guests there is a very close association  
between the accountants of America and 
the American Arbitration Association. I 
am not going to tell you about arbitra­
tion, but I am going to call upon Mr. 
Lucius R. Eastm an to explain its entire 
purposes.
By LUCIUS R. EASTMAN, President of 
the American Arbitration Association.
We appreciate the tremendous coopera­
tion we have had from your association  
here, and we appreciate that at a tim e 
like th is those of you who are interested  
in the subject of arbitration w ill want to 
hear the men who have accomplished 
most in that line and they are the men 
who are most necessary to its progress. 
We w ant them to speak on the work of 
our Association.
We have asked Judge Grossman, one of 
our Honorary Presidents, and one of the 
most loyal supporters of arbitration in  
this country, to  speak and he is  going to 
tell you in  a few words som ething of the  
work of the Association.
B y  JUDGE GROSSMAN.
Chairman, Ladies and Gentlemen: In  
the presence of so many distinguished  
guests, I can not resist the impulse to 
express to you my appreciation and em­
phasize a note of welcome to you on the 
occasion of this international luncheon. 
The American Arbitration A ssociation  
feels under a great debt of gratitude to 
many men and to many associations, but 
there is  no profession that has done more 
for the cause of arbitration unless it  is  
the legal profession.
In the two or three m inutes in which I 
w ill occupy th is platform I want you to 
know that the directors and governors 
and officers of the American Arbitration  
Association take th is occasion to express 
their gratitude and in  paying a tribute 
to you.
The Arbitration Law may hot be known 
to all of you. It was the result of inde­
fatigable effort which has taken many 
years of tim e and effort on the part of 
leaders in commerce and of the Bar, 
some of whom are occupying th is plat­
form at th is time. This law  makes valid, 
irrevocable and enforceable an arbitration
clause in  a contract and thus elim inates 
the necessity of long, drawn out and ex­
pensive litigation. Today in 181 cities 
of th is country nearly 300 certified pub­
lic accountants named upon the National 
Panel of Arbitrators are performing th is 
important work w ith lawyers, w ith bank­
ers and w ith  merchants. How can a man 
take advantage of arbitration? First, 
by fam iliarizing him self w ith a very  
sim ple statute enacted by many states 
and which later, we hope, w ill be adopted 
universally. Second, by acting as an ar­
bitrator. You may get an appointment on 
the N ational Panel by w riting the Ameri­
can Arbitration Association at its offices, 
521 F ifth  Avenue, of your w illingness to 
serve. You may v isit our headquarters, 
occupying the 29th floor of the Lefcourt- 
N ational Building, Forty-third Street and 
Fifth Avenue, only a block away. Come 
over and study our institution and v is it  
the tribunals there. You m ay achieve 
membership in our Association. You may 
see what books have been issued and ac­
quire them. You may go home and tell 
your own countrymen what America and 
its states are doing in the matter of arbi­
tration and, profiting by our experience, 
adopt a sim ilar method of procedure.
Ladies and Gentlemen, my tim e is  lim­
ited, but may I once more express the 
very deep-seated sense of gratitude and 
appreciation which we owe to those men 
who accomplished so much in the early 
days of our organization. I w ill never 
forget that Edward L. Suffern, when we 
were only a week old, wrote us a letter 
expressing h is interest in arbitration and 
stating that he felt that as an officer of the 
New York State Society of C. P. A’s it was 
his duty to advise h is members of its  ad­
vantages and requested that we send him  
any literature we m ight have on the 
subject.
It was Edward L. Suffern whose warm­
heartedness and patriotic influence ap­
pealed not only to the New York State 
Society and the many State Societies now  
affiliated w ith our body, but to The Ameri­
can Society of C. P. A's, and the American  
Institute. They all have aided us in a 
very conceivable manner.
Thank you, each and everyone of you, 
and each of the great associations that 
has made this Congress possible.
B y  HOMER A. DUNN.
Opinions may differ on the question of 
a psychological relationship between the  
movement in th is country for Commercial 
Arbitration and the world-wide move­
m ent for International Peace, but both
make a sim ilar appeal to  m inds of peace­
ful, analytic, and economic tendencies.
As we are Arbitrationists we are Peace­
makers and Economists, and we have 
been charged w ith  being Idealists. Never 
was there an Idealist who was not a Pro­
gressive, and never a Progressive who 
was not an Idealist. If called upon to 
plead to that charge on behalf of the ac­
counting profession, I should have no 
hesitation in  responding, “Guilty, but 
w ith justification.”
Court litigation  over a commercial dis­
pute is war between tw o persons. The 
afterm ath is  a much keener and more 
lasting bitterness of feeling than follows 
war between nations. Such litigations 
entail not only the waste of outlay but a 
much greater waste arising from the dis­
solution of business relations and the 
consequent search for and establishm ent 
of new ones.
It w ill be a fortunate day for those en­
gaged in  commerce when they are brought 
to  an understanding of the ways by which  
and the extent to w hich Arbitration can 
be made to prevent such wastes. The 
creation of that understanding, and the 
fostering of the incentives flowing there­
from, is  one of the objectives of the  
American Arbitration Association—pos­
sibly the primary one. In  its  labors for 
that understanding the Arbitration Asso­
ciation craves and seeks support like unto 
that w hich it has received from the Cer­
tified Public Accountants and their state  
and national organizations.
The pursuit of this objective necessarily  
involves the feature of obtaining effective 
and fairly uniform statutes in  our many  
states and territories. The “close-up” on 
our political organization which our dis­
tinguished guests from countries of dif­
ferent political organization w ill get from  
their v is it and contact w ith us may help 
them to comprehend some of our diffi­
culties in  th is undertaking.
The field of the professional account­
ant embraces the discovery or develop­
m ent of financial or economic facts and 
their utilization in  the most enlightening  
way or to the m ost constructive end. The 
function of the Arbitrator is to consider 
the facts and arrive therefrom at a just 
decision. Is not the accredited profes­
sional accountant better equipped by 
training and experience than any other 
to ascertain and array before an Arbi­
trator the financial or economic facts per­
tinent to a submitted dispute? If so, that 
fact alone should indicate to him, as well 
as to his client and the public, a field in  
which h is services may be employed w ith  
benefit and profit. Those who are en-
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gaged in commercial or financial pur­
su its and those who are brought into  
professional contact therewith could, w ith  
profit, take a few leaves from the history  
of Commercial Arbitration in  Great Bri­
tain, a statutory and professional pioneer 
in  its  utilization.
Those among m y professional brethren 
who like to let their thoughts dwell upon 
things which possess the dual quality of 
personal benefit and the general good of 
mankind m ight w ell concern them selves 
actively in  some of those things which  
w ill contribute to the establishm ent and 
utilization of Arbitration as a means for 
the peaceful settlem ent of business dis­
putes, such as:
Encouraging the discussion of Com­
m ercial Arbitration in  all k inds of busi­
ness gatherings and participating therein.
Cooperating w ith others who seek to 
procure effective arbitration legislation  
o f the kind represented in the Draft State 
Act of the American Arbitration Asso­
ciation, which is  in  harmony w ith the 
Federal Act.
Enrollment in  the National Panel of 
Arbitrators of the Arbitration Associa­
tion and service as an Arbitrator when  
so  called upon and it  can be rendered 
w ithout conflict w ith any professional re­
lation.
Participating in  the distribution of the 
literature of the Arbitration Association, 
with examples of which you  have been 
provided.
Obtaining and m aintaining membership 
(professional class) in  the* American Ar­
bitration Association, 521 F ifth  Avenue, 
N ew  York City, as a recognition of the 
fact that support comes from m ass as 
w ell as means.
Obtaining and m aintaining membership 
in  a State C. P. A. organization, if  not al­
ready a member, and keeping in  close 
contact with and supporting the efforts 
o f its  Committee on Arbitration.
Obtaining and m aintaining membership 
in  the national organization of C. P. A’s, 
i f  not already a  member, and supporting 
the plans, measures, and efforts of its 
Committee on Arbitration.
B y  PROF. WESLEY A. STURGES of 
Yale University.
To observe upon the function of the 
accountant in  the development of the 
program of commercial arbitration, I 
would emphasize the end of commercial 
arbitration. Parodoxical as it  may seem, 
th e  end of arbitration is  not only to elim i­
nate litigation  but also arbitration, as 
present experience shows, by the use of 
"the arbitration clause in commercial con­
tracts. Experience proves that if  busi­
n ess men entering into a contract o f pur­
chase and sale or in  articles of partner­
sh ip  or into a lease or other com­
m ercial transaction, insert a clause
whereby they agree to arbitrate disputes 
which may arise out of that particular 
transaction, that agreement for arbitra­
tion tends m aterially to induce the 
parties them selves to elim inate such con­
troversies as arise between them. This 
is  true in  those states like New York, 
Massachusetts and New Jersey and in  
cases under the jurisdiction of the United 
States statutes in  which such agreements 
for arbitration are irrevocable and spe­
cifically enforceable. To repeat, experi­
ence shows that the use of the arbitra­
tion clause in  commercial contracts elim i­
nates not only litigation, but arbitration.
W hat is the position of the accountant 
with respect to  the development of the 
arbitration program? I submit to you 
that, becoming informed upon the use of 
arbitration agreements, you commend 
them to your clients. In the present day 
process of organization and reorganiza­
tion, when the partnership of today is the 
business trust of tomorrow and the cor­
poration of the day after, and then the 
day after the organization is  d isinte­
grated, it  is reorganized and merged, I 
know of no professional group who is 
more informed of th is ebb and flow of 
business units than the accountants. May 
I commend to you that you observe the 
possibility and point out to your clients 
the desirability of the use of such a clause 
in  these varying transactions.
To repeat th is that the end of arbi­
tration m ay be accomplished, namely, not 
only the elim ination of litigation  but even  
arbitrations, that cordial business rela­
tionships may be perpetuated.
By J. PRYSE GOODWIN
Arbitration, to  my mind, has rendered 
a great service to professional account­
ancy—first, in  the development of func­
tion, and secondly, in the development of 
spirit.
Regarding the subject of arbitration, 
as compared w ith court procedure, arbi­
tration saves time, money, publicity, 
credit, and friendship. It saves money 
because arbitration fees are less expen­
sive than the expenses attached to litiga­
tion. It saves tim e—there are 26,000 
cases on the court calendars, and if  you 
are lucky your case would be settled in 
three years, whereas by arbitration it  
would be settled in  as many weeks. It 
saves money, and surely by the saving of 
money saves tim e. It also saves pub­
licity , in  that no correspondents or news­
paper men are present at hearings. It 
saves credit. It saves friendship by 
elim inating the bitter attacks that are 
made in  a court of law.
J. Noble Braden, the Secretary of the 
Arbitration Committee of the Association, 
who is  sitting  at the second table over 
there, called me one day to act as arbi­
trator in  a case. He called me on a Fri­
day and the hearing was set for two 
o’clock on the follow ing Thursday. At 
two o'clock, Thursday, in the chambers 
of the American Arbitration Association, 
there w as a plaintiff, h is  attorney and the 
defendant. The amount involved was 
$1,800 in  salary between a manufacturer 
of automobile parts and an employee. 
The young man had prepared a brief. I 
said, “Young man, you have already saved  
three years by coming here, take your 
own tim e.” We are not interested in  
time, we are interested in  adm inistering  
justice. The employee’s salary was in  ar­
rears, and thus a dispute arose. Mr. 
Braden then made an admirable sug­
gestion. He suggested that they go aside 
and talk  th ings over—they adjourned into  
the next room. In a quarter of an hour 
they returned after having talked over 
the matter. On the basis of that discus­
sion I was able to sign the award. Just 
before the award was signed, the attorney 
for the plaintiff said, “I think, you have 
told me you were a stockholder in  th is  
concern”—the employee replied that it 
was a bonus stock. The attorney con­
tinued, “you were interested in  its  
profits.” The employee said, “Your 
Honor, I withdraw the claim.” I signed  
the award at a quarter after three, the 
hearing having begun at two. The young 
man came up and thanked me for the 
award and for the service. I said, “you 
two men have been associated in  business 
for nine years, I would not want to leave 
th is room w ithout seeing you shake 
hands—which they did and walked out 
arm in arm.
This is the service we can render in the 
saving of money, time, credit, publicity  
and friendship.
By SIR WILLIAM PLENDER.
Mr. Chairman, Ladies and Gentlemen: 
I was asked a few  moments ago on be­
half of your guests here today to thank  
you very heartily for your hospitality. 
That I have done. I did not expect until 
the last few  seconds that you wanted me 
to say a word on arbitration in  my own 
country.
Personally, I think it  is a wonderful 
method—it is  done w ith much more dis­
patch and less cost and less dissatisfac­
tion than in  a court of law. In my coun­
try accountants are frequently called upon 
to act as arbitrators. It may interest you 
to know that the coal industry has arbi­
trated questions in  disputes between the 
coal owners and the workers and that the 
arbitrator who was the means of avoiding  
strikes in  the coal industry for some 
years happened to be an accountant.
I can assure you that we view  w ith  
very great interest the progress of arbi­
tration in th is country and anything we 
can do to help, w ill be done w ith pleasure.
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Talking Shop
A DEPARTMENT CONDUCTED BY L. GLUICK, C. P . A.
WE acknowledge w ith  thanks the re­
ceipt of the f if t ie th  Annual Report of 
the Navy Mutual A id  Association, not­
ing w ith  particu lar interest the audit 
certificate of Robert H. Smith, C. P. A., 
of Washington, D. C. I t  strikes us that 
i t  is about time the Certified Public Ac­
countants of th is  country got together 
to form  a mutual insurance group of 
the ir own, affiliated, of course, w ith  the ir 
national society. Th ink i t  over; ta lk  i t  
over; get the directors of our Society to 
take action and have the scheme a ll 
ready to submit to the 1930 convention. 
I f  Naval Officers, who are regarded as an 
extra hazardous ris k  by commercial in ­
surance companies, can successfully 
operate at $7.39 per thousand for a bene­
fit of $7,500.00 at age 35 and s im ilar low 
rates at other ages, accountants could 
probably do even better. Of course i t  
would be necessary to have at least 5,000 
members.
" T HE Chiropodist’s Insurance”  is the 
tit le  of an article by the conductor 
of th is department which appeared in  
the Journal of the National Association 
of Chiropodists, for August.
O N one of the hottest days of th is sum­
mer, we nearly froze to death. Don’t  
say: “ Now I ’l l  te ll one.”  I t  is a fact. 
Listen. The thermometer was pounding 
ninety, and had been fo r several days. 
We were wearing our lightest clothes, a 
white linen suit, and w ishing that the 
F lorida and Texas custom of going coat- 
less prevailed in  New York. We were 
summoned to take part in  an emergency 
investigation. The business was fresh 
food; the firs t step absolutely required 
was to take inventory. The manager 
gave us a pa ir of cotton overalls and a 
woolen overcoat and gloves to wear over 
our clothes, but after an hour and a quar­
ter in  a succession of re frigerator store­
rooms, average temperature 24 degrees 
Fahrenheit, we were so chilled that we 
had to go out fo r a cup of H o t Cof­
fee. Who says an accountant’s life  is un­
eventful?
T HE fo llow ing is taken from  the New 
York Sun of Ju ly 18, 1929:
“ M ATHEM ATIC AL SIGNS 
“ The schoolboy bowed over his a rith ­
metic may th in k  that the iden tity  of the 
man who invented the plus sign is as 
thoroughly obscured as tha t of the man 
who invented sleep. A  review in  ‘Nature' 
of the firs t volume of Professor F lorian
Cajori’s ‘H istory of Mathematical Nota­
tions’ shows tha t not only are the iden­
tities  of those who firs t made use of our 
commoner mathematical signs known but 
that in  one lib ra ry  or another are to be 
found—by such a persistent seeker as 
Professor Cajori—the memorabilia of 
those who invented signs which fe ll in to 
disuse. Herigone proposed the use of 
2|2 fo r ‘equal to ’ ; of 3|2 for ‘greater 
than’ ; and of 2|3 fo r ‘less than.’ 
Professor Cajori gives him  place along­
side Robert Recorde, the man who firs t 
used the accepted sign of equality, and 
H arrio t, the seventeenth century mathe­
matician whose signs fo r ‘greater than’ 
and ‘less than’ are those in  use today. 
The plus and minus signs were firs t used 
in  p rin t toward the end of the fifteenth 
century by Widman, but the French signs, 
‘p’ and ‘m’ survived fo r 130 years. W il­
liam  Oughtred, who invented some 150 
mathematical signs and symbols, contrib­
uted the m ultip lica tion  sign to his own 
age and to ours. Johann H einrich Rahn, 
the Swiss mathematician, introduced the 
division sign in  tha t sense in  the seven­
teenth century; i t  had been used earlier 
as a minus sign and continued to be used 
in  tha t sense in  Germany and the Scandi­
navian countries u n til the twentieth cen­
tury.
“ Those who make a business of mathe­
matics rather than those who make oc­
casional use of the science of numbers 
w ill be concerned about credit fo r the in ­
vention of these common signs, long ago 
the common property. Thomas Hobbes 
once rebuked a mathematician who 
showed too great a fancy fo r signs and 
symbols. He wrote:
“  ‘Symbols are poor, unhandsome, 
though necessary scaffolds of demonstra­
tion  . . . though they shorten the w r it ­
ing, yet they do not make the reader un­
derstand i t  sooner than i f  i t  were w ritten  
in  words.’
“ The schoolboy, eager to spurn the 
scaffoldings of demonstration by which 
he climbs, would agree w ith  Hobbes, pos­
sib ly even i f  he learned that Hobbes was, 
in  a manner of speaking, a mathema­
tic ian  himself.”
F IVE  members of the Yale Faculty have 
accepted concurrent positions on the 
Faculty of the new Connecticut College 
of Commerce, an ins titu tion  for business 
tra in ing  opening in  New Haven th is 
year. Assistant Professor Ralph C. Jones, 
of the Accounting Department, w il l teach 
accounting in  the new college, as w ill 
Andrew Barr, Jr., Instructor in  the same 
department.
D ESPITE the fact tha t we were unable 
to attend much of the New York 
convention, we were around enough to 
enjoy it, and we could w rite  a whole lo t 
about our impressions, reactions, etc. But 
at th is late date we must confine our­
selves to  current topics. However, we 
want to go on record more clearly about 
our stand in  regard to the Motor Ac­
counting Company, the General Motors 
Subsidiary. We have no objection what­
soever to the company d ictating to its  
dealers who shall make the audit; there 
are times when we th in k  the company is 
not only w ith in  its rights in  doing so, 
but is doing the dealer a favor, whether 
the dealer believes i t  or not. (See our 
article in  the A p ril, 1928 issue.) The 
point we want to make is against cor­
porations practicing accountancy. No 
State perm its corporations to practice 
law or medicine; few perm it the cor­
porate practice of dentistry. I f  account­
ancy is ever to be universally recognized 
as the profession which i t  r ig h tfu lly  is, 
(and a learned profession too) the prac­
tice of accountancy must be forbidden to 
corporations. Have we made ourselves 
clear?
T HE funniest fictional treatment of the 
Income Tax we have seen in  many a 
long day was a story entitled “ Take Your 
Time,”  which appeared in  C ollier’s 
Weekly fo r August 31.
H ERE is a request which we hope our 
readers w ill respond to generously. 
I t  comes from John J. Gerlach, C. P. A., 
(Ohio), now resident in  Bowling Green, 
Ky.
“ Haven’t  you omitted an honorary com­
mercial fra te rn ity , Beta Gamma Sigma, 
to which more C. P. A ’s belong than any 
ether honorary body? I t  has a chapter 
in  the m a jo rity  of our leading commerce 
colleges. Of the various college groups I  
believe tha t accounting leads in  the per 
capita selection fo r membership in  th is 
Society. Professor Wm. D. Gordon, 
Wharton School, U niversity of Pennsyl­
vania, is a leading member. Others w ill 
necessarily submit the ir names to your 
magazine. I  received my election to
B. G. S. at the Ohio State University.”
WE wonder how many of our readers 
noticed how persistently throughout 
the W orld ’s Series, the announcer fo r 
WABC (Columbia system), insisted that 
a fielder had been CREDITED w ith  an 
error.
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B ACK in  November, 1927, we attended 
a meeting of the New Jersey Society 
of  C. P. A ’s at which Leland R. Robin­
son read a paper on “ Investment Trusts.”  
This form of financial organization has 
since then grown w ith  giant strides, and 
Mr. Robinson has expanded his paper of 
two years ago in to a plump volume, pub­
lished by the Ronald Press. We have not 
read i t  in  its  entirety, but nevertheless 
can heartily  recommend it.
answer to a heated communication 
from a reader of th is column who 
bought and read a book because we rec­
ommended it, and was b itte r ly  disap­
pointed, we must point out the note which 
appeared at the head of th is  department 
in  the May issue.
T HE follow ing communication from 
Sterling D. Spero, Ph. D., is most in ­
teresting, ra ising a question which has 
never occurred to us, and we doubt i f  
many of our profession have heard it. 
We hope tha t our readers w il l  be able 
to give him  the in form ation he desires, 
which should be sent d irectly to him  at 
41 West Eighty-second Street, New York, 
N. Y.
“ In  connection w ith  a study of the oc­
cupation of negroes, begun some time ago 
under the Social Science Research Coun­
cil, I  should like  to know to what extent 
members of tha t race have entered the 
profession of accountancy and have quali­
fied as C. P. A's?"
O NE of our chief difficulties in  getting 
out th is department is in  keeping i t  
free from  m atter tha t could in  any sense 
be considered advertising on the one 
hand, or offensive to advertisers on the 
other. A  great deal tha t we would like  
to say about mechanical devices espe­
cially, both pro and con, is ruled out be­
cause names must not be mentioned; we 
thought we got around i t  one time but 
Mr. Springer said the inference was so 
clear tha t we m ight jus t as well have 
mentioned the name, and he cut out the 
whole paragraph. Here is a recent ex­
perience which ought to be noted, but 
loses ha lf its  significance w ith  names 
omitted, and description deliberately 
vague.
As a user of a certain “ mechanical 
aid”  we found ourselves in  need of spare 
parts. A  canvass of a dozen dealers 
showed tha t not one had them, though all 
had the basic tool. One dealer had the 
impertinence to  te ll us tha t the refills 
weren’t  made. Another very polite ly 
said he would order them fo r us from the 
factory and in  a week or ten days we 
could come in  and get them. Now the 
whole m erit of th is device in  question,
as distinguished from many others on 
the market, is the refill, and i t  struck us 
as one of the worst pieces of merchan­
dising we had encountered in  many a 
long day, that the manufacturer should 
not have h is dealers supplied. So we 
wrote to the manufacturer te lling  him 
the whole story, and enclosing a coin for 
some of the refills. To the everlasting 
credit of the manufacturer be i t  hereby 
recorded he prom ptly sent us: (1) a le t­
ter of apology fo r the existing condition,
(2) a generous supply of the refills, (3) 
a re turn of our coin, (4) thanks for our 
having called the condition to his at­
tention.
But a l it t le  more questioning on our 
part revealed a condition that is too 
typical of American business today, in 
nearly a ll lines, and not alone jus t th is 
one lit t le  office aid. Dealers don’t  want 
to carry spares and replacements; they’d 
rather sell new articles; and, (th is  is 
the sad part) the consumer in  the ma­
jo r ity  of cases prefers to buy a new 
rather than go to the trouble of getting 
a replacement or repair of the old article, 
otherwise in  perfect condition. We are 
not in  sympathy w ith  penny pinching 
“ economies,”  which are real extravag­
ances, but to throw away a dollar article, 
because i t  is too much trouble to get a 
dime refill, is wanton waste.
S PEAKING of Duluth, the most th r i l ­
ling  book we read this summer was 
“ Seven Iron  Men,”  by Paul de K ru if, 
the scene of which is in  and around that 
city.
T HE general public is pre tty well ac­
quainted w ith  appraisals. W hile the 
great m a jo rity  of appraisals s til l take 
place a t the time of a merger, or flota­
tion  of an issue of securities, each year 
sees an increasing number of organiza­
tions which have an annual recheck of 
the orig ina l basic appraisal, fo r insur­
ance and other purposes. So accurate 
have the better appraisal organizations 
become tha t i f  the books of account were 
to be destroyed, they could get at very 
close to o rig ina l cost less depreciation 
of the capital assets. The assets are 
there; they are visible and tangible. And 
good engineers can examine them and 
te ll from  the ir condition and appearance 
how much they have been used, and 
then from  the ir copious files accurately 
determine not only what the replacement 
cost is, but what the orig ina l new cost 
was. The accounting records are an aid 
but not a necessity. In  general, but note 
th is  exception:
When a water works company lays its 
mains, appraisal in  the future is  fo r prac­
tica l purposes, impossible. In  Florida,
the pipes need only be sufficiently deep 
to avoid fracture from  traffic v ib ra tion ; 
in  the North, they must be w ell below 
the frost line, which in  Duluth, fo r ex­
ample, is deep. But wherever they are, 
i t  is not practical to uncover them so 
tha t appraisers can measure them, ex­
amine the construction of the conduits, 
joints, valves, etc. Of course, test ex­
cavations can be and are made, and a 
good engineer can obtain results there­
from. But the main reliance must be 
placed on the construction account. The 
specifications fo r the work may call for 
a high grade of cast iron pipe; a crooked 
contractor m ight use that only at man­
holes, where i t  is easily reached, and an 
in fe rio r pipe under the street, where i t  is 
ten feet or more down.
Therefore the greatest of care should 
be taken in  the firs t instance to have the 
construction records extensively detailed. 
The invoices for the material should be 
preserved as permanently as possible, 
w ith  a record of the disposition of the 
material. In  other words, a perpetual 
inventory system is required, which must 
be closely checked, and the work tickets, 
or whatever other sources of inform ation 
there are, must be carefully analyzed and 
filed. In  the case of a water company, 
operating under a municipal franchise, 
such records are v ita l i f  i t  is  to  have the 
basis fo r its  claim fo r a fa ir  re turn on 
its  invested capital, to determine rates, 
on the one hand, and protection against 
un fa ir tax assessments on the other. In  
the case of a m unicipally owned water 
system, the contracting construction com­
pany must, fo r its  own protection, keep 
such records; else the outs w ill inev itib ly  
charge graft.
A  great deal more could be said about 
water mains, etc., but space won’t  per­
m it. One more essential point to remem­
ber is th is: “ Be sure that enough over­
head is charged to underground.”  In  
other words, the prime costs of material, 
labor, and drayage are not the only costs 
of laying a main. There are many 
others, small in  themselves, but which 
bu lk large, which can be, and w ith  proper 
accounting records are, charged direct to 
construction; and a goodly share of “ gen­
eral expense”  should be pro-rated to the 
capital account.
W ritin g  th is during the W orld’s Series 
as we are, we trus t tha t we make no er­
ro r in  crediting George Sampson, C. P. 
A., of New York, w ith  an assist on the 
foregoing; we would not like  to see him  
put out.
THOMAS E. HARDENBERG, C. P. A., 
of New York, reports tha t he is a mem­
ber of Ph i Beta Kappa, having received 
his key from  Princeton University.
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The Use of Statistical Methods in Accounting
T H E efficient use of s ta tis tic s  and  s ta tis tic a l m ethods w ill relieve th e  business executive of m uch 
unnecesary  detail. I t  w ill enable h im  to  
have, in  h igh ly  usuable form , the  m a­
te r ia l he requ ires, w hether i t  deals w ith  
th e  operation  of a  c e rta in  type  of m a­
chine, or a  hund red  o ther m a tte rs , down 
to  th e  facts of th e  personnel of h is  o r­
ganization .
I t  is no part of the duties of the prac­
tic ing  auditor or accountant to forecast; 
but may he not assist the business man 
in  doing so or at least place the avail­
able material in  the most convenient 
form  for his use in  foretelling, so fa r as 
possible, the probable expansion or con­
traction of his own enterprise, so that he 
may take advantage of such knowledge, 
and be prepared fo r the events which ap­
pear like ly?
Statistics must not be regarded as a 
necessary evil, but as a working basis 
and a tool to aid in  achieving an end. 
The executive must have the desire to 
base his decisions, so fa r as practicable, 
on an analysis of facts, which analysis 
w il l  be greatly aided by the use of statis­
tica l methods.
Statistical analysis has not the r ig id ­
i ty  of the balance sheet and double en­
try . Its  fle x ib ility  is useful in  operating 
statements, cost analysis, form ulation of 
future financial and operating policies, 
and many other fields. There are few 
large-scale organizations, or fo r that 
matter, smaller ones, which could not 
make profitable use of more careful 
statistical study of costs, expenses, pro­
duction, sales, etc. The use of the tools 
of Statistical Methods is h igh ly ap­
plicable to business, and is made pos­
sible chiefly through the accounting re­
cords, where much, but not all, of the 
material required is found. I t  is obvious 
tha t th is  is a field offering possibilities 
fo r wide expansion of the professional 
duties of the practicing accountant, who 
is the logical one to undertake the work.
The fo llow ing paragraphs are an at­
tempt to outline brie fly some of the uses 
to which various phases of statistical 
methods can be put, in  a modern business 
enterprise, in  connection w ith  or as a 
division of the accounting department, or 
as a part of the w ork of a professional 
accountant.
There are six im portant phases of 
statistical treatment which m ight well be 
a part of the w orking equipment of every 
accountant. These are as follows:
1. The Proper Use of Averages.
2. Index Numbers.
3. Variation.
4. Seasonal Fluctuations.
B y LAW RENCE G. MACPHERSON, 
Brandon, M anitoba.
5. Correlation.
6. Graphs and Charts.
A ll of these may be used extensively to 
aid in  the in terpretation of business 
facts, to formulate plans fo r the future, 
and to detect errors of the past.
1. T he Proper U se o f A verages
I t  is necessary to bear in  mind that 
there are many types of averages, and 
that the different types do not show the 
same results. Hence i t  is im portant for 
anyone interested in  averaging produc­
tion, sales, employment, or a host of 
other subjects, to be able to choose the 
average best suited to his immediate 
needs. There are three averages which 
are so much in  use, and are so readily 
understood, that we w ill treat them only, 
but necessarily briefly, and disregard the 
less fa m ilia r averages. These three are:
1. The Mean.
2. The Median.
3. The Mode.
1. The Mean (i. e., the arithm etic 
mean) is the simplest and most common 
average. I t  is sim ply the sum of the in ­
dividual items, divided by the ir number, 
and so may not represent any one given 
item exactly, but i t  does give the size 
which each item would be i f  a ll were 
exactly a like and the to ta l remained the 
same. Hence the Mean is useful when 
i t  is desired to have an average capable 
of arithm etic treatment, and when i t  is 
not desired to show any specific item as 
the typical item.
2. The Median is the central value in  a 
series of figures. That is, i t  is exceeded 
by one-half of the items, and i t  exceeds 
the other half. Its  use is more re­
stricted than tha t of the Mean, but in  
such cases as wages, ages of employees, 
etc., i t  is a useful average, as i t  shows 
the figure which ha lf of the employees 
exceed, and of which ha lf fa ll short.
3. The Mode is, in  many cases, the 
most interesting average, fo r i t  is the 
value most frequently repeated, and 
around which other items cluster most 
densely. In  ungrouped data i t  is easily 
determined, being the item which oc­
curs most frequently. In  grouped data its  
determination is a l it t le  more difficult, 
but is explained simply in  any textbook 
on Statistical Methods. In  many cases i t  
w il l be found that the Mode throws much 
lig h t on statistics of wages, hours 
worked, prices, etc., as in  such matters 
the most numerous group is often the
significant factor in  the eyes of the em­
ployer or executive.
In  choosing an average, the object of 
its  use, and the inform ation which i t  is 
desired to b ring  out must always be kept 
in  mind, fo r in  the r ig h t choice of the 
average lies the value of the result ob­
tained.
2 . Index Num bers
The use of index numbers in  connec­
tion  w ith  the data available in  the ac­
counts of an ind iv idua l organization 
opens up a wide field of comparisons, 
which w il l  be profitable to any fa r­
sighted business man. Index numbers of 
production, wages, prices, and many 
other subjects are available and w a iting  
comparison w ith  the figures of the in ­
d ividual enterprise. Easily constructed 
index numbers prove of great use in  set­
ting  a standard of comparison w ith in  a 
business, particu la rly  w ith  regard to 
prices, quantities of production, ques­
tions of personnel (such as absentee 
workman, or number of hours lost 
throughout the various departments), 
and as stated elsewhere, in  attempting to 
forecast business conditions, and so on.
3 . V ariation
This is an im portant phase, fo r ques­
tions such as relative m erit of workmen, 
fluctuations in  prices, sales, expenses and 
profits, are dependent upon it. By the 
use of measures of variation, such as 
the semi-interquartile range, the aver­
age deviation, or the standard deviation, 
one piece-worker may be fa ir ly  compared 
w ith  his fellow-workers, one salesman 
w ith  h is  fellow  salesmen, o r one ma­
chine w ith  other machines doing the 
same kind  o f work. Such statistical meas­
ures, graphically presented, bring clearly 
before the eye any existing relation­
ships in  varying data. Thus, fo r example, 
by judgment based on past experience 
and the use of such graphs, i t  w il l be 
possible to know whether fluctuations in  
the relationship between, say, sales and 
gross profits, are normal, and i f  not, the 
irregu la rity  w ill be quickly detected and 
the reason back of i t  may immediately 
be sought.
4 . Seasonal F lu ctuations
A ll business men are aware of seasonal 
fluctuations, and some have a fa ir ly  ac­
curate understanding of the fluctuations 
in  the ir line of business. By the use of 
statistica l methods, however, i t  would be 
possible to have a definite and correct 
view.
Graphs from  bare figures often indicate 
seasonal fluctuations, and such indica­
tions may often be sufficiently definite,
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but by constructing an index of seasonal 
fluctuations (for example, by using the 
mean, or preferably the median, or an 
average of two or more central values, 
of all the Januaries as the typical 
amount for January, the same average of 
all the Februaries as the typical amount 
for February, and so on), it is possible to 
gain a, clear conception of the average 
seasonal fluctuation. Moreover, when 
this seasonal index is corrected by elimi­
nating the long-time trend which is ap­
parent in practically all business, leaving 
only the bare seasonal index, deviations 
of the current year’s figures from this 
seasonal index may be noted, and by 
a graph it will be clearly seen whether 
the business, stripped of its regular sea­
sonal fluctuations, is advancing or losing 
ground.
Practically the same results can be 
obtained by a simpler method, namely by 
smoothing out seasonal fluctuations by 
means of a twelve-month moving average, 
but this is not so satisfactory, due to the 
fact that the latest average available is 
always six months behind current fig­
ures.
The advantages of being able to pre­
pare and submit such an index of sea­
sonal fluctuations, as well as the other 
statistical measures indicated, will be 
apparent to any accountant, and will re­
pay him many fold for the time and 
trouble spent in acquiring the principles 
of their construction and use.
5. Correlation
Correlation is a means of discovering 
and measuring the relationship between 
two or more series of figures. The 
method is somewhat involved, but re­
duces itself to a mathematical formula,1 
representing the co-efficient of correla-
1The formula for r (the co-efficient 
of correlation) is
tion. This co-efficient is never more than 
+ 1.0, which represents perfect correla­
tion, negative correlation, when perfect, 
being —1.0. A coefficient below .5 or even 
below .7 is generally of no use in fore­
casting or for other business purposes.
Correlation is one of the most welcome 
aids to forecasting. It is often possible 
in a given enterprise of a particular na­
ture to be able to forecast, with fair ac­
curacy, its sales, say, by finding some 
standard figures, which give a high co­
efficient of correlation with the sales of 
the company, preferably with a lag of 
some weeks or months in the case of the 
latter series of figures.
For example: the sales of a wholesale 
house, dealing in a particular line of 
commodities, were correlated with the 
figures of “Bank Debit to Individual Ac­
counts” in the city in which the house 
did business. A graph of the two series 
of figures showed that the two moved in 
a somewhat similar manner, although 
the Sales varied to a much greater ex­
tent than the Bank Debits. On correlat­
ing, the co-efficient of correlation, was 
found to be .52, a relationship too low 
to be of any use in forecasting (1.0 be­
ing perfect correlation). Hence another 
standard of comparison had to be 
sought.
Great care must be taken in choosing 
and using a standard of comparison. As 
an illustration, sales, in money value, 
should not as a rule be compared to a 
standard which is quoted in physical vol­
umes, because of the effect of changing 
prices and price levels. Comparisons of 
physical volumes are best, as then chang­
ing prices do not effect the totals.
It is not suggested that forecasting can 
be an exact science, but it can be an im­
portant aid to the executive’s instinctive 
“feel” of business trends.
Traditionally, perhaps, the public ac­
countant or auditor should not attempt 
to forecast business profits or other con­
ditions, but that phase is undoubtedly of 
great importance to anyone interested, 
directly or indirectly, in the activities of 
any business. Since the accountant is the 
one who presents the facts of business 
operations in statement form, he is the 
logical one to present those facts in the 
most usable form, and he should, there­
fore, make use of the aids of correlation, 
graphs, etc. In presenting figures to as­
sist in forecasting, good use can be made 
of the comparison of two curves:
(a) A curve of past performance of 
the business or line of business in ques­
tion—for as many years as possible.
(b) A curve representing general busi­
ness activity, or some other logical data, 
such as may be obtained in the statistical 
publications of the Federal Government.
After correlation has shown that the 
degree of relationship of these two series 
of figures is sufficiently high, a working
idea of probable future conditions may 
be obtained by carrying the two curves 
forward on the basis of past experience 
(practically by free-hand drawing), keep­
ing in mind the probable developments 
and the relation of the two curves. If, 
as mentioned above, there should be a 
lag in one series of figures, the task of 
carrying the curve forward will be much 
easier, as the curve which leads will be 
a definite guide to the lagging curve. 
Corrections must be made for seasonal 
variations and long-term trends. In 
choosing curve (b) it may be found ad­
vantageous to compare several such 
curves with curve (a), for it may be that 
the latter will more nearly approximate 
a curve of pig-iron production, for ex­
ample, than a curve of bank clearings. 
There is much room for experimenta­
tion and development along this and sim­
ilar lines.
6 . Graphs and Charts
“The graph is a device to visualize and 
to throw into relief significant data and 
their relations.”2 Graphs relieve the 
mind of burdensome details, and simply 
make vivid, in most cases, what is al­
ready known to the investigator. They 
are useful in popularizing the results of 
an investigation, where it is desired to 
arouse wider interest in the results ob­
tained. The graph is particularly use­
ful as a means of discovery of relation­
ships, since it is difficult for the average 
mind to compare simultaneously the de­
tails of several series of data. Further­
more, the value of any numerical state­
ment, such as a profit and loss statement, 
is increased at least 50 per cent by the 
use of graphs.
To the busy executive, graphs are par­
ticularly welcome, since they present 
clearly the outstanding facts and rela­
tions in his organization, with the ac­
companying original data tabulated for 
ready reference when the need for exact 
figures arises. Executives, sales man­
agers, and advertising men are able to 
use graphic presentation of facts to ad­
vantage. Many persons cannot readily 
analyze the true meaning and import of 
series of figures, but everyone can quick­
ly grasp the significance of a correctly 
drawn graph.
The fact of being correctly constructed 
is of major importance in respect to  
graphs. Faulty construction of diagrams 
leads to unwarranted interference, with 
resulting disaster. There are rules of 
procedure, however, which, if followed, 
will save the investigator from pitfalls:
(1) The general arrangement of a dia­
gram should proceed from left to right 
(as regards time when time is used), and 
from bottom to top (as regards quanti- 
(Continued on page 344)
2Chaddock, “Principles and Methods 
of Statistics,” p. 420.
r = Σ xy 
Nδx δy
in which Σ (sigma) represents “the 
sum of” ; the x’s and y’s are the devia­
tions from the respective means of the 
series; δx and δy are the standard 
deviations of the entire X and Y series 
respectively; and N represents the total 
number of related pairs of figures.
The formula for g (the standard 
deviation) is
δ  = Σx2N
in which Σ has the meaning above men­
tioned, x represents the individual de­
viations from the mean, and N is the 
number of items. That is, the pro­
cedure is simply to take the difference 
between each item and the mean, 
square these differences, sum up the 
results, divide by the number of items, 
and extract the square root, to arrive at 
the value of δ .
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Education For Business
I am  alw ays glad  to  ta lk  to  anyone on 
th e  sub ject of education , w hich is a  
hobby of m ine, as w ell as m y life 
w ork. I  am  indeed glad to  ta lk  to  a  group 
of th is  so rt fo r tw o o r th ree  reasons. 
The U niversity  of M ichigan is y ou r in ­
s titu tio n . You, as ta x  payers of the  
S ta te  of M ichigan, have a  r ig h t to  know  
som eth ing  about w hat is  going on a t  the  
U n iversity  and w h a t we a re  try in g  to  do. 
You a re  a  group of business m en, a  group 
of business specialists . W e, a t  M ichigan, 
a re  very  m uch in te rested  in  accounting, 
am ong th e  va rio u s business subjects—not 
ad m ittin g  th a t  accounting  is  a ll of busi­
ness, b u t ce rta in ly  i t  is  a  very  im p o rtan t 
p a r t of it.
We have some rather definite ideas as 
to how we th in k  business education 
should be conducted. Those ideas 
may not agree w ith  your own ideas. 
I  am sure they do not agree w ith  the 
ideas which everyone in  the country 
holds. I f  I  should be a t a ll dogmatic or 
appear to emphasize my own opinions 
and our own views at Michigan, I  hope 
you w ill make allowance fo r that. Just 
consider tha t i t  comes from a person who 
is w orking in  tha t particu lar institu tion , 
and there are other people in  other in s ti­
tutions who feel a l it t le  d ifferently 
about it.
I am  rem inded of th e  fable of th e  old 
P e rs ian  sage who had a  donkey. H e had 
loaned th is  donkey on several occasions 
to  a  young m an of th e  tow n. The young 
m an  cam e of a  very  good fam ily  in  town, 
b u t he w as a  li tt le  b it -inclined to  be 
w ild. E very  tim e th e  an im al w as re ­
tu rn ed  to  h im , i t  seem ed th e  w orse for 
w ear; and the  old gen tlem an finally  de­
cided th a t  th is  could no t go on any  
fu r th e r. So the  n ex t tim e th e  young m an  
cam e to  ask  if  he could borrow  h is 
donkey, he sa id : “My dear young m an, I 
am  very  so rry ; I  should like to  lend him  
to  you again . You have alw ays been a 
very  good friend  of m ine, and your fam ily  
has been a  good friend  of m y fam ily ; b u t 
m y donkey is p a s tu rin g  in  fa r  aw ay dis­
ta n t  pastu res, so th a t  I can no t lend him  
to  you.” J u s t  about th is  tim e the  donkey 
p u t h is  head around  the  co rner of the  
w all and le t out a  loud bray . The young 
m an said : “W hy, m y dear sir, I  under­
stood you to  say  th a t your donkey w as 
p a s tu rin g  in  fa r  off pastu res .” The old 
gen tlem an stroked  h is beard  and looked 
a t h im  in  a  very  sad way, and he said: 
“My dear young m an, I have know n you 
a ll your life ; I knew  your fa th e r before 
you, and I  knew  h is  fa th e r before him . 
O ur fam ilies have alw ays been closely 
associated ; and now, a f te r  a ll of these
By P rofessor CLAIRE E . G RIFFIN, 
D ean o f th e  School o f B u siness Ad­
m inistration , U niversity  of M ichigan.
(Stenographic report o f a ta lk  be- 
fore the M ichigan Accounting Confer­
ence, May 24, 1929.)
years, you are w illin g  to take the word of 
that donkey rather than mine.”
So that I  won’t  insist that you take my 
word fo r everything I  w il l  have to say 
about the principles or theories of edu­
cation fo r business. I t  is a much dis­
puted point, and there are many different 
opinions.
There have been in  the past a number 
of ideas held concerning the proper way 
of preparing fo r business. You may re­
member the character in  one of Gilbert 
and Sullivan’s Operas who polished the 
knob on the fron t door, and polished i t  
and polished it, and did such a good job 
tha t he fina lly  came to be the “ com­
mander of the Queen’s Navee.”  That 
was one notion of getting ahead in  busi­
ness. And one must admit that tested 
by its  fru its  i t  certainly worked.
I f  you look at the older generation of 
business men today, you w ill find that a 
very large percentage of them never at­
tended college. A  great many of them 
never attended high school. They started 
in  as an apprentice in  the organization. 
P articu la rly  is i t  true of the automobile 
business. W ith  a few exceptions, in  the 
automobile business a very large percent­
age of them carried a dinner pail at 
some time or another, and they worked 
up through the ranks. That idea of serv­
ing an apprenticeship is one of the oldest 
ones as a proper method of preparation 
fo r business. But the mere fact that i t  
worked well in  the past generation, does 
not mean tha t i t  is the best method of 
preparing fo r business. When the young 
man of today attempts to do the same 
th ing  over again, or attempts to go 
through that same line, he is like ly  to 
find greater difficulties than they had in  
the past.
Rather than copying the practice of the 
present business executives, i t  seems to 
me that i t  would be well fo r the young  
man of today to try  to copy the very 
th ing  that those men would have done 
had the opportunities existed for them 
at the time. I  th in k  the men who have 
become the leaders of great industries 
today, such as the automobile industry, 
would have had intelligence enough to 
have availed themselves of every oppor­
tu n ity  fo r preparation i f  that opportunity 
had been given. So that in  the sense 
that when the young man says he w ill
leave school at the high school level, and 
go in to  business and start in  to work 
his way on up, w ithout specific prepara­
tion, he is not fo llow ing in  the footsteps 
of the older generation. He is fo llow ing 
them in  what they did, but he is not fo l­
lowing them in  the way they went about 
it, or in  what they would have done i f  
they had the opportunities that are pre­
sented today. I  th in k  i t  is perfectly clear 
that any young man can profit by tra in ­
ing in  business administration, or, a t 
least, he can profit by a formal education 
before he goes in to business.
Another theory which received ra ther 
wide acceptance was tha t a good form al 
education, a college education, or a fun­
damental education, was h igh ly  desirable 
fo r business, but i t  did not make any 
particu lar difference what you studied. 
I  must say that a great many business 
employers take that point of view s till. 
I  th in k  the tide is s till swinging the 
other way, but there are many employers 
who w il l  come to the U niversity and 
want a b righ t graduate; they don’t  care 
particu la rly  what he studied while he 
was there. For some lines of business, 
perhaps i t  does not make any difference. 
I f  you want a man to sell bonds, I  th in k  
possibly that is not an unreasonable at­
titude to take. A  number of eastern 
schools which have not placed any great 
emphasis upon specialized tra in ing  fo r a 
particu la r th ing, take that view.
Take Yale, for example; you may have 
noticed an artic le  in  the last number of 
Judge. I t  was established shortly before 
the American Revolution, and i t  has been 
tu rn ing  out bond salesmen ever since 
then. So fa r as the employer was con­
cerned, i f  they played football or engaged 
in  student activities, so much the better. 
That seems to  constitute a part of the 
tra in ing. But selling bonds is not a ll 
of business, by any means. For other 
sorts of business, for financial analyses, 
fo r managerial problems, fo r a selection 
of the companies upon which bonds are 
going to be issued, and the amount o f 
bonds tha t can be issued, and questions 
of tha t sort, w ith  a ll due respect to the 
value of a general tra in ing  in  the classics, 
lite ra ture  and history, that is not the 
best sort of tra in ing  for that kind of 
work. But, remember the story I  to ld 
you about the donkey. I  may be mis­
taken in  that. Those are my own 
opinions.
The idea has come about rather slow ly 
in  a number of the professions—the idea 
of a specific tra in ing  for that profession. 
In  the law, i t  has only been a compara­
tive ly  short time in  the h istory of th e 
legal profession that there has been a
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specific and formal tra in ing  fo r the law. 
And again, we must adm it tha t the old 
system worked very well. Chief Justice 
Marshall, as fa r as I  know, never attend­
ed a law school. Some of the other legal 
lights, both in  England and in  the United 
States who are called great leaders of the 
law, never did attend law school. They 
studied the ir La tin  and Greek, and then 
went in to  a law office and read law. But 
I  doubt very much i f  those men lived 
today, whether they would advise a young 
man to fo llow  through that same pro­
cedure. A t any rate, we have come to the 
stage today where most of the large un i­
versities of the country—and when I  say 
“ most”  I  mean practically a ll, w ith  very 
few exceptions, give a very considerable 
amount of rather form al instruction in  
business adm inistration.
I t  m ight be w ell to stop and inquire 
what are the objects, what are we try ing  
to get at in  business education? There 
are many different ideas about that. 
There are the trade schools, the so-called 
business colleges, in  which the object is 
to tra in  a person to operate a typewriter, 
tra in  a person in  the rudiments of book­
keeping, and in  other techniques. Then 
you can tu rn  from the business colleges 
to some of the correspondence schools, 
and you can include some of the other in ­
stitu tions tha t we recognize as colleges 
and universities, and you s til l find that 
idea prevailing in  one form  or another, 
of furn ish ing  a trade tra in ing . I  mean 
by that a technical sort of tra in ing  as to 
how to do a thing, how to do this, how 
to do that, how to make out papers fo r 
the export department, how to handle de­
ta il w ork in  a traffic department, and so 
on. That is one idea, one object.
Frankly, i t  is not the object of the 
School of Business Adm inistration at 
Michigan. We are very much more in te r­
ested in  the fundamentals which underlie 
business than we are in  its  various techni­
ques—just as some of the best law schools 
in  the country, including among them 
the Michigan Law School and the H ar­
vard Law School, are not particu la rly  
interested in  whether a man knows how 
to draw a w ill when he gets out of law 
school. They are very much more in te r­
ested in  getting him  to understand the 
fundamental principles which underlie 
w ills  and estates. We are not very much 
concerned w ith  the student knowing the 
very fine points of technique of the par­
ticu la r job on which he is to go. In  that 
sense, i t  is perfectly true that a man 
graduating from the Michigan School of 
Business Adm in istra tion has to enter a 
certain apprenticeship, no matter how 
much college tra in ing  he has got. We do 
believe, however, tha t these men have 
had tra in ing  in  business fundamentals 
which w il l  enable them to profit by the ir 
apprenticeship fa r more rap id ly than the 
men who have not had such first tra in ­
ing. However, the firs t object is to tra in  
the m ind in  the principles and funda­
mentals.
Among the fundamentals we suggest 
the subject of economics. I  w il l not go 
in to  the embarrassing question as to 
whether you could pass an examination 
on economics or not, but I  th in k  some of 
you w il l  adm it that i t  has considerable 
value. I t  is the underlying basis, i t  is 
the science which underlies engineering. 
A lthough the engineer may say he is not 
particu la rly  interested in  the molecular 
atom or the law  of gravity, yet he is in ­
terested in  i t  much more than he knows, 
because tha t is the scientific basis upon 
which a ll of his other laws rest. L ike­
wise, economics is the basis upon which 
business rests. One object is to give 
them a tra in ing  in  the fundamentals of 
business. Another object is to tra in  stu­
dents in  the method of approach to busi­
ness problems.
Business is not a science; i t  is an art. 
The difference between a science and an 
a rt is tha t a science is an organized body 
of knowledge of such things, and an a rt 
is a method of doing tha t th ing, how to 
go about doing it. Business, w hile i t  
has probably a scientific aspect, can 
hard ly become a science. I t  is rather an 
art, practice in  doing things. Science is 
rendering great service to business. 
A fte r a ll the most im portant th ing  which 
the business adm inistrator has to do is to 
decide business problems, to solve busi­
ness problems, and decide upon questions 
of business policy. There are a number 
of things tha t he has to do, but those are 
the most im portant things.
Then there is such a th ing as tra in ing  
the student in  the method of approach, 
the mental method of approach to busi­
ness problems. For instance, how to 
size up the problem in  the firs t place; 
and even before tha t perhaps, how to 
recognize when the problem exists, i f  
there is a problem tha t exists; and sec­
ondly, how to formulate that problem 
and get i t  started w isely; to find out 
what is the issue before him. In  the 
next place, to teach him  how to analyze 
his arguments fo r doing a certain thing, 
and line up the argument fo r doing the 
other thing, and to weigh the two argu­
ments, and balance them, and arrive at a 
decision.
I  have not said i t  in  so many words, 
but you m ight th in k  tha t a ll we have to 
do is to te ll the students that, and then 
we are through. But, obviously, that is 
not all. We have to give them the tra in ­
ing needed. We attempt to accomplish 
tha t by the case method of instruction. 
Case method is the method which was 
orig ina lly  developed in  the law  school of 
Harvard. In  the firs t law schools they 
taught law from the textbooks. Now 
they take the student through th is  case 
and show him  how the judge analyzed
that case, and how he decided it, and 
why he decided i t  that way. Then they 
take up another case and study tha t in  
the same way, and see how the judge 
operated on it, and so forth . By tha t 
process the student comes to understand 
how to attack a legal problem. I t  is not 
so much that he knows a certain amount 
of law  as tha t he is thoroughly trained 
in  the method of attacking the legal 
problems.
We figure tha t i t  is not so im portant 
tha t he should know th is or that, as i t  is 
that he should a tta in  the ab ility  to at­
tack a business problem and bring i t  
down and handle i t  in  an efficient man­
ner, and come to a solution of tha t prob­
lem perhaps 52 per cent of the time, or 
at least somewhat more than ha lf the 
time. And i f  a man is r ig h t more than 
ha lf the time, he is like ly  to  be some­
what successful in  business, because i f  
you look about you at eminently success­
fu l business men, they can not claim 100 
per cent performance, and s til l they are 
great business leaders. That is our sec­
ond objective, to tra in  students how to 
approach business problems. You may 
feel tha t there is not anything very tan­
gible about any of those things.
We recognize tha t when a student 
leaves school and gets a job and goes out 
to get work at something, he is going to 
be at a very serious handicap i f  he does 
not know how to do some particu lar 
th ing. We have a th ird  objective, and 
that is the teaching of techniques. There 
we lay stress upon the fundamentals 
which underlie i t  rather than the m in­
utiae of the task. We get at the tech­
niques of accounting. Accounting is one. 
Statistics is another. Sales adm inistra­
tion, sales analysis, market analyses are 
others. Analysis of real estate values 
and real estate problems are others. 
Some of the specific techniques of insur­
ance is another field—a field, incident­
ally, tha t has been developed in  our own 
school by Professor Glover in  another di­
vision of the university. The same tech­
nique has been developed fo r personnel 
workers, industria l managers, time-study, 
and so forth. There are a number of 
those things which are not connected d i­
rectly w ith  large business policies, but 
which can be taught and i t  is h igh ly im ­
portant tha t they should be taught.
So tha t there are those three objects: 
F irs t, an understanding of the funda­
mentals which underlie business prob­
lems—a tra in ing  in  economics. In  the 
second place, tra in ing  the student as to 
the method of approaching business 
problems—and fo r that purpose you have 
to use real business problems, compli­
cated as they are and not simplified as 
they are frequently in  the textbooks; 
and in  the th ird  place, teaching some of 
the techniques, and making the students 
the master of at least one or two of them.
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The Michigan plan fo r accomplishing 
the w orking out of these objectives is 
to require at least three years of work 
of a general college nature. And there 
I  get back to what I  said a l it t le  while 
ago. I  was afra id when I  said i t  you 
would th in k  I  was m in im iz ing  the im ­
portance of general cu ltura l college work.
I  certa in ly would not m inim ize that. 
We require three fu ll years before ad­
mission to the school of business ad­
m inistration. The student can not come 
from high school and enter into real 
professional work in  business. We do 
not believe i t  is  possible. He can do 
work of a certain kind which is adapted 
to  his age and mental development, but 
he is not ready fo r what we like  to call 
professional tra in in g  for business. 
Therefore we require at least three years 
of college work of an acceptable grade. 
He must take some courses in  economics, 
some social science, mathematics, and so 
forth, during those three years. We find 
that by the time the student has lived 
through an elementary course in  mathe­
matics at the U niversity of Michigan, he 
is usually able to handle most any course 
tha t the un iversity wants to offer. So 
tha t we s ift out a number of the unfit 
before they get to  us. And there is a 
very im portant reason fo r it. We want 
m a tu rity  of m ind; we want the person 
who is abl6 to become an educated man 
before he becomes an educated business 
man. Therefore we insist on those three 
years of work.
The w ork in  the school of business ad­
m in is tra tion  is comprised in  two years. 
That is s tr ic tly  professional work. I t  
takes up nothing but business adminis­
tra tion  during tha t time. I  won’t  bore 
you w ith  the details, except you m ight be 
interested in  th is, tha t we insist in  the 
case of the student coming in to the 
school, tha t he shall have a fu ll year’s 
work in  marketing, a fu ll year’s work in  
business finance, and a year of work in  
personnel and production problems, on 
the producing side of the business. Ordi­
n a rily  the student in  the firs t year takes 
advanced accounting. He has already 
had some accounting before he comes in, 
and he takes some work in  business sta­
tistics. I t  seems to me tha t is a logical 
line-up.
Business consists of producing things, 
selling things, and, incidentally, the 
financing of those two. So that you have 
m aking the things, financing the busi­
ness, and selling the goods. Those three 
courses are among the three required 
courses—production, d istribution, and 
finance. We have two methods of con­
tro l of a ll of th is—two techniques for 
controlling th is  whole system. They are, 
firs t and most im portant, of course, ac­
counting; second, statistics, business sta­
tistics. I  th in k  tha t some of you would 
adm it—and I  th in k  others w il l  adm it as
times goes on—that there are wonderful 
possibilities in  the development of that 
la tte r field, business statistics. I t  should 
be of particu la r interest to accountants, 
because, rea lly  after a ll, both are at­
tempting to do the same thing. You are 
attempting, through accounting, to get 
quantitative measurements of business 
facts. That is what we are try in g  to do 
in  business statistics. In  accounting, 
you are dealing entire ly w ith  monetary 
quantities, and in  the case of statistics 
we are also, usually, but not always. 
There are some differences in  the tech­
niques, but fundamentally they are a ll 
very much the same.
That is our program of three years of 
collegiate work and two years’ profes­
sional work—five years a ll told. You w ill 
be interested from  the fact that you are 
interested in  your own State University, 
I  know, to  know that is a rather unusual 
plan. I t  is unique in  th is part of the 
country. There are only four schools in  
the United States, including the U ni­
versity of Michigan, that require more 
than four years for the completion of 
the ir so-called business or commerce 
course, and that is out of a lis t of schools 
of at least 100. Those schools are the 
Tuck School of Commerce, a division of 
Dartmouth College, Harvard Graduate 
School of Business Adm inistration, Le- 
land Stanford Graduate School in  Cali­
fornia, and the U niversity of Michigan. 
Those four schools a ll grant the degree 
of Master of Business Adm inistration, 
the degree of M. B. A.
I  hope you w ill recognize the difference 
between the Bachelor’s Degree, and the 
Master’s Degree, which represents one 
year more of work, w ork of a more 
specialized and professional character; 
and I  th in k  the student who takes tha t 
additional time is entitled to the recog­
n ition  of that degree. That is our M ich­
igan system.
Accounting at the U niversity of M ich­
igan has always played a very im portant 
part in  instruction, both in  economics 
and business adm inistration. Probably 
the most of you w il l  th in k  of accounting 
as being a s tr ic t ly  business subject. You 
m ight say, “ Well, economics m ight be of 
some use to the accountant.”  You can 
th in k  of i t  the other way around, of ac­
counting as being of use to the econo­
mist. That view is held in  some places. 
I t  is not held in  the University of Mich­
igan.
Accounting in  Michigan started in  1887, 
under the direction of Henry W ilbur 
Adams. That year, 1887, is significant, 
because i t  was the year in  which the 
Interstate Commerce Commission was 
established. When the Interstate Com­
merce Commission was established, 
Professor Adams, at tha t time the 
head of the Department and a very 
eminent economist, was very much
interested in  the question of public con­
tro l. He recognized r ig h t away tha t you 
were not going to be able to control the 
railroads of the United States unless you 
knew something about the ir accounts, 
and tha t you were not going to be able 
to get very fa r unless they had a un i­
form system of accounts. He was called 
upon to develop a system of accounts fo r 
the railroads of the United States; and I  
understand that in  some im portant as­
pects i t  is s till being used by the ra il­
roads of th is country.
Professor Adams, being interested in  
that sort o f thing, natura lly  developed 
accounting at the U niversity of M ichi­
gan. He was an economist p rim arily . 
He was interested in  the fundamental 
question of valuation, and so forth, and 
p rim a rily  in  the technique and develop­
ment of accounting which has been de­
veloped at some other places. Follow ing 
Professor Adams came Professor David 
F riday who was also p rim a rily  an econ­
omist, but an economist who is using ac­
counting after discovering the th ings that 
he wants to know in  economics. Follow­
ing Professor Friday came Professor 
Paton, who is s t i l l  w ith  us, and who 
started as a student of economics. And 
I  th in k  he s til l considers himself as an 
economist. Certainly he rates that ap­
pellation of the firs t rank.
I t  is that sort of trad ition  which has 
grown up at Michigan and has laid great 
emphasis upon such fundamental ques­
tions as valuation, valuation of railroads 
and public u tilities , and questions of that 
sort.
We, in  the school of business adminis­
tration, are very much interested in  the 
problems of d istribu tion  and marketing. 
I  just want to say in  passing tha t i t  
seems to me that there is a field to which 
accountants in  general have not given as 
much attention as they possibly might. 
I  am not an accountant. I  confess ig ­
norance of your cra ft except in  the most 
general sort of way. But i t  does strike 
me tha t a great deal of attention—in 
fact, most of the attention of cost ac­
countants has been given to the prob­
lems of production. I f  you can trace any 
development in  the United States, I  th in k  
we can state tha t the firs t great change 
that came in  the development of industry 
in  the United States was the so-called 
industria l revolution, which came w ith  
the invention of machinery. I  do not 
know that there is any exact d iv id ing 
line, but along about 1890 that already 
had been pretty well accomplished. In  
most of the industries in  the United 
States, tha t is, in  the factories, the work 
was being done by machinery. A  great 
deal of the progress tha t has been made 
from 1900 to the present date is char­
acterized very largely by developments 
of new methods of production; also 
methods of handling people in  the in ­
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dustria l plant, so as to make profitable 
mass production, huge production such 
as we find in  the large plants today. Ac­
countants have played a very im portant 
part in  that, in  making possible mass 
production, which is the envy of the 
whole world. People from European 
countries come over here to see how we 
do it ,  fo r instance, to see how they oper­
ate the Ford factory. A  book on the 
operation of the Ford system w ill be the 
best seller in  Germany and in  France. 
I t  w il l  have a more popular sale over 
there than in  th is country. They are 
very much interested in  our methods of 
production in  which we have made tre ­
mendous progress.
I  am leading up to th is: That the one 
field which has not been given proper 
development, and which is sorely in  need 
of reform, and which I  believe in  the 
next 25 years is going to see a s im ilar 
revolution to that which has come about 
in  the field of production, is the field of 
d istribution, m arketing and selling prod­
ucts. I t  is ra ther absurd to th in k  we 
have had a ll of the scientific attention 
given to production problems, saving pos­
sib ly two cents on one part of an auto­
mobile, because of better organization 
and production methods, and getting the 
th ing  down to almost an exact science, 
and yet they have not given near as 
much attention to the m atter of d is tr i­
bution, m arketing and selling products. 
We have groups of experts such as cost 
accountants and industria l engineers and 
various others who are going in to these 
questions of production very carefully. 
They have largely looked at the question 
o f keeping down production costs, and 
getting the highest efficiency out of the 
use of materials and the employment of 
labor. But, as I  say, i t  is rather anoma­
lous, i t  is rather absurd tha t you should 
do that, and at the same time disregard 
another part of business which accounts 
fo r fu lly  ha lf of the to ta l expense of the 
product. I t  is no wonder tha t a man 
like  Mr. Kette ring  points his finger 
w ith  scorn at the advertising man 
when he says, “ Here is our research or­
ganization. We spend thousands of dol­
lars to find a way of cu tting  off a cent in  
the cost of production or in  the cost of 
operation, in  some lit t le  part o f the pro­
duction process. Then, at the same time, 
the Board of Directors hands over to 
an advertising man a m illion  dollars and 
tells him  to go out and spend it, and you 
don’t  know whether i t  is going to  yield 
any results or not; you don’t  know the 
specific object tha t he is try in g  to get, 
when you start out; and when you get 
through, you don’t  know whether you 
have got what you set out to get.”
He says tha t does not set very well 
w ith  the engineer. That can be said 
about advertising and distribution.
Now, is there anything tha t account­
ants can do? I  am not an accountant. 
Perhaps I  am a ll wrong on this. Per­
haps I  do not see the difficulties which 
are involved. Or, perhaps because I  am 
not an accountant I  can see some of the 
possibilities tha t a trained accountant 
m ight not be able to recognize. One 
th ing  tha t occurs to me is the application 
of the principles of cost accounting to 
the d is tribu tion  side of the business, 
which is fu lly  ha lf of the business from 
the point of view of costs. Why can’t  
you apply the same general principles, 
operations and technique, of course, the 
same general principles of accounting to 
how much i t  costs to sell a particu lar line 
of goods, or how much i t  costs you to 
sell a particu lar type of customer? W hat 
are your d istribu tion  costs which are 
broken down in to  various different parts, 
and charged up to different things that 
you are selling, or different types of pro­
duction, or any other way? Apply the 
same philosophy to the problems of dis­
tr ib u tio n  tha t you are applying to the 
production side. A t any rate, I  am per­
fectly convinced that in  the next 25 years 
the business development centering 
around accounting is going to  be in  the 
d istribution of goods. And, i t  seems to me 
tha t the accountant has a large part to 
play in  it.
I  want to mention one or two other 
points, one of which I  have perhaps sug­
gested, and which is in  line w ith  what 
the Chairman said at the beginning of 
t he hour, about the C. P. A. organization. 
The question is very often asked, “ Can 
business ever become a profession?”  Some 
people at Rotary Club meetings and at 
the K iwanis Club meetings are very fond 
of saying tha t business has become a pro­
fession. I  do not th in k  i t  has. I  wish 
i t  had, but I  do not th in k  i t  has as yet.
W hat are the characteristics of a pro­
fession? Well, le t us examine some of 
the old professions and see what char­
acteristics they have. Let us consider 
law, medicine, and engineering. One of 
the characteristics of the profession is 
its  background of study. I t  is not some­
th ing  tha t a person picks up and learns 
to do by practic ing and w orking at it. 
I t  involves a considerable amount of 
learning back of i t  all. There is the 
whole basis of organized knowledge back 
of it. That is true of law, medicine and 
engineering. That is one of the char­
acteristics of it.
The people who are engaging in  th is 
vocation w hich we w il l  call a profession 
are what you m ight say group-conscious; 
they recognize themselves as being differ­
ent from  other people, and they recognize 
the ir affin ity w ith  other people in  the ir 
groups. We have the local Medical As­
sociations and we have the National Medi­
cal Association. They set up certain 
ideals and develop certain ideas w ith in  
the ir group. And tha t leads very defi­
n ite ly  to the th ird  characteristic of a 
profession, and tha t is tha t a profession 
has certain professional standards. There 
is, first, a code of ethics which is recog­
nized among law yers— certain things 
which you can do and you can not do. 
I f  you are going to be a lawyer, you can 
do this, or you can not do th is sort of 
th ing  over here. Likewise the medical 
profession. I f  you do not like  lawyers, 
you may say, “ the ir code of ethics is a ll 
very well, but they do not live up to i t . ”  
However, there is a certain recognized 
standard of conduct.
I f  business is ever going to become a 
profession, i t  w il l  come very largely 
through such organizations as yours. I t  
seems to me tha t the development of the 
Accountants Association, the Production 
Association, the Sales Managers’ Associ­
ation, Trade Associations and a ll those 
things constitute a very good omen fo r 
the future of business. I t  certainly is 
true tha t business ethics today are on 
an entire ly different plane than they were 
50 years ago. We ta lk  about some of 
the old business leaders—Jay Gould, fo r 
example. I f  Jay Gould were liv in g  today 
and tried  to do the things today which 
he did to the E rie  Railroad in  his day, 
he would not be looked upon as a respect­
able business man. Now, that is the 
plain, unvarnished fact in  the case. Some 
of the things which were done by busi­
ness leaders in  tha t day would not pass 
fo r a moment today—not only that the 
public would look down upon them, but 
I  am convinced tha t the man who prac­
tised tha t sort of th ing  would not be able 
to get on w ith  his business associates. 
He would not be able to get on in  Wall 
Street. The larger banking houses would 
not want to have anything to do w ith  
people who practiced tha t sort of thing. 
That does not mean that a ll people are bet­
ter today than they were then. We have 
had an evolution of standards. The rules 
of the game are improving. Business is 
of a cleaner sort today than i t  was then. 
I  th in k  you w ill agree tha t i t  is on a 
s ligh tly  higher plane. And, I  th in k  prog­
ress along tha t line w il l  be made in  the 
next generation. We have people who 
are group conscious, and where the stand­
ards are also group standards.
There is jus t one more general th ing  
tha t I  would like  to say, and tha t is on 
the general question of the wisdom, the 
justification fo r the State spending its  
money on the education of young men 
fo r business. I  do not support the idea 
that merely because business education 
or any other particu lar k ind  of education 
is going to be valuable to  the young man 
himself who takes that tra in ing  tha t i t  
is necessarily therefore w orth while fo r 
the State to support an ins titu tion  to give 
that kind of tra in ing. I t  must go rather 
fu rthe r than that, and I  believe in  the 
case of business i t  does. In  the case of
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medicine i t  is perfectly clear tha t one 
reason we support a medical school is not 
in  order to conduct a higher tra in ing  
which w il l  enable a man to earn $10,000 
a year rather than $2,000 a year. That 
is not p rim a rily  the reason. P rim arily , 
the reason fo r the public supporting medi­
cal schools is tha t the public is going to 
be dependent upon the medical profession, 
and we want to have a good medical pro­
fession, one tha t knows its  business and 
w il l  be able to protect the health of the 
community.
Now, can tra in ing  fo r business be jus ti­
fied on tha t same ground? I  th in k  i t  
can. I  th ink , in  a community such as 
ours, in  a country which is organized 
w ith  the type of economic order which 
we have, tha t the business manager plays 
a very im portant part, has a very im ­
portant social function to perform ; and, 
being r ig h t in  the m idst of business, you 
may sometimes overlook it. You may 
look at the w ork tha t the business mana­
ger does and say tha t “ the sole aim  now 
is to earn so much money fo r the business 
manager. I f  he succeeds, i t  is lucky fo r 
h im ; i f  he does not succeed, i t  is too bad.”
Well, i t  is more than that. The busi­
ness managers of the country are cap­
tains of industry. That old term  has been 
overworked, but i t  is very im portant and 
significant. They are the captains who 
direct the economic resources of the 
people of the country. I  do not mean to 
im p ly tha t the business manager should 
look upon himself as a public servant. 
Probably he would not be as good a mana­
ger i f  he did. But, in  the long run, we 
believe, by and large—although there are 
exceptions, certainly—that the business 
manager who makes the best success of 
business is best serving the community.
I f  we can get a group of men trained 
in  research activ ities in  business to aid 
the present generation of business men, 
anyth ing you can do along those lines 
w ill help. I t  is not a m atter of a iding 
more individuals to make more money. 
I t  is a id ing a group of individuals who 
are engaged in  one of the most im port­
ant jobs in  th is country. W ith  the labor, 
capital and natural resources of the coun­
try , we have a high standard of liv in g  to 
jus tify . We must be fa ir ly  successful, be­
cause no country in  the world, in  the 
h istory of the world, has attained a stand­
ard of liv in g  comparable to tha t in  the 
United States. And, although there 
m ight be a difference of opinion among 
economists, I  personally believe tha t no 
one factor has been so im portant in  the 
m ainta in ing of the high standard of l iv ­
ing  as the wise business management 
which we have had in  th is  country. I  
do not th in k  i t  can be explained on the 
ground of more in te lligent laborers tha t 
we have, or on the ground of the higher 
amount of education of laborers, except 
as i t  sometimes speeds men in to  the 
higher ranks. I  do not th in k  i t  rests
entire ly upon or in  a major p a r t  upon 
the amount of capital. I  do not believe i t  
can be attributed entire ly to the large 
natura l resources of the United States. 
Those factors are, of course, important. 
But the most im portant of the whole lis t 
is the in te lligent, daring, courageous and 
far-sighted business adm inistration tha t 
we have had in  th is  country; business 
management in  the direction of these 
various factors. I f  we are going to con­
tinue, and i f  we are to improve that 
standard of liv in g  which comes about by 
tha t wise management, you can see tha t 
the tra in ing  of a group of men, even
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Answer a ll Questions 
Do not repeat questions but designate 
them by numbers and letters.
1. The Farmer Corporation was organ­
ized in  1910 w ith  three stockholders. I t  
continued operations u n til December, 31, 
1920, at which date i t  was heavily in ­
debted to Stockholder “ A ”  fo r money ad­
vanced by him. In  order to protect his 
interest, Stockholder “ A”  caused the 
charter of the corporation to be surren­
dered at the above mentioned date and he 
(Stockholder “ A ” ) has since operated the 
business as a proprietorship. Stockholders 
“ B”  and “ C”  have never been able to ob­
ta in  settlement from Stockholder “ A ”  for 
the ir equity due to his contention that 
the value of the capital stock at Decem­
ber 31, 1920, was unknown. On Novem­
ber 1, 1928, you were engaged by Stock­
holders “ B”  and “ C”  to determine the 
value of the capital stock as of Decem­
ber 31, 1920. Assuming the following 
balance sheet to have been taken from 
the books of the corporation at December 
31, 1920, by its  bookkeeper, state in  detail 
the procedure you would fo llow  in  deter­
m in ing the actual value of the capital 
stock at tha t date.
A S S E T S
C ash  o n  H a n d  a n d  in  B a n k ............ .. $3,000
A c c o u n ts  R e c e iv a b le :
C u s to m e rs  .................................................  45,000
O ffic e rs  ( “ A ,”  " B , ”  a n d  “ C ” ) . . . .  5,000
N o te s  R e c e iv a b le  .......................................  25,000
In v e n to r ie s  (P r ic e d  a t  C o s t)  ............  62,000
In v e s tm e n ts  .................................................... 2,500
F ix tu r e s  ........................................................... 2,000
T o ta l  A sse ts  ..................................  144,500
L I A B I L I T I E S
A c c o u n ts  P a y a b le  fo r  M e rc h a n d is e ..  $9,500 
N o te s  P a y a b le :
B a n k s  a n d  O th e rs  ................................  2,500
S to c k h o ld e r “ A ”  ..................................... 100,000
C a p ita l S to c k  ............................................... 10,000
S u rp lu s :
P a id  in  ........................................................  10,000
E a rn e d  ........................................................  12,500
T o ta l  L ia b i l i t i e s .............................  144,500
though i t  constitutes only a small num­
ber out of the to ta l number of business 
men, i t  is entire ly w orth  while. Also, 
these young fellows who are graduating 
and who are engaged in  business, i t  seems 
to me can look upon the ir job w ith  a con­
siderable feeling of self-respect fo r en­
gaging in  a line of work which is as im ­
portant as that. I  do not feel, personally, 
tha t they need to take a back seat fo r the 
lawyers or fo r the ministers, or fo r the 
medical men, or any of the other so-called 
professions in  the matter of being of 
real service to the community in  which 
they are operating.
2. State in  detail the proper method of 
ve rify ing  securities owned which are car­
ried as quick assets. How should they be 
valued on the Balance Sheet, and how 
would you determine the valuation?
3. You are engaged to audit the rec­
ords of A. B. Corporation fo r the year 
ended October 31, 1928, and find that the 
cashbook consists of a loose-leaf record, 
typew ritten in  duplicate. The orig inal 
sheets, comprising the treasurer’s rec­
ords, are given to you for the purpose of 
the audit. The duplicate of the Receipts 
sheets go to the accounts receivable de­
partment and the duplicate of the Dis­
bursements sheets to the accounts pay­
able department. State, specifically, how 
you would ascertain in  your verifications 
of cash tha t the treasurer’s cash records 
were real and correct.
4. The C. D. Land Company buys a 
tract of land and makes improvements 
thereon (streets, sidewalks, water and 
sewer connections, etc.) at a to ta l cost 
of $50,000.00, its  entire capital. To keep 
the property restricted, i t  does not sell 
its  lots but disposes of them a ll in  its  
firs t year on ninety-nine year leases for 
flat sums aggregating $100,000.00, and a 
nominal rental of $10.00 a year per lo t to  
cover water and other service. Current 
expenses consumed the nominal rentals 
for the firs t year. The company declared 
a dividend of $90,000.00, and its  balance 
sheet at the close of its  firs t year shows:
A S S E T S
L a n d  a n d  Im p ro v e m e n ts  ......................  $50,000
C ash  ..................................................................  10,000
T o ta l  ...................................................  60,000
L I A B I L I T I E S
C a p ita l  S to c k  ..............................................  $50,000
S u rp lu s  .............................................................  10,000
T o ta l ...................................................  60,000
Is th is  correct accounting procedure, 
or not? Give reasons fo r your answer.
5. You find tha t your client purchased 
a plant in  a rundown condition and made 
thereon extensive outlays fo r repairs and
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renewals in  order to b ring  the plant up 
to fu ll efficiency. In  auditing the books, 
how would you treat the expenditures for 
repairs and outlays?
6. In  auditing the records of the part­
nership of E and F, whose capital in ­
vestments are $12,000.00 and $8,000.00 
and who share in  the profits on the basis 
of two-thirds and one-third, respectively, 
you find that G paid in to the business 
$12,000.00 fo r a one-third interest in  the 
profits. You find fu rthe r tha t the net in ­
come from  operations o f the business 
amounted to $48,000.00. Assuming that 
no w ithdrawals have been made, state 
the accounts of each of the above at th is 
date.
7. You are engaged to make a complete 
audit of the accounts of an estate in  
which your client is one of the bene­
ficiaries. State the points on which you 
should particu la rly  report.
8. Merchandise has been purchased on 
credit, subject to the usual cash discount, 
and not paid fo r at the close of the ac­
counting period.
(a) State how you would value i t  in  
the inventory and why.
(b) Would i t  be permissible, in  any 
event, fo r income tax purposes to reduce 
the tota l value of an inventory by a flat 
rate of discount?
9. How would you treat cash discounts 
on capital expenditures?
10. State in  detail your procedure in  
auditing the follow ing:
(a) Bank.
(b) Bu ild ing and Loan Association.
(c) Stockbroker.
PRAC TICAL ACCOUNTING 
P a rt I
November 26, 1928—2 P. M. to 6 P. M.
Problem 1
You have been retained by the Wood 
W orking Company to advise i t  as to the 
proper accounting procedure and valua­
tions to be used in  carrying out the res­
olutions and agreements concerning the 
purchase of controlling stock in  the Pine 
Products Company.
An agreement has been drawn between 
the Wood W orking Company and certain 
Stockholders of the Pine Products Com­
pany (who own 693 shares of its  capital 
stock), which provides as follows:
(a) I t  appears more economical to 
bring the management of the two com­
panies under a single head, especially in  
view of the fact tha t both companies 
have recently become interested in  a 
th ird  company just started.
(b) The said stockholders of the Pine 
Products Company agree to exchange 
the ir 693 shares of Pine Products Com­
pany stock fo r common stock in  the
Wood W orking Company on a “ relative 
book value”  basis.
(c) For the purpose of ascertaining the 
“ relative book value,”  the plants of both 
companies are to be appraised. A ll stocks 
owned are to be valued on the basis of 
most recent inform ation. Inventories of 
the two companies are to be valued on 
the same basis fo r the purpose of th is 
transaction.
(d) The books of account of the two
companies are not to reflect any of the 
changes of values, the purpose of the re­
valuation being only to a rrive at a “ re l­
ative book value”  ra tio  of the respective 
stocks fo r th is exchange.
You have audited the books of account 
of the Wood W orking Company, and have 
verified the Balance Sheet prepared fo r 
the Pine Products Company by its  ac­
countant. The Balance Sheets thus ob­
tained are as follows:
W O O D  W O R K IN G  C O M P A N Y  
B a la n c e  S heet J u n e  30, 1928 
A S S E T S
C ash  ........................................................................................................................................................................  $50,000.00
A c c o u n ts  re c e iv a b le  ( in c lu d in g  $7,500.00 due  f r o m  th e  P in e  P ro d u c ts  C o m p a n y ) . .  120,000.00  
In v e n to r ie s :
F in is h e d  P ro d u c ts — 9,000,000 Pcs. a t  $4.00 p e r  M  . $36,000.00
M a te r ia ls — 3,600.000 lbs . a t  $2.25 p e r c w t ........................ 81,000.00
S u p p lies— a t  co s t ............................................................................ 10,000.00
127,000.00
In v e s tm e n ts :
P a r C ost
F i r s t  M o rtg a g e , P in e  P ro d u c ts  Co....................................... . . .  $20,000.00 20,000.00
S to c k — P in e  P ro d u c ts  Co., 120 sh a re s  ........................... . . . 12,000.00 13,200.00
S to ck— L u b ro  O i l  C o m p a n y , 200 sh a re s  ......................... . . . 20,000.00 10,000.00
S to c k — T e x t i le  C o m p a n y , 750 sh a re s  ................................ 75,000.00
S to c k — E a s te rn  P lu g  C o m p a n y  80 sh a re s  ............... 8,000.00 8,000.00
126,200.00
F ix e d  A s s e ts :
L a n d , B u ild in g s , M a c h in e ry , e tc ., a t  p la n t  ............... ...........................  1,380,000.00
M a c h in e ry  a w a y  f r o m  p la n t— L e a s e d * .............................. 20,000.00
1,400,000.00
Less  R ese rve  f o r  D e p re c ia t io n  ............................................ 225,000.00
1,175,000.00
D e fe r re d  C ha rg e s  ................................................................................... 32,500.00
1,630,700.00
* ( T h is  m a c h in e ry  is  leased  to  th e  E a s te rn  P lu g C o m p a n y  on  a  R o y a lty bas is . N o
d e p re c ia t io n  a cc ru e d  o r  s u s ta in e d . I t  has been b il le d  to  t h a t  c o m p a n y  in  m e m o ra n d u m  fo rm
o n ly , a n d  h as  n o t been c h a rg e d  to  th e  c o m p a n y  on  th e books  o r  c re d ite d  to  m a c h in e ry  a c -
c o u n t.)
L I A B I L I T I E S
A c c o u n ts  P a y a b le  ................................................................................... $16,120.00
N o te s  P a y a b le :
B a n k s  .................................................................................................... $37,000.00
E a s te rn  P lu g  Co. ( f o r  s to c k  p u rc h a s e d ) ...................... 8,000.00
45,000.00
A c c ru e d  E xp e n s e s  a n d  T a x e s  ................................................... 20,000.00
F i r s t  M o rtg a g e , 2 0 -y e a r G o ld  B o n d s  ......................................... 800,000.00
L ess  R e t ire d  ................................................................................... 200,000.00
600,000.00
C a p ita l S to c k : A u th o r iz e d  O u ts ta n d in g
P re fe r re d , 7 p e r  c e n t C u m u la t iv e  .....................................  $800,000.00 200,000.00
C o m m o n  ( P a r  $100 p e r  s h a re )  .......................................  1,200,000.00 454,500.00
654,500.00
S u rp lu s  (P re fe r re d  D iv id e n d s  p a id  to  d a te )  ...................... 295,080.00
1,630,700.00
P IN E  P R O D U C T S  C O M P A N Y
B a la n c e  S heet J u n e  30, 1928
A S S E T S
$8, 000. 00
A c c o u n ts  R e c e iv a b le  in c lu d in g  $5,000.00 d ue  fo r  a dva n ce s  to  E a s te rn  P lu g  C o . ) . . 20,000.00
In v e n to r ie s :
F in is h e d  P ro d u c ts — 1,000,000 Pcs. a t  $5.00 p e r  M . . $5,000.00
M a te r ia ls — 2,000,000 lbs. a t  $2.35 p e r  c w t.................... 47,000.00
S u p p lie s — A t  co s t ......................................................................... 5,000.00
57,000.00
In v e s tm e n ts :
S to c k  o f  E a s te rn  P lu g  C o m p a n y  (120  s h a re s )— co s t ...................... 12,000.00
F ix e d  A s s e ts :
L a n d , B u ild in g s , M a c h in e ry , e tc ., C os t ........................... 133,000.00
Less  R e se rve  f o r  D e p re c ia t io n  .......................................... 60,000.00
73,000.00
D e fe r re d  C h a rg e s  ................................................................................... 750.00
170,750.00
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LIABILITIES
Accounts P ayable:
Wood Working Company ............................................................................  7,500.00
Other Trade Creditors ............... ................................................................... 2,500.00
---------- 10,000.00
Notes Payable:
Banks ...................................................................................................................  3,000.00
Eastern Plug Company (For stock purchased) ............................... 12,000.00
----------------  15,000.00
Accrued Expenses and Taxes .................................................................................................. 1,000.00
First Mortgage on Real Estate ..................................... .. ..................................................... 20,000.00
Capital Stock—Common (par value $100) 900 shares ................................................  90,000.00
Surplus .............................................................................................................................................. 34,750.00
You are advised by the interested par­
ties that for the purpose of computing the 
“relative book value” of the stocks of the 
two companies, you are to:
1. Value Inventories of both companies 
as follows:
Finished Goods at $4.00 per M.
Materials at $2.35 per Cwt.
Supplies—at cost, as shown.
2. Use sound depreciated values of 
Fixed Assets as shown by reports of the 
Regular Appraisal Company as follows:
Wood Working Co. Pine Prod. Co. 
Appraised cost to re­
place, new, as at
June 30, 1928 ........... $1,872,350* $275,000
Depreciation allowed . .  351,250 109,750
Sound Depreciated Val­
ues ................................. 1,521,100 165,250
* Does not cover Leased Machinery away 
from plant.
The most recent information available 
to you in regard to certain stocks owned 
is as follows:
(a) Stock of the Lubro Oil Co. is 
agreed by parties to be worth $100,000.00.
(b) Stock of the Textile Company is 
agreed by parties to be worth $50,000.00.
(c) Eastern Plug Company has just 
commenced operations, and its Balance 
Sheet, at June 30, 1928, as presented to 
you, shows:
ASSETS
Cash ........................................................... $1,000
13,400Inventory— Supplies .............................
Notes Receivable (Stock Subscrip­
tions) .................................................... 20,000
Fixed A ssets:
Leased ................................. $20,000
Owned ...................................  10,000
30,000
Deferred Charges ................................. 600
65.000
LIABILITIES
Accounts Payable (Pine Products
 Co.) ......................................................... $5,000
Notes Receivable Discounted . . . . . . 20,000
Wood Working Company— (Liability
for Leased Machinery) .................. 20,000
Capital Stock (200 Shares at $100). 20,000
65,000
4. Deferred Charges are to be consid­
ered Good Assets.
You are asked to:
1. Ascertain the “relative book value”
170,750.00
at June 30, 1928, of the stocks of the 
Wood Working Company and the Pine 
Products Company.
2. Show the number of shares of Wood 
Working Company common stock that 
must be issued to acquire the 693 shares 
of Pine Products Company stock.
3. Give Entries necessary to record the 
issuance of the Wood Working Company 
shares in exchange for the shares of the 
Pine Products Company.
4. Prepare a Consolidated Balance 
Sheet of the Companies as of June 30, 
1928, giving effect to the purchase of the 
Pine Products Company shares. This Bal­
ance Sheet is to be sent to mercantile 
rating agencies, banks, etc., for trade and 
credit rating, and you should affix an ap­
propriate certificate.
PRACTICAL ACCOUNTING 
Part I
Problem 2
The President of the Anderson Manu­
facturing Company, being unable to ex­
plain to his Board of Directors how the 
funds of the Company were applied dur­
ing the year, submits the following com­
parative Balance Sheet of the Company 
with the request that you prepare state­
ments showing in detail what the changes 
in the various accounts represent.
ANDERSON MANUFACTURING COMPANY 
Balance Sheets 
ASSETS
December 31,
1926 1927
$12,500
Accounts Receivable . . . .. 62,000 68,000
Notes Receivable ........... 8,500 7,500
Inventories ...................... 235,500
40,000
Buildings .......................... 315,000
Machinery ........................ 457,650
18,000
Investment Securities . . . 16,000
Discount on. Bonds 9,500
Unexpired. Insurance . . 650 425
Good W ill ........................ 32,000
756,150 1,196,075
LIABILITIES
Accounts Payable ...........  78,000 82,000
Notes Payable .................. 90,000 60,000
Dividends Payable (Paid
January 10th) .............  16,000 24,000
Reserve for Bad D eb ts.. 1,200 1,300
Reserve for Depreciation—
Buildings ........................ 57,000 65,000
Reserve for Depreciation—
Machinery ...................... 90,000 130,000
Bonds Payable .................. 200,000
Capital Stock .................... 2 0 0 ,0 0 0 400,000
223,950 233,775
756,150 1,196,075
You are also furnished with the follow­
ing additional information:
(1) A stock dividend of 50 per cent was 
paid on March 1, 1927.
(2) Capital stock of $100,000 par value 
was issued for cash at 98 on August 15,
1927, the discount being charged to Good 
Will.
(3) Bonds were issued January 1, 1927, 
at 95.
(4) Investment securities were sold 
during the year at par.
(5) A write-off of $2,000 on Patents was 
charged to operations.
(6) Machinery which cost $15,000 and 
against which $4,000 had been reserved 
for depreciation was sold during the year 
for $5,000. The loss was charged to Sur­
plus.
(7) As the result of an appraisal made 
during the year, the following adjust­
ments were made on the books as of De­
cember 31, 1927.
(a) Land was written up $15,000.
(b) Buildings were written up $65,000.
(c) Machinery was written up $40,000.
(d) Reserve for Depreciation of Build­
ings was increased $2,400.
(e) Reserve for Depreciation of Ma­
chinery was increased $21,600.
(8) The net profit for the year was 
$43,825.00.
PRACTICAL ACCOUNTING 
Part II
November 27, 1928—9 a. m. to 1 p. m.
Problem 3 
Following is the balance sheet of the 
Knowbee Manufacturing Company at Oc­
tober 31, 1928.
ASSETS
Current Assets:
Cash ....................................................... 625
Accounts Receivable . . . .  $28,400 
Less reserve for bad debts 250
------------- 28,150
Notes Receivable ............................... 6,000
Accrued interest on notes receiv­
able ....................................................  90
Inventories:
Finished goods ...........  12,000
Goods in process .........  7,500
Raw material ...............  5,000
------------- 24,500
Total Current A s s e t s ........................  59,365
Investm ents:
Stock of Eureka Company
(80 per cent) ...............  45,000
Advances to Eureka Com­
pany (Unsecured) . . . .  15,000
------------- 60,000
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Fixed Assets:
8,000
Buildings ...........  30,000
Less reserve for
depreciation . .  6,000
24,000
Plant and equipment . . . 24,500
56,500
10,000
Deferred Charges:
Manufacturing supplies. . 165
Prepaid advertising . . . . 300
465
Total Assets .......................... 186,330
LIABILITIES AND NET WORTH
Current Liabilities:
Accounts p a y a b le .............  $35,000
Accrued wages ............... 700
Accrued taxes .................. 140
Accrued interest on mort­
gages ............................... 150
Accrued interest on notes
payable .......................... 250
$36,240
Notes payable ...................... 40,000
Total Current Liabilities 76,240
Mortgage on Land and Buildings . . 15,000
Net Worth:
Capital stock .................... 50,000
Surplus ............................... 35,090
Reserve for working cap­
ital ................................... 10,000
95,090
Total Liabilities and N et Worth 186,330
The Eureka Company has gone into the 
hands of a receiver with prospects of 
paying its creditors at the rate of thirty 
cents on the dollar. Knowbee Manufac­
turing Company is thereby embarrassed 
financially, and its creditors call for a 
statement of affairs and a deficiency ac­
count, which you are asked to prepare.
ADDITIONAL INFORMATION AS TO 
ASSET VALUES, ETC.
Estimated Value
L and ................................... .....................  10,000
Buildings ..................................................  17,500
Plant and equipment ..........................  15,000
Finished goods .......................................  9,000
Goods in process ...................................  3,000
Raw material .......................................  4,500
Notes receivable and interest—All
good .......................................................
Accounts receivable
Good ......................
Doubtful .............
Bad ........................
Cash ..........................
Deferred charges—No value ........... ..................
The notes payable account represents 
four notes as follows:
Note for $3,000.00 with accrued interest 
of $50.00 secured by notes receivable of 
$4,000.00 on which $40.00 interest has ac­
crued.
Note for $25,000.00 with accrued in­
terest of $200.00. The holder of this note 
also holds the Eureka stock as collateral.
Note for $8,000.00 secured by notes re­
ceivable of $1,000.00 on which $30.00 in­
terest has accrued, and by warehouse re­
ceipts for raw material having a book
value of $4,000.00 and an estimated realiz­
able value of $3,800.00.
Note for $4,000.00 unsecured.
PRACTICAL, ACCOUNTING 
Part II
Problem 4 
The following is a Balance Sheet of the 
“X” Company, as of January 1, 1927:
ASSETS
Cash ........................................................... 17,500
Accounts Receivable ..........................  98,750
Inventory ................................................  112,600
Securities (Par $15,000—Mature 4-
30-27) cost .........................................  12,525
Land—cost ............... .............................. 5,000
Building—cost .......................................  78,675
Building F ix tu r e s ...................................  22,240
347,290
LIABILITIES
Accounts Payable ................................. 26,285
Notes Payable .......................................  47,500
Reserve for Depreciation—
Building ................................................  22,500_
Reserve for Depreciation—
Fixtures ..............................................  10,000
Capital Stock Common ......................  100,000
Surplus (Subject to Federal Income
Taxes $12,225) ................................. 141,005
347,290
Additional i n f o r m a t i o n  supplied 
showed:
1. Depreciation Reserves have been ac­
cumulated by annual rates of 3 per cent 
on Building and 5 per cent on Building 
Fixtures, which rates are those agreed 
to by the Underwriters of Insurance and 
the Company.
2. Building and Fixtures have been ap­
praised by insurance underwriters to have 
had insurable values of $72,000, and $18,-
000, respectively, at January 1, 1926, the 
date of their appraisal. (No increases 
in Building and Fixtures since 1/1/26.)
3. Fire Insurance, General Form Cov­
erage, each policy containing a 90 per 
cent Co-insurance Clause, as at January
1, 1927, was according to the following 
schedule:
Building ....................................................  60,000
Building Fixtures ................................. 12,000
Stock of Merchandise ..........................  108,000
Total ..................................................... 180,000
This total was made up of several 
policies of the different companies, and 
each policy covered the separate items in 
the ratio each bears to the whole of In­
surance Schedule.
At 3 o’clock p. m., Saturday, June 29,
1927, fire damaged the Building, Fixtures 
and Inventory, which damage, as agreed 
between underwriters and the company, 
was to the following extent:
Stock of Merchandise 100 per cent. 
Building 40 per cent.
Fixtures 80 per cent.
You were retained by the “X” Com­
pany to ascertain the amount of loss by 
the fire and the amount of insurance re­
coverable from the Insurance Companies, 
and you find the following facts:
1. Fire Insurance policies had expired 
in the period as follows:
March 15, 1927—at 12 o’clock, noon, 
$20,000.00—notation on policy “Inventory 
getting lower, do not renew.”
June 29, 1927—at 12 o’clock, noon, $25,-
000.00—policy carrying a pencil notation 
—“Call agent to renew, Sure!” Agent 
says he never received the message and 
renewal policy was not written, nor was 
any binder placed by the agent.
Both pencil notations were made in 
handwriting of the Treasurer.
2. After the books had been posted by 
you, the following Trial Balance as of 
June 30, 1927, was made:
Debit Credit
Cash (Overdraft) ...............  1,190
Accounts Receivable .........$117,850
Inventory 1-1-27 .................. 112,600
Purchases ...............................*122,510
Sales .......................................... 152,030
Land .........................................  5,000
Building ...................................  78,675
Building Fixtures .............  22,240
Accounts Payable ........... . 50,400
Notes Payable ......................  53,500
Reserve for Depreciation—
Building ..............................  22,500
Reserve for Depreciation—
Fixtures ............................. 10,000
Capital Stock ........................  100,000
Surplus .....................................  141,005
Federal Income Taxes a-c
1926 Profits (Pd. 3-15-27) 12,225 
Dividends Paid (5-15-27—
25 per cent) .................... 25,000
Securities (Matured) .........  2,475
Administrative Expenses . .  27,850
Selling Expenses .................. 7,625
Interest P a id ..........................  1,525 
533,100 533,100
* Of the purchases, $5,250 represented in­
transit shipments, same being received July 
3. 1927.
3. Purchases and sales for the past 
three years were found to be as follows:
1924 1925 1926
Inventory at begin­
ning of year . .  $106,750 $118,640 $104,750
Purchases .............  305,000 340,600 325,650
Inventory at end of
year ....................  118,640 104,750 112,600
Sales ........................  418,728 499,281 461,034
The business is not seasonal, but is 
highly competitive.
4. Engineers have privately informed 
the company that the Building and Fix­
tures can be remodeled at approximate 
costs of $30,000.00 and $15,000.00, respec­
tively, stating that building materials 
have advanced since January 1, 1926.
5. The conduct of the business for 
the past six months has been under the 
direct and sole charge of the Treasurer, 
who is a close relative of the largest
13,000 13,000 
8,000 5,000 
7,400
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single stockholder. H is employment dates 
from October 1, 1926.
You are asked to:
F irs t: Calculate the amount of F ire  
Damage, amount of Insurance Recover­
able, and Book Loss, i f  any, to the Com­
pany, and present your calculations in  
in te llig ib le  form.
Second: Your determination of F ire 
Loss and Recoverable Insurance (as cal­
culated above) being accepted by the Com­
pany and the Underwriters, payment was 
made in  fu ll by the insurance companies 
shortly after Ju ly 1, 1927. You are re­
quested by the management to prepare
(a) Balance Sheet—as at June 30, 1927, 
g iv ing effect to insurance adjustments.
(b) Income and Profit and Loss State­
ment for six months then ended.
Note: Submit work sheet.
Th ird : Prepare suitable comments bear­
ing on the Financial Position of the Com­
pany and the conduct of its  affairs for 
the past six months. These comments 
w ill be read before the Board of Direc­
tors at a special meeting called to con­
sider its  plans fo r the future.
COMMERCIAL LAW
November 27, 1928—2 p. m. to 6 p. m.
Designate questions by numbers 
Answer Any Ten Questions 
(Conclusions w ithout legal reasons are 
valueless)
Q. 1. A  ora lly  made B an offer, which 
expressly provided tha t B should have 24 
hours to consider it, and that in  the 
meantime i t  should be irrevocable. W ith ­
in  the 24 hours, however, A  sent a le tter 
of revocation by messenger, which was 
received by B w ith in  24 hours from the 
time when the offer was made. B had, 
however, a few minutes previously mailed 
a le tter accepting the offer. The accept­
ance was received after the 24 hours had 
expired. Is there a contract?
(a) Would a contract be made i f  the 
le tter of acceptance was lost in  the mails?
Q. 2. B was engaged in  the illegal sale 
of liquor. He employed A  as a salesman 
and C as a collector. Both received money 
from  customers and both refused to set­
tle the ir accounts w ith  B. Has B any 
legal standing against e ither of them?
Q. 3. E had money on deposit in  a sav­
ings bank. He delivered a box contain­
ing  his bank book to P, stating tha t he 
was about to go to the hospital fo r a 
serious operation, and, i f  he did not re­
tu rn , he gave P the box and its  contents. 
E underwent a successful operation, but 
he died suddenly of a disease other than 
tha t fo r which the operation was per­
formed. Is  P entitled to the deposit in  
the savings bank?
Q. 4. A  has acquired a ll the stock of 
the B corporation. He made a contract 
w ith  C in  the name of the corporation. 
Now C seeks to hold him  personally liable 
upon the contract. Can he do so?
(a) Could X, a creditor of A, levy on 
the assets of the B company?
(b) Suppose A  made a contract in  his 
own name by which he purported to 
transfer certain stock and bonds owned 
by the corporation to C, and to appoint C 
agent of the corporation to transfer other 
corporate property to D. Would the cor­
poration be bound by A ’s acts?
Q. 5. (a) A  was the owner of 100 shares 
of stock in  the X  Company. H is confi­
dential clerk, having access to his vault, 
stole his certificate, forged A ’s name on 
the back, and sold the shares to B, to 
whom a transfer was made by the com­
pany on its  stock register. B then sold 
to C, to  whom a transfer was also made 
by the company. W hat are the respective 
rights of A, C, and the X  Company?
(b) X  purchased 100 shares of stock 
from  Y, who, in  turn , had purchased i t  
from Z, who had stolen the certificate in ­
dorsed in  blank from A, the real owner. 
The corporation had transferred the stock 
to Y, who appeared on its  stock register 
as the owner at the time of X ’s purchase. 
What are the respective rights of X, Y, 
and the corporation?
Q. 6. W hat is the Statute of L im ita ­
tions in  V irg in ia  on the following:
(a) Negotiable Note.
(b) Sealed instrument.
(c) An open account.
Q. 7. (a) Is the fo llow ing note negoti­
able?
I  owe P one hundred dollars. (Signed) 
M.
(b) Is the fo llow ing instrum ent nego­
tiable?
The F irs t National Bank.
Chicago, I l l ., Jan. 10, 1925.
This is to  certify  that P has deposited 
w ith  th is bank one thousand dollars 
($1,000.00), payable six months from date, 
w ith  interest at three per cent per an­
num upon re turn  of th is  certificate prop­
erly indorsed. M. Cashier.
Q. 8. M drew his check on the D Bank, 
payable to  P or bearer, and delivered the 
same to P, who lost it. A  found it, forged 
P’s indorsement, and transferred the 
check to B, an innocent purchaser. P 
notified M of the loss, and M stopped pay­
ment. On dishonor by D, B sued M. May 
he recover?
Q. 9. The firm  of A  & B, being insol­
vent, dissolved; A  taking over the firm  
property and assuming payment of debts. 
A fte r a few months A  assigned for the 
benefit of creditors, under terms prefer­
ring  certain of his separate creditors 
over the partnership creditors. Is the as­
signment fraudulent?
Q. 10. A  leaves a ll his property by w ill 
to his son, B, and includes in  the w ill the 
fo llow ing clause: “ I  request* B to make 
such provision as is possible fo r the 
wants of my sister, C, either out of the 
income of the farm, or from the d iv i­
dends on my stocks.”  B accepts the g ift, 
but fa ils  to  pay anything to or fo r C. 
Can C enforce a trust?
Q. 11. Buck negotiated w ith  Scott fo r 
the purchase of a horse. On November 1, 
he wrote Scott, offering to buy the horse 
fo r $1,500.00 and added: “ I f  I  hear no 
more about him, I  shall consider the 
horse is mine at $1,500.00.”  Scott sent no 
reply, but on Decem ber 2, told Vest, an 
auctioneer, employed by Scott, tha t the 
horse had been sold. Later Vest, by mis­
take sold the horse to Ruth. Was a con­
tract concluded by Scott’s mental assent 
or acquiescence in  Buck’s offer?
THEORY OP ACCOUNTS
November 28, 1928— 9 a. m. to 1 p. m.
Answer a ll Questions
De not repeat questions, but designate 
them by numbers and letters.
1. Define:
(a) W orking Capital.
(b) Suspense Account.
(c) Controlling Accounts.
(d) T rading Account.
(e) Secret Reserve.
(f) Bonus Stock.
(g) Donated Capital Stock.
2. Define Treasury Stock and explain 
how i t  should be handled in  a Balance 
Sheet when purchased (a) at par, (b) 
above par, (c) below par.
3. In  the preparation of a Balance 
Sheet, how would you treat the follow­
ing assets which have been pledged as 
security fo r borrowed money:
(a) Accounts and Notes Receivable.
(b) Inventories.
4. Describe the fo llow ing securities, ex­
plain the general characteristics of each, 
and state in  what order the holders 
thereof rank in  case of liqu idation:
(a) Common Stock.
(b) Cumulative and Non-Cumulative 
Preferred Stock.
(c) Mortgage Bonds.
(d) Debenture Bonds.
5. A  Corporation secured lease on cer­
ta in  business property fo r a period of 
five years at an annual rental of $15,-
000.00, plus taxes and fire insurance of 
$3,000.00 paid annually on the property, 
w ith  option of renewal fo r an additional
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five years at an annual rental of $20,-
000.00, plus taxes and insurance paid of 
$4,000.00 annually. The lessee immedi­
ately made substantial improvements to 
the property a t the cost of $12,000.00. A t 
the end of t he fourth  year, lessee exer­
cised its  option of renewal of the lease 
fo r the additional five years.
(a) How should the cost of the im ­
provements be treated on the Corpora­
tion ’s books?
(b) Show the annual rental equivalent 
of the Corporation, by years, for a ll years 
covered by the lease and the renewal 
thereof.
 6. Is  i t  sound business policy under 
any conditions fo r a corporation to de­
clare a dividend out of current earnings 
while its  capital is impaired? Is i t  ever 
justifiable to pay dividends w ith  bor­
rowed money?
7. How would you treat dividends un­
paid on cumulative preferred stock in  a 
balance sheet?
8. On January 1, 1928, a concern deal­
ing in  a single commodity had an inven­
to ry  of merchandise which cost $20,-
000.00. The goods were marked to sell 
at 125 per cent of cost and a ll subsequent 
purchases during the three months end­
ing March 31, 1928, were marked at the 
same rate. The selling price of the in ­
ventory at March 31, 1928, was $33,-
250.00. Purchases and sales by months 
were:
S ales  
P ru c h a s e s  (S e ll in g  
(C o s t)  P r ic e )
J a n u a ry  .......................................  $8,000 $9,000
F e b ru a ry  .....................................  9,000 9,500
M a rc h  ............................................  14,000 12,000
Compute estimated inventories at cost 
price at the end of each of the three 
months.
Compute the rates of turnover fo r the 
three months period.
9. How would you handle on the books 
of a company the follow ing premiums or 
discounts, in  the firs t or subsequent 
years:
(a) An issue of preferred shares at a 
premium?
(b) An issue of bonds at a discount re­
deemable at par?
(c) An issue of bonds at a discount re­
deemable at a premium at a fixed date 
or by purchase in  the open market p rio r 
to that date? I f  there were a saving by 
purchasing in  the open market, how 
should th is be treated?
10. Define the fo llow ing and explain 
how each is created:
(a) Earned Surplus.
(b) Capital Surplus.
(c) Donated Surplus.
THE USE OF STATISTICAL  
METHODS IN  ACCOUNTANCY
( C o n t in u e d  f r o m  p a g e 334) 
ties, when used in  connection w ith  pe­
riods to tim e).
(2) Avoid the use of areas or volumes, 
which are liable to m isinterpretation. 
Use linear magnitudes to represent 
quantities in  a ll charts.
(3) In  a graph the scale should be so 
selected tha t the zero line w il l  appear on 
the diagram, and this zero line should be 
heavy or otherwise distinguished from 
the other co-ordinate lines.
(4) Do not show any more co-ordinate 
lines than necessary to guide the eye in  
reading the diagram.
(5) Figures for the scales of a diagram 
should preferably be placed at the le ft 
and at the bottom.
(6) Numerical data, in  tabular form, 
should generally accompany the diagram.
(7) Every diagram should be accom­
panied by a title , showing clearly the pur­
pose of the diagram.
In  using curves to compare related (or 
unrelated) phenomena, i t  is advisable to 
l im it  the number of curves on the one 
diagram to two or three, as more w ill 
generally lead to confusion. In  a rriv ing  
at conclusions suggested by such com­
parison of curves, care must be taken to 
make sure tha t the curves in  question 
have been drawn to the same scale, as 
scales would be misleading. In  such 
cases i t  is wise to reduce the figures to 
some common measure, as, fo r instance, 
percentage or average or standard de­
viations, which la tte r measures are ex­
plained in  any good text on the use of 
statistical methods. This, however, is 
not always possible or desired, and when 
not employed, care must be maintained 
to keep in  mind the respective scales of 
measurement, and these should be clearly 
shown on the chart.
The fo llow ing are suggested as some 
instances of graphical comparisons, 
which would be of use to accountants:
(1) Sales of one year compared to sales 
of the preceding year.
(2) Sales of one company compared to 
total sales as shown in  government or 
other statistical reports.
(3) Gross and net profits compared to 
Sales.
(4) Comparison of different salesmen’s 
results.
(5) Comparison of departments.
(6) Production compared to length of 
working day, wages, etc.
In  numerous other ways the use of 
statistical methods is found to be ad­
vantageous to accountants and business 
men in  general. Take, fo r example, the 
field of prices. By procuring a smoothed 
curve o f prices, or a stra ight line trend
of prices, i t  is an easy m atter fo r the 
executive to judge whether or not cur­
rent prices are above or below normal, 
and th is w ill assist him  in  adjusting his 
inventories—reducing them when prices 
are above normal, and build ing them up 
when prices are below. Caution is 
especially needed here, however, for i t  
must be remembered that price forecast­
ing is not an exact science.
From another point of view, an effec­
tive statistical department in  connection 
w ith  the accounting department or as a 
section of i t  makes the use of a budget 
system an im portant contributing factor 
to the increase of profits and reduction 
of losses. Plans would be la id a t the be­
ginning of the year to show the required 
relation of prices, costs, etc., to produce 
the desired results, and monthly com­
parisons of operating statements would 
be made w ith  the budget, to see that 
nothing was getting out of line. Graphs, 
comparing budget figures, last year’s fig­
ures, and current figures, would quickly 
point out any im portant deviations, so 
that causes could immediately be looked 
for. S im ila rly , a graph showing four 
curves—one of sales, one of cost of goods 
sold, one of expenses, and one of net 
profits, w il l  b ring interesting relations 
and fluctuations to ligh t. A  graph com­
paring gross profits, departmental ex­
penses (in  to ta l), and net profits w ill 
show clearly when expenses are running 
out of line.
Each type of enterprise w ill suggest 
its  own peculiar uses of the methods 
suggested, and i t  would seem tha t th is  
field offers almost unlim ited expansion of 
the practicing accountant’s duties.
In  th is  short space i t  has not been at­
tempted to give an exhaustive treatment 
of any part of the subject; the purpose 
has been to present some of the possibili­
ties at hand in  the hope tha t the claim 
of sta tistica l methods on business may 
be perhaps a lit t le  more firm ly  estab­
lished. Nor has complete explanation of 
any particu lar method been undertaken, 
fo r there are a number of good books 
on the market, which clearly present the 
procedure of statistical methods, and 
which can be readily followed by anyone 
having the inc lina tion  to dispose of a 
part of his time in  that manner. Any 
tim e spent in  such a way w ill be repaid 
many times over, i f  there is available 
the opportunity to put in to practice the 
principles enumerated.3
3 T he  fo llow ing  a re  su g g es ted  as r e f ­
erence  books: C haddock , “ P rin c ip le s  
an d  M ethods of S ta tis tic s” ; M ills, “ S ta ­
tis t ic a l M ethods as A pplied  to  E co­
nom ics an d  B u sin ess” ; I rv in g  F ish e r , 
“T he M aking of Index  N um bers” ; P e r­
sons, F o s te r  & H e ttin g e r , “T he P ro b lem  
of B usiness F o re c a s tin g .”
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Recent Court Cases
ILL IN O IS
The D is tric t Court of the United States, 
Northern D is tric t of Illino is , Eastern 
Division.
United States vs. Toombs & D aily Com­
pany, Inc., Roy C. Toombs and George 
E. Kidd, et al. No. 18399. 
WOODWARD, D is tric t Judge:
This matter comes up on the plea of 
nolo contendere as to the defendants 
Toombs & D aily Company, Incorporated, 
and Roy C. Toombs and on a plea of 
gu ilty  as to the defendant, George E. 
K idd.
E ffect of P lea  of N olo  Contendere-.
A t the outset a clear conception must 
be had of the effect of the plea of nolo 
contendere. So fa r as pertinent to the 
matter now before the court, the Su­
preme Court in  the case of Hudson v. 
U. S. 272 U. S. 451, has succinctly stated 
the effect of the plea in  the fo llow ing 
language:
“ L ike the implied confession, th is plea 
does not create an estoppel, but, like  the 
plea of guilty, i t  is an admission gu ilt 
fo r the purposes of the case.”
So fa r as applied to the defendants, 
Toombs & D aily Company, Incorporated, 
and Roy C. Toombs, the court may, in 
its  discretion, under th is plea, impose any 
punishment upon the defendants, or 
e ither of them, tha t is warranted by the 
statutes to which the indictment, and the 
several counts thereof, are referred. By 
th is  plea the defendants do not directly 
own themselves to be g u ilty  but tac itly  
adm it the ir g u ilt by throw ing themselves 
on the mercy of the court.
C h itty ’s C rim inal Law, 4th Am. Ed. 
p. 431.
As to these defendants, therefore, who 
have thrown themselves on the mercy 
of the court, the court w il l consider the 
evidence solely w ith  a view to determin­
ing the penalty to be inflicted. The court 
w il l  not go in to  the question either of 
the g u ilt or innocence of either defendant. 
General Statem ent o f Facts:
An indictm ent was returned into th is 
court charging, in  ten counts thereof, the 
Toombs & D aily Company, Incorporated, 
Roy C. Toombs, George E. K idd and 
others w ith  devising a scheme to de­
fraud by use of the mails and by one 
count thereof charging the same defend­
ants w ith  a conspiracy to commit the 
crimes charged in  the firs t ten counts of 
the indictment. The indictment grew out 
of the affairs of Toombs & D aily Com­
pany, Incorporated.
P rio r to 1918 Roy C. Toombs and O. R. 
D aily (another defendant not now before 
the court) were in  business as a partner­
ship in  selling farm  mortgages. In  1918 
the Toombs & Daily Company was incor­
porated and, after incorporation, the bus­
iness was extended so as to embrace a 
general mortgage and bond business. 
D uring the war and immediately there­
after the business seemed to be quite 
profitable. D uring the years from  1926 
to July, 1928, Roy C. Toombs was presi­
dent of the corporation and O. R. Daily 
was treasurer and bookkeeper. During 
a part of th is time and particu la rly  dur­
ing the year 1927, George E. Kidd, was 
head bookkeeper and auditor. For the 
most part Roy C. Toombs was engaged 
as the outside man or field representative 
of the concern. He reposed confidence in
O. R. Daily, treasurer and bookkeeper and 
who was the older man. I t  was deter­
mined to increase the capital stock of 
the Toombs & Daily Company, Incorpo­
rated, and to that end a stock sale scheme 
was inaugurated, stock salesmen were 
sent out to various cities of Northern 
Illin o is  and the mails were freely used in 
exploiting the financial condition of the 
company. I t  turned out that the repre­
sentations made through the mails as 
to the financial condition of the company 
were false and fraudulent and that the 
company was hopelessly involved.
As to  R o y  C. T oom bs:
As to the defendant, Roy C. Toombs, 
i t  was strenuously contended in  argument 
that he was an innocent v ic tim  of O. R. 
Daily, treasurer of the Company, a man 
older in  years and of superior mentality. 
I t  was contended that, although the de­
fendant Toombs signed and caused to be 
sent through the mails circulars, a ll of 
which are set fo rth  in  the indictment, 
stating in  glowing terms the very pros­
perous condition of the company and pic­
tu ring  the great returns which m ight be 
made from  investment in  its capital stock, 
yet he relied upon O. R. Daily and George 
E. K idd and had no reason to suspect 
that the statements made to him  by 
Daily and K idd were incorrect and did 
not state the tru th . I t  is unquestioned 
that O. R. D aily had supervision over the 
books; that he had supervision over and 
kept a record of, as well as physical cus­
tody of, a ll the securities; that he had 
control of the bank accounts and the 
cash; that he kept a duplicate set of 
books, one fo r the inspection of the office 
which was not correct and in  which false 
entries were made, and another set at 
home, which in  a ll probability was cor­
rect. The court is not impressed w ith  the 
argument tha t the defendant, Toombs, is 
the guileless ind iv idual which counsel 
would have the court believe. He was no
doubt enthusiastic in  the sale of the 
stock. He was extremely optomistic as 
to the future prospects of his own corpo­
ration. He believed, and perhaps he had 
some reason to believe, that u ltim ate ly 
the financial difficulties which he knew 
he was encountering would be overcome 
and tha t the investors would lose no 
money. However, i t  is clear from  this 
record tha t he made and caused to be 
sent through the mails statements as to 
the financial condition of the company 
w ith  entire and utter reckless disregard 
as to whether or not they were true or 
false. In  fact the record shows that he 
knew tha t K idd, in  making the certified 
audit and the certificate, had not counted 
the securities. In  May, 1927, K idd had 
told Toombs that he, Kidd, was seeking 
to make actual count of the securities 
and importuned Toombs to intercede w ith
O. R. D aily to have th is done. Again 
Toombs admitted tha t in  1926, when he 
was negotiating fo r the purchase of the 
International L ife  Insurance Company, 
that at that time his suspicions were 
aroused as to whether or not the com­
pany had the assets which the statement 
showed were on hand.
A fte r g iv ing consideration to th is rec­
ord the court is of the view, that so fa r 
as evidence has been heard, the court 
would not be warranted in  imposing im ­
prisonment on the defendant, Toombs; 
tha t the record does w arrant the imposi­
tion upon Toombs of a very substantial 
fine. Therefore, the judgment of the court 
w il l be:
That the defendant, Roy C. Toombs, pay 
a fine of $500 on each of counts, one, two, 
three, nine and ten; that he pay a fine 
of $1,000 on each of counts four, five, six, 
seven, and eight; and that he pay a fine 
of $2,500 on count eleven, making a 
to ta l fine of $10,000 to be paid by the de­
fendant, R. C. Toombs, and that he be 
committed to the DuPage County Ja il 
u n til the fine and costs are paid.
to  th e  C orpora tion :
The corporation is now bankrupt. No 
good purpose would be subserved in  im ­
posing a fine of any magnitude upon the 
corporation. The payment of the fine i f  
made would simply deprive the credi­
tors of a part of the fund to which they 
w ill look to satisfy the ir claims. There­
fore, as to the corporation, the court w ill 
impose a nominal fine of $100.
As to  G eorge E. K id d :
And now as to the defendant, George 
E. Kidd, who has pleaded guilty. K idd 
was a public accountant. For a number 
of years he practiced his profession alone. 
He was employed by Toombs & D aily as
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an independent accountant to audit the ir 
books and to make reports. Later he 
accepted continuous employment w ith  
Toombs & D aily on a stipulated salary 
basis. W hile in  the discharge of his 
duties under the la tte r employment he 
made periodical audits of the books. He 
was in  in tim ate daily contact w ith  the 
business of the company. He had set 
up a set of books fo r it. He was ac­
quainted w ith  the policies of the com­
pany. He knew tha t i t  was engaged in  
a campaign to sell its  stock to the general 
public. He knew of the activities of 
Clark, its  stock salesman, who was trav­
eling a ll over northern Illin o is  te lling  
prospective investors of the sound finan­
cia l condition in  which the company 
found itse lf and of its  a llu ring  prospects.
He knew that one of the duties fo r 
which he was employed was to prepare 
audits and financial statements to be used 
by the company for d istribution to pros­
pective investors. He knew tha t these 
audits and statements were intended to 
be relied upon by the public.
H is statements, admitted in  evidence, 
show the company to be in  a sound and 
healthy financial condition. He has testi­
fied in  detail as to how these audits and 
statements were prepared. In  general i t  
may be said that they represent a sum­
mary of the books of. the company, of 
notations made on fug itive  scraps of pa­
per found ly ing  around the office, and of 
memoranda and data supplied by O. R. 
Daily, treasurer and leading executive 
of the company. He states that he had 
im p lic it confidence in  O. R. Daily. He 
was w illin g  to rely upon any statement 
that O. R. D aily m ight make. He did 
re ly upon D a ily ’s oral statements. To 
each of his reports he appended an un­
qualified certificate of the condition of 
the company. The follow ing is a copy 
in  part of a typical certificate:
“ The usual verifications of cash were 
made; of cash on hand, and bank bal­
ances. The totals of F irs t Mortgage Notes 
and Bonds were verified by inspection and 
count, detailed lists of which are a part 
of the audit records.”
I t  w il l be noted tha t the name K idd is 
not signed to th is certificate. He used the 
name of Kuester, w ith  whom he had a 
nominal connection. That th is device 
was intended to deceive and defraud the 
public is unquestioned. He intended to, 
and did lead the public to believe that 
the audit was made by an independent 
auditor. Such was not the fact, as Kues­
te r had nothing to do w ith  i t  and knew 
nothing of it.
Furthermore the certificate was ab­
solutely false. I t  may have reflected cor­
rectly what K idd found in  the books and 
in  the scraps of paper and, fo r tha t mat­
ter, in  the data and memoranda, oral and
w ritten , given him  by O. R. Daily. But 
no attempt was made by K idd to ve rify  
the accuracy of the books. No inspection, 
examination or count of the securities 
was made. Both as to the accuracy of 
the books and of the amount, character 
and value of the securities, he took the 
word of O. R. Daily. The securities, or 
the greater amount certified to, were not 
in  the possession of the company at all. 
As a result, the general public relied upon 
the accuracy of the certificate, and in ­
vested its  capital and savings w ith  a 
concern which was hopelessly insolvent— 
a situation which would have been dis­
closed to K idd had he performed his du­
ties w ith  honesty and fidelity.
K idd was a public accountant—not a 
certified public accountant, i t  is true, but, 
nevertheless, a public accountant. He is 
a man of mature years. As a man of 
experience in  the practice of account­
ancy, he knew the duties and responsi­
b ilities  of an accountant. He knew the 
significance of an audit and of an audi­
to r ’s certificate.
Public accountancy has arisen to the 
d ign ity  of a learned profession. I t  re­
quires of its  professors a broad general 
and technical education. I t  requires sk ill 
and tra in ing  in  the fundamentals of eco­
nomics and business. Above all, i t  re­
quires and demands in teg rity  and hon­
esty of the highest order.
The public accountant is recognized as 
an adjunct to business. H is duty is to 
ascertain the tru th  and to te ll i t  fear­
lessly. The report which he made, and 
which he knew was intended to be re­
lied upon by the investing public, was 
composed of two elements: (1) that he 
made an audit of the company, and (2) 
tha t he affirmed the accuracy of the re­
port. He accepted his responsibility. 
Purchasers of the stock had fa ith  in  his 
work and invested the ir capital and sav­
ings on the fa ith  of his certificate.
H is certificate was false. A t most i t  
represented a mathematical calculation 
from uncertain data. He accepted the 
oral statement of his client as to assets 
and liab ilities. He stated conclusions as 
he was told they were—not as he found 
them. H is audit was a farce. I t  re­
sulted in  tragedies in  many of the homes 
in  Northern Illin o is  and in  other places.
The court is not unm indful of the fact 
tha t the D is tric t A ttorney made repre­
sentations to the defendant, K idd, that 
he would recommend to the court, in  
case th is defendant pleaded guilty, that 
a fine of $500 be imposed. The D is tric t 
A ttorney has fa ith fu lly  kept his promise. 
He has made the recommendation which 
he promised to make.
O rd inarily  the court would adopt the 
recommendations of the D is tric t A tto r­
ney. In  th is case the court feels con­
strained to fo llow  its  independent judg­
ment. That judgment does not accord 
w ith  his recommendations. The court 
feels tha t the punishment recommended 
is inadequate to the offense. The court 
feels that a short term  of imprisonment 
is demanded. In  view of the recommen­
dation of the D is tric t Attorney, the court 
w il l not impose as long a term  of im ­
prisonment as i t  would have done had no 
recommendation been made.
The judgment of the court as to K idd  
w ill be:
That on each of counts 1 to 10, both 
inclusive, he pay a fine of $50; tha t on 
count eleven he pay a fine of $500 and 
be confined in  the county ja il of Dekalb 
county fo r six months.
Let judgment be entered accordingly.
W righ t v. A ldridge et al, members of 
Alabama Board of Public Accountancy.
Once again the Supreme Court of A la­
bama has passed upon its  State C. P. A. 
law. Percy V. W righ t was granted a C. 
P. A. certificate in  1919, and said certi­
ficate was revoked in  1921. In  December 
of 1928, he filed w ith  the Alabama State 
Board of Accountancy a petition fo r re­
instatement and fo r the re turn of his 
certificate as a C. P. A. Following th is  
petition the Board had a hearing and de­
nied the application on the ground tha t 
i t  had not ju risd ic tion  or au thority  to 
entertain a petition fo r reinstatement. 
Follow ing th is decision W righ t applied to 
the C ircu it Court of Montgomery County, 
praying tha t a w r it  of mandamus be 
granted commanding the State Board to 
take ju risd ic tion  fo r reinstatement. The 
Board appeared and filed a demurrer as­
serting tha t the statute conferred on i t  
no au thority  to reinstate an accountant 
whose certificate had been revoked. The 
demurrer was sustained. From th is 
W righ t appealed and the Supreme Court 
affirmed the decision of the C ircut Court.
In  the Supreme Court decision refer­
ence was made to the case of Lehmann 
v. State Board of Public Accountancy and 
to the more recent case of the State ex. 
rel. M ille r v. State Board of Accountancy. 
From these previous decisions the court 
held tha t i t  was clear that the Board had 
only statutory and lim ited power as con­
ferred by the statute of its  creation and 
applicable in  accordance w ith  the general 
rules and held that “ The statute clearly 
confers no au thority  on the Board, either 
expressly or by necessary implication, to 
reinstate one whose certificate had been 
cancelled fo r unprofessional conduct or 
to rev iv ify  and restore to life  a certifi­
cate so revoked and cancelled, and i f  
such certificate was restored to the peti­
tioner i t  would confer no au thority  on 
him  to practice as a certified public ac­
countant.”
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“ I t  is too well settled to require the 
cita tion of au thority  tha t mandamus w ill 
not be issued to compel the doing of a 
useless act. I f  the appellant desires to
CALIFO RNIA 
The regular m onthly meeting of the 
San Francisco Chapter of the California 
State Society of Certified Public Account­
ants was held at the Engineers’ Club, on 
Wednesday evening, October 16, 1929, at 
6:30 o’clock.
Harold J. Jarvis, General Manager of 
the Transportation Guarantee Company, 
was the speaker of the evening and chose 
as his subject, “ Transportation and Its  
Cost Accounting.”
Certified Public Accountants who had 
been granted the ir certificates at the Au­
gust meeting of the State Board of Ac­
countancy were guests at the meeting.
COLORADO
The follow ing officers were elected at 
the annual meeting of the Colorado So­
ciety of Certified Public Accountants: 
President, Clem W. Collins; Vice-Presi- 
dent, W. M. T ran t; Secretary, A llen Re- 
deker; Treasurer, Matthew Fox; Direc­
tors, T. S. Underwood, H. W. Nelson, F. 
C. Hendee, F. D. Pell, I. M. W illiams, 
Leon W illiam s, T. J. W ittin g  and W. J. 
Thompson.
DISTRICT OF COLUMBIA
The quarterly meeting of the D is tric t 
of Columbia Institu te  of Certified Public 
Accountants was held at the C ity Club, 
Washington, on Monday evening, October 
21, 1929.
The dinner was finished just in  time for 
the group to listen in  on the broadcasting 
of the Dearborn ceremonies in  connection 
w ith  the fiftie th  anniversary of Edison’s 
invention of the electric light.
Aside from routine business the most 
important matters discussed were those 
relating to publicity. I t  was decided that 
the Institu te  should sponsor another two- 
th irds page ad in  the telephone directory, 
of the same general form used in  the May 
issue, and which was then inserted as a 
cooperative ad in  lieu of the several in ­
dividual cards which had been used by 
the members of the Institu te  heretofore, 
every member having agreed to the 
change.
ILL IN O IS
A t the annual meeting of the Illino is  
Society of Certified Public Accountants, 
held in  Chicago, on October 8, 1929, the 
fo llow ing officers were elected: President,
practice as a certified public accountant, 
he may apply to the Board fo r the is­
suance of a certificate as provided by the 
statute.”
H. A. F inney; Vice-President, C. K ie r 
Davis; Secretary-Treasurer, Homer L. 
M ille r.
MASSACHUSETTS
A t the regular meeting of the Massa­
chusetts Society of Certified Public Ac­
countants, Inc., held on Monday, Septem­
ber 23, 1929, Harvey S. Chase and Her­
bert F. French were unanimously elected 
to fellow  membership in  the Massachu­
setts Society. These two gentlemen are 
the only members of the Society who 
were among the charter members of the 
orig ina l accounting society in  Massachu­
setts, the Massachusetts Society of Pub­
lic  Accountants, which was organized in  
1900, and the ir election to honorary mem­
bership is a tribu te  to the part which 
they took in  the form ation of the Massa­
chusetts Society.
The meeting was devoted to a discus­
sion of some of the papers presented at 
the Th ird  International Congress on Ac­
counting.
In  our October issue we printed the re­
port of the Committee on Legislation of 
the Massachusetts Society w ith  reference 
to the Macallen case. Although this case 
has a larger local than general effect, 
we present a notice sent out by the Massa­
chusetts Committee on Legislation which 
brings the matter down to date.
“ On September 6, 1929, we addressed 
a le tter to the members of the Society 
suggesting action to be taken p rio r to 
September 20, 1929, on claims fo r the 
year 1927, under the Macallen decision. 
I t  is the purpose of the present le tter 
to outline the situation to date and in ­
dicate action which is desirable at th is 
time.
“ The United States Supreme Court on 
October 14, 1929, denied the petition seek­
ing a rehearing in  the case of the Macal­
len Company vs. the Commonwealth of 
Massachusetts. Its  former decision, rend­
ered May 27, 1929, therefore stands. As 
a result, the income portion of the Mas­
sachusetts Excise Tax assessed against 
domestic business corporations is definite­
ly  decided to have been illegal so fa r as 
i t  was based upon interest from obliga­
tions of the United States and of ins tru ­
mentalities and possessions thereof, or 
from  obligations of the Commonwealth 
of Massachusettts and po litica l sub­
divisions thereof, provided the words
‘tax exempt’ are w ritten  on the face of 
such State, county, and municipal ob­
ligations.
“ We recommend tha t a form al c la im  
fo r abatement be filed at once on Form  
382 under Section 27, Chapter 58, by each 
Massachusetts corporation whose 1928 re­
tu rn  on line D-2, page 4, reported such, 
non-taxable interest.
“ We recommend that each Massachus­
etts corporation whose 1929 re turn re­
ported any such non-taxable interest file  
a claim fo r abatement under Section 51 
of Chapter 63, w ith in  60 days from  the 
date of its  1929 tax b ill.
“ The Governor and Council have re­
quested an opinion from  the Supreme 
Judicial Court of Massachusetts as to  
whether the decision of the United States 
Supreme Court in  the Macallen case 
caused Section 52 of Chapter 63, to be­
come effective, and i t  is possible th a t 
abatements under Macallen case claims 
w ill be delayed fo r a few weeks, w ith  
the expectation that an opinion may be 
handed down w ith in  that time. I t  is not 
generally believed tha t Section 52 has be­
come effective, but even i f  such should 
prove to be the case, the tim e l im it fo r 
filing  claims to take advantage of th is  
situation on account of the year 1928, 
w ill not expire u n til September 20, 1930, 
and we therefore advise that no claims 
on th is  ground be filed at th is  time.”  
RICHARD D. SEAMANS, 
CHARLES F. RITTENHOUSE,
J. CHESTER CRANDELL, 
Chairman, Committee on Legislation.
MICHIGAN
The annual meeting of the Michigan 
Association of Certified Public Account­
ants was held at the Cadillac A th le tic  
Club, Detroit, on Thursday evening, Oc­
tober 3, 1929. Following the dinner the 
usual reports were given by the re tir in g  
officers.
W. T. McConnell had been requested to  
give the report which he had prepared 
for the annual meeting of The American 
Society at New York covering the h is to ry  
and results of regulatory legislation in  
Michigan.
The Board of Directors for the ensuing 
year was authorized to employ such cleri­
cal assistance as m ight be needed for the 
purpose of carrying on specific campaigns 
designed to increase the membership in 
the Michigan Association and increase 
the professional efficiency of the organiza- 
tion.
The officers for the coming year are: 
President, C. Earle Neff; Vice-President, 
C. A. Parker; Secretary, Ludvig C. N ie l­
sen; Treasurer, J. Lee Boothe. The fore­
going; together w ith  E. Elmer Staub, C. 
E. Mounteer and W. H. Ball, constitute 
the Board of Directors.
STATE SOCIETY NEW S
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NEW JERSEY
A  meeting of the New Jersey Society 
of Certified Public Accountants was held 
on Wednesday, October 30, 1929, at the 
E lks Club in  Newark, N. J., and was 
attended by certified public accountants 
of the entire State.
The purpose of the meeting was to 
discuss the aims and aspirations of the 
new administration.
The chairman of each committee fu r­
nished a pre lim inary report as to the 
scope of the ir activities and the work 
thus fa r accomplished. Judging from the 
reports delivered, i t  was obvious that 
there were no idle committees. The dis­
cussion by the members indicated an un­
usual interest manifested in  the activ i­
ties of the society.
Particu lar stress was made of the work 
of the Committee on Cooperation w ith  
Bankers, and the Committee on the Study 
of the State Tax Laws.
James F. Hughes spoke on the subject 
of cooperation w ith  bankers. He stated 
that Mr. Heaton has been corresponding 
w ith the New Jersey Bankers’ Associa­
tion  in  an effort to arrange a conference 
between bankers and accountants.
Henry B. Fernald reported that the 
State authorities have mailed to the so­
ciety a complete copy of a ll tax legisla­
tion. He informed the members that 
each committeeman has been assigned 
one phase of the tax question. Mr. Fer­
nald is in  the hope tha t the aims and 
-work of his committee w ill result in  mate­
r ia l benefit to not only accountants, but 
also the State authorities and the busi­
ness community.
The president then announced the elec­
tion  of James F. Hughes to the office of 
president of The American Society of 
Certified Public Accountants. In  response 
to this, Mr. Hughes made appropriate re­
marks, which were heartily  received.
The president announced that the a ll­
day meeting of the society would be 
held on December 2.
NEW YORK
The Seventh Annual A ll Day and Even­
ing Conference of the New York State 
Society of Certified Public Accountants 
was held on Wednesday, October 16, 1929, 
at the Hotel Pennsylvania, New York 
City.
P. W. R. Glover, President, acted as 
Conference Chairman. During the day 
probably 500 different members were 
present for at least a portion of the meet­
ing.
President Glover called the morning 
session to order and the regular business 
was transacted, occupying a small por­
tion  of time, however.
The general topic for the morning was 
“ Investment Trusts.”  W illiam  H. Bell, 
Chairman of the Committee on Coordina­
tion of Technical Committees, acted as 
chairman.
The “ Economic and Business Aspects” 
were presented by E. Stanley Glines, Vice- 
President and member of Executive Com­
mittee, American Founders Corporation, 
and Warren M. Persons, Economists of 
Goldman Sachs Trading Corporation and 
Director of the National Investors Cor­
poration.
The “ Accounting Aspects”  were pre­
sented by George P. Auld, Chairman of 
the Special Technical Committee on In ­
vestment Trusts. This paper was a most 
im portant contribution to accounting 
literature and we hope to present i t  in 
fu ll in  a later issue. No opportunity was 
offered for discussion before the luncheon 
intermission.
During the interm ission the officers and 
representatives of The American Society 
from New York and New Jersey lunched 
together and spent an hour in  discussing 
the affairs of The American Society w ith  
the Secretary.
A t the afternoon session President 
Glover made a report on the Interstate 
Legislative Survey held at the time of the 
International Congress on Accounting.
The general topic for the afternoon was 
the Federal Reserve Board’s pamphlet on 
“ Verification of F inancial Statements” 
and Frederick H. Hurdman, President of 
the American Institu te  of Accountants, 
under whose auspices the pamphlet had 
been prepared, presided.
A rthu r W. Teele, Chairman of the Com­
mittee which prepared the pamphlet 
made some introductory comments in d i­
cating the general outline of the plan of 
procedure of the Committee which under­
took its revision.
Various sections of the pamphlet were 
commented on and criticism s were passed 
by the fo llow ing speakers: A. S. Fedde, 
covering the portion devoted to cash, 
notes receivable, accounts receivable and 
securities; Henry B. Fernald and C. 
Oliver W ellington, discussing the sub­
ject of inventories; Wm. D. Cranstoun, 
covering fixed property and deferred 
charges; J. J. K lein, speaking on notes 
payable, accounts payable, contingent lia ­
bilities, accrued liab ilities  and bonded 
and mortgage debt; Wm. H. Bell, discuss­
ing the profit and loss items, including 
the form of auditor’s certificate; Samuel 
J. Broad, discussing the form of balance 
sheet and profit and loss statements.
Each of the speakers seemed agreed on 
one point—the pamphlet, as presented, 
was a fine starting point for future delib­
eration and discussion but each speaker 
seemed to feel, at least those whom the
E dito r heard, that more time should have 
been taken before its presentation as a 
finished product and that i f  the profession 
as a whole had been offered an opportu­
n ity  for discussion and suggestion, a bet­
ter resulting document would have been 
obtained.
Following the formal presentations, the 
subject was thrown open for general dis­
cussion and then a formal resolution of 
endorsement was introduced but w ith  
practically a unanimous vote i t  was laid 
on the table.
The golf team of the New York State 
Society, consisting of H. A. Wythes, A.
H. Carter, F. H. Hurdman and Andrew 
Stewart, won the Missouri Golf Trophy at 
the recent meeting of the American In s ti­
tute of Accountants and the same was 
awarded by A. P. Richardson, Secretary 
of the American Institu te.
About s ixty of the accountants went up 
to the Accountants’ Club, Hotel Mont­
cla ir, for dinner between the afternoon 
and evening sessions, where inform al 
table groups were organized.
The evening session was given over to 
a discussion of papers presented at the 
Third International Congress on Account­
ing, which bore on current practice, w ith  
Colonel Robert H. Montgomery, the Presi­
dent of the Th ird  International Congress, 
presiding. In  a period of two hours the 
speakers brought to those present fine 
summaries of the high points in  the 
Congress. Alexander F. Makay spoke on 
“ Legislation and Education;”  Paul Joseph 
Esquerre and Myron A. Finke discussed 
“ Depreciation;”  W alter A. Staub covered 
the general aspects of “ Balance Sheets;”  
Henry B. Fernald and A. S. Fedde dis­
cussed “ Inventories;”  E ric A. Camman 
covered the subject of “ Cost Accounting” 
and P rio r S inclair discussed the subject 
of “ Budgets.”
On Wednesday evening, October 30, 
1929, w ith  Edgar G. Lucker, president of 
the Buffalo Chapter presiding, the bank­
ers, public accountants and others 
gathered fo r dinner at the Buffalo A th ­
letic Club and afterwards listened w ith  
keen interest to addresses and took part 
in  subsequent discussion on the subject, 
“ Practical Cooperation Between Bankers 
and Public Accountants.”  Wm. F. Chase, 
vice president of the Marine Trust Com­
pany of Buffalo, firs t presented the bank­
ers’ side and he was followed by Patrick 
W, R. Glover, president, New York State 
Society of Certified Public Accountants, 
who spoke from the viewpoint of the pub­
lic  accountants.
During the course of his ta lk  Mr. 
Chase expressed the desire that public 
accountants would make the ir certificates 
more comprehensive and comprehensible
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in  respect of the steps taken in  ve rify ­
ing inventories of merchandise, stating 
that the balance sheets and certificates 
usually prepared fo r the banker by the 
customer’s accountant leave so much to 
the banker’s imagination, when he en­
deavors to decide upon the value back of 
the requested line of credit.
Mr. Glover dealt firs t w ith  certain 
points brought out by Mr. Chase, after­
ward g iving the address which he had 
prepared. The two addresses clearly dem­
onstrated the fact tha t a satisfactory 
solution of the problem can be arrived 
at only when the customer can be pre­
vailed upon to give his banker the p r iv i­
lege of prescribing the extent of the audit 
verification and the completeness of the 
report of audit which the auditor is to 
make at the expense of his client, the 
bank’s customer.
In  the discussion follow ing the speak­
ers the accounting profession was repre­
sented by L. K. Watkins, Frank Fuller,
E. G. Lucker and L. H. Allen, and the 
banking fra te rn ity  by R. M. O’Hara, man­
ager of the Buffalo Branch Federal Re­
serve Bank and by A. J. Duerr, vice presi­
dent, Marine Trust Company.
The present condition of the stock 
market has caused so much work fo r the 
bankers tha t attendance by that group at 
th is meeting was much smaller than 
would have been the case under normal 
conditions.
The evening proved so thoroughly in ­
teresting and profitable tha t i t  was sug­
gested by Mr. Chase, and heartily  sec­
onded by Mr. Lucker, tha t another meet­
ing be held sometime next spring or early 
summer when both bankers and account­
ants w ill have passed the period of ex­
cessive demands on the ir time a n d  
strength.
A register of those who attended 
showed representatives of both bankers 
and accountants from Niagara Falls and 
Jamestown as well as from Buffalo.
NORTH CAROLINA
The Tenth Annual Meeting of the 
North Carolina Association of Certified 
Public Accountants was held on October 
25 and 26, 1929, at the State College, 
Raleigh.
This was one of the best meetings in  
the history of the Association. The at­
tendance was good, each session was fu ll 
of interest and enthusiasm and an atmos­
phere of good fellowship was apparent.
Dr. Roy B. Kester, of Columbia U ni­
versity, was the speaker of the Friday 
evening session and chose fo r his subject 
“ The Accountant as a Business Counse­
lor.”  This was an open meeting and was 
attended by a large number of business 
men outside of the accounting profession.
During the morning and afternoon ses­
sions on Friday there were other ad­
dresses on tim e ly subjects.
Officers and Directors elected are as 
follows: President, O. N. Hutchinson, of 
Charlotte; Vice President, K. W. Parham, 
of Raleigh; Secretary-Treasurer, Neal S. 
Ziegler, of Charlotte; Directors, Geo. H. 
Emery, O. N. Hutchinson, Jas. I. Mason, 
K. W. Parham, Geo. H. Terry, Neal S. 
Ziegler and Wm. H. Zimmerman.
OHIO
The annual meeting of the Ohio Society 
of Certified Public Accountants was held 
at C incinnati on October 11 and 12, 1929, 
w ith  the Cincinnati Chapter hosts.
The convention was opened w ith  an 
address of welcome by E. S. Thomas, C. 
P. A. D uring the afternoon of the first 
day a number participated in  a golf tour­
nament at the Tw in Oaks Country Club, 
near Latonia, Kentucky.
George R. Lamb, C. P. A., was toast­
master at the banquet Friday evening. 
An appeal was made to accountants fo r 
the correct presentation of facts in  the 
preparation of financial statements by 
Mr. J. J. Castellini, President of he 
Brotherhood of Railway Clerks National 
Bank, Cincinnati. M r. C. V. Anderson, 
Chartered L ife  Underwriter, in  a logical 
and understandable manner urged the 
members of the Ohio Society to advocate 
the change in  the tax laws of the State.
The surprise of the evening’s enter­
tainment was Mr. George A. Mann, C. 
A., London. Mr. Mann explained tha t C. 
A. meant Colored Act and that he was 
from London, Ohio.
On Saturday morning Herman C. M il­
ler, C. P. A., Professor of Accountancy of 
Ohio State University, spoke on the sub­
ject of “ Accountancy Legislation.”
Ernest A. Roden, C. P. A., gave the 
closing ta lk  of the convention.
Officers elected were: President, L. G. 
Battelle, of Dayton; Vice President, J. D. 
Cherrington, of C incinnati; Secretary- 
Treasurer, H. W. Cuthbertson, Dayton; 
Directors, W. D. W all, Columbus; Ralph 
P. Mateer, W arren; C. F. Flanders, Cleve­
land; and C. W. Wideman, Toledo.
TEXAS
Word comes to us tha t the Bureau of 
Business Research of the U niversity of 
Texas is contemplating the work of pre­
paring standard, financial and oper­
ating ratios fo r Texas industries, classify­
ing by groups and possibly by geographi­
cal division and size groups. This project 
is to be carried on in  cooperation w ith  
the Texas Society of Certified Public Ac­
countants and the classification is to in ­
clude manufacturing, reta iling, whole­
saling, professional and ins titu tiona l 
units of various kinds, ratios to be pre­
pared for the year 1928 and succeeding 
years.
This is a type of service and a form 
of cooperation which cannot help but be 
beneficial to business interests through­
out the entire State.
V IR G IN IA
The annual meeting of the V irg in ia  
Society of Public Accountants was held 
at the Richmond Hotel, Richmond, on 
September 28, 1929. Officers elected were: 
President, John J. Sellers, of Roanoke; 
Vice-President, J. A. Rennie, Richmond; 
Secretary-Treasurer, A. Vernon Sheffield, 
of Norfolk. Directors for the ensuing 
year are: C. S. Goldston, John F. F a ir­
banks, A. F. Stewart and A. W. Burket.
The committee appointed last year to 
consider the question of changing the 
name of the Society recommended that a 
new charter and by-laws be prepared, pro­
v id ing fo r changing the present name to  
The V irg in ia  Society of Certified Public 
Accountants, and to provide fo r the ad-
C. P. A. R eview  and  
C. P. A. R eview  A nsw ers
By  C l e m  W. C o l l i n s ,  C . P. A. 
W ith  F our S pecia l C ollabora tors
T h e s e  tw o  v o lu m e s , p re p a re d  
e s p e c ia l ly  f o r  c a n d id a te s  f o r  
th e  C. P . A . e x a m in a t io n s ,  p r e ­
s e n t  a s e le c te d  n u m b e r  o f  
q u e s t io n s  a n d  a n s w e rs  f r o m  
e x a m in a t io n s  g iv e n  b y  th e  
A m e r ic a n  I n s t i t u t e  o f  A c ­
c o u n ta n ts  a n d  v a r io u s  S ta te  
B o a rd s  o f  A c c o u n ta n c y .  T h e  
a r r a n g e m e n t  o f  s u b je c t  m a t ­
t e r  is  b o th  c o n v e n ie n t  a n d  
l o g ic a l  a n d  is  c la s s i f ie d  as f o l ­
lo w s :  P r a c t ic a l  A c c o u n ta n c y ,  
F e d e ra l  T a x e s , C o s t A c c o u n t ­
in g ,  A c tu a r ia l ,  A u d i t in g ,  a n d  
L a w .
C. P . A . R e v ie w  —  $5.00  
C. P . A .  R e v ie w  A n s w e rs  —  $8.50
John W iley & Sons, Inc.
440 Fourth Ave., New York C ity
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mission of non-certified men as associate 
members.
Richmond was selected as the place for 
holding the spring meeting of the So­
c ie ty in  1930.
WASHINGTON
A t a well attended meeting of the 
Seattle Chapter of the Washington So­
ciety of Certified Public Accountants, held 
on October 16, 1929, Mr. J. G. Rake, fo r­
m erly of the Securities D ivision, State of 
Washington, now w ith  the Seattle Stock 
Exchange, was the speaker of the eve­
ning.
IDAHO LAW  CHANGED
Section 2218 of the Idaho Compiled 
Statutes, in  lis ting  the powers and duties 
o f the State Board of Accountancy, which 
powers and duties have since been taken 
over by the Department of Law Enforce­
ment, provides: “ Every certified public 
accountant, during the time that he con­
tinues the practice of his profession shall 
annually * * * pay to the department a fee 
of one dollar in  re turn fo r which payment 
lie  shall receive a renewal certificate for 
one year.”
When the law was amended to provide 
f or the taking over of a ll Boards by the 
Department of Law Enforcement, a pro­
vision was inserted that “ In  case of fa il­
ure so to renew a license the department 
sha ll cancel the same provided, however, 
tha t the department may reinstate any 
license cancelled fo r fa ilu re  to renew 
the  same on payment of a penalty of ten 
dollars, together w ith  a ll fees delinquent 
at the time of the cancellation and the 
renewal fee fo r each year thereafter up 
to  the time of reinstatement.”
The last session of the Legislature 
added the fo llow ing provision: “ Provided 
fu rthe r, that where a license has been 
cancelled fo r a period of more than five 
years, the person so affected shall be re­
quired to make application to the De­
partm ent of Law Enforcement, using the 
same forms and furn ish ing  the same in ­
form ation as required of a person orig­
ina lly  applying fo r a license, and pay the 
same fee that is required of a person 
ta k in g  the examination in  the particu lar 
profession in  which said person holds a 
cancelled Idaho license. Said applicant 
shall appear in  person before the Depart­
ment of Law Enforcement at any regular 
or special meeting fo r an examination, 
the nature of which shall be determined 
by the department. I f  a fter an examina­
tion  the department is of the opinion that 
the person examined is the bona fide 
holder of the cancelled license, is of good 
m oral character and, i f  found capable of
again practicing in  th is  State the pro­
fession fo r which the orig ina l or can­
celled license was granted, the license 
shall be reinstated and the holder thereof 
entitled to practice subject to the laws 
of th is State.”
ANNOUNCEMENTS
Wooden & Benson, Certified Public Ac­
countants, of Baltimore, Maryland, an­
nounce the opening of an office at 923 
F ifteenth Street N. W., Washington, D. 
C., w ith  J. Roger Yates, C. P. A., as Resi­
dent Manager.
Ornstein-R ifkin Co., Certified Public Ac­
countants, announce the removal of the ir 
offices to the Bar Building, 36 West 44th 
Street, New York City.
Robert Scott Noone, C. P. A., announces 
the establishment of an office at 1420 W al­
nut Street, Philadelphia, Pa.
Robert Douglas & Company, Certified 
Public Accountants, Boston, Mass., an­
nounce that Harold T. Houston, C. P. A., 
has been admitted as a partner in  the
IN  MEMORIAM
JOSEPH E. GUIDRY, C. P. A., (Lou is i­
ana, No. 129, November 30, 1908), died 
at his residence in  New Orleans on 
May 7, 1929, from a heart attack.
Mr. Guidry entered the accounting pro­
fession shortly after he came to New 
Orleans from St. James parish, Louisiana, 
in  1900. He was a charter member of 
the Society of Louisiana Certified Public 
Accountants and had been a member of 
The American Society of Certified Public 
Accountants fo r a number of years.
He is survived by his widow, two sons, 
Joseph E. and Nelson V. Guidry, two 
brothers, Michael O. and Louis O. Guidry, 
and sister, Mrs. Nelson Schexnaydre.
firm . Mr. Houston w il l  continue as Resi­
dent Manager of the Lawrence office.
The firm  of Kera & Bindam in has been 
dissolved and J. W. Kera, C. P. A., w il l 
continue the practice of accountancy in ­
d iv idua lly at 1141 Broadway, New York 
City.
E. E. Staub & Company and E. H. 
Fletcher & Company announce the con­
solidation of the ir practices under the 
firm  name of Staub, Fletcher & Van T if­
flin, Certified Public Accountants, at 1600 
Buhl Build ing, Detroit, Michigan.
Harold A. Kluge, C. P. A., announces the 
opening of offices at 1420 W alnut Street, 
Philadelphia, Pa., under the firm  style of
H. A. Kluge and Company, Accountants 
and Auditors.
W olf and Company announce the re­
moval of th e ir Oklahoma office to Suite 
605 Petroleum Build ing, Oklahoma City, 
Oklahoma.
Edward M. Stradley, C. P. A., form erly 
senior partner of the John Rothfus Com­
pany which dissolved by mutual consent 
on October 31, 1929, announces the open­
ing of an office at 521-22 D etro it Savings 
Bank Build ing, Detroit, Michigan.
W illiam  E. Eppler, recently comptroller 
of the Delaware and Hudson Company 
and its  subsidiaries, James H. Botz, C. P.
A., form erly of James H. Botz and Com­
pany, and Andrew Sangster, form erly of 
Andrew Sangster and Company, announce 
the form ation of the firm  of Eppler, Botz 
and Sangster, w ith  offices at 60 John 
Street, New York City.
K ram er & Eagan, Accountants and 
Auditors, announce the removal of the ir 
main office to State-Capitol Building, Ber- 
genline Avenue at 48th Street, Union 
City, N. J.
CONGRESS ESSAY AWARDS
The awarding of the prizes in  the In ­
ternational Congress on Accounting Essay 
Contest resulted in  the firs t prize being 
given to Perry Mason, Ann Arbor, Mich­
igan; the second prize to Lewis C. Perk- 
inson, of Mt. Vernon, New York. The 
th ird  prize was a tie between A. L. Cheet- 
ham, w ith  Messrs. Boumer Bullock & Co., 
Hanley, England, and Clay Rice Smith, of 
Columbia University, New York City. 
Honorable mention was made of the es­
says presented by Myron J. Boedeker, of 
Los Angeles, California, and Edward H. 
Harder, Sheepshead Bay, Brooklyn, New 
York.
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BOOK REVIEWS
“ ICE ACCOUNTING,”  by Jonathan B. 
Cook, A. M., C. P. A., and members of 
the staff of Jonathan B. Cook and 
Company, Certified Public Accountants. 
Pages 209. Publishers, Nickerson & 
Collins Company, Chicago. In  Cloth 
Binding, $7.50; Leather, $8.50.
“ The purpose of th is book is to present 
an accounting system designed upon 
broad lines, and based on a national in ­
vestigation of practical accounting as 
actually conducted today in  the industry.” 
The investigation was undertaken by the 
author in  cooperation w ith  the National 
Association of Ice Industries and is the 
first comprehensive attempt to thor­
oughly cover accounting fo r the ice in ­
dustry as a whole.
Natural ice and manufactured ice com­
panies exclusively devoted to the busi­
ness, located in  both warm and cold 
climates, as well as those operated in  con­
junction w ith  cold storage warehouses, 
public u tilitie s  and other allied busi­
nesses, were included in  the study. 
Special attention has been given to the 
competition offered by mechanical re­
frigeration and domestic electric re­
frigeration and a discussion is introduced 
of the external economic features re lat­
ing to the industry, as well as the in ­
ternal managerial problems.
Thoughtful consideration has been 
given to the accounting problems con­
fron ting  different sizes of ice manufactur­
ing companies, a feature which has often 
not been carefully considered when uni­
form  accounting systems have been de­
vised. In  th is work four different major 
classifications of accounts are presented 
for suggested varying conditions.
Standard cost is defined to be “ a com­
putation, in  advance, of what the cost 
ought to be, in  reverse of the method 
of determining what the cost has been, 
thus affording an interesting comparison 
between actual and anticipated results.’' 
Costs of manufacturing, d istribution 
and the necessity of recognizing the sea­
sonal aspects of the business are a ll i l ­
lustrated, while budgetary control for 
each of the several phrases is advocated 
and the author closes w ith  suggestions as 
to the need and form  of internal checks 
and audits.
AU D ITIN G  PROBLEMS, by J. Hugh 
Jackson, C. P. A. Published by the Ron­
ald Press Company, New York. 534 
pages. Price $6.00.
The cases included in  th is boook are 
based upon actual business situations and 
are divided into three groups:
I. Problems in  which the facts are 
stated and the solution is le ft fo r the 
student to work out.
I I .  Problems in  which the facts are 
stated and the solution actually made by 
those who had the problem to solve is 
given; the solution, however, either is 
not correct or is not in  accord w ith  the 
best recognized practice and the student 
is confronted w ith  the task of pointing 
out wherein the solution given is incor­
rect.
I I I .  Problems in  which the facts are 
stated and a solution given which is cor­
rect and in  accordance w ith  the best 
recognized practice.
To furn ish the student the needed 
background fo r the development of the 
basic, fundamental principles underlying 
auditing by means of the case method, 
references are given in  the Appendix to 
pertinent discussions in  various standard 
accounting and auditing texts, and to 
other recognized sources of accounting 
inform ation.
W hile the volume is intended p rim a rily  
for the student i t  w il l also be of interest 
to the practitioner. The auditor, after 
examining several hundred reports, rep­
resenting the work of nearly fo rty  differ­
ent firms of accountants, has presented 
the two which seem to represent what 
should be included in  an audit report. 
S im ilarly, the questionnaire on internal 
check, leading court cases affecting the 
auditor, and various cases setting fo rth  
actual procedures adopted by leading ac­
counting firms w ill be of interest and 
value to the professional practitioner.
OPERATING RESULTS OF OHIO 
W HOLESALE GROCERS —  YEAR  
1928. Published by the Bureau of 
Business Research, Ohio State Univer­
sity. D istributed free of charge in  Ohio 
and at 50 cents per copy outside the 
State.
The sixth annual study of the opera­
tions of Ohio wholesale grocers has 
been completed by the Bureau of Busi­
ness Research, the Ohio State University. 
These studies’ have been based upon com­
plete operating statements submitted by 
a m ajority  of the members of the Ohio 
Wholesale Grocers’ Association. The re­
port form  has been uniform  throughout 
the period so that i t  is possible to ap­
praise the changes which have taken 
place in  the trade during the six-year 
period (1923-28) through a study of these 
reports.
The report contains statements show­
ing average sales, expenses, and profits 
fo r the group; detailed analyses of special 
expense item s; average financial state­
ments of the reporting wholesale grocers; 
comparisons of profit to investment, and 
analyses of especially successful concerns. 
The fo llow ing table of content s indicates 
the scope of the report:
". .  i t  is  by f a r  the best presenta­
tio n  o f the sub jec t th a t has ever been 
published .”
Federal Income Taxation
By Joseph J. K le in
S e n io r  M e m b er , K l e i n ,  H i n d s  a n d  
F i n k e ,  C er tifie d  P u b lic  A c c o u n ta n ts .  
P a s t  P r e s id e n t ,  N e w  Y o r k  S t a t e  C. P . 
A .  S o c i e t y .
“ a h i g h l y  
recommended 
and a u th o r i­
ta t iv e  a id  to  
b o t h  t a x  
p r a c t i t io n e r  
a n d  t a x -  
payer. . . I t  
is  qu ite  d i f ­
fe ren t f r o m  
any  o t h e r  
book on the  
sub ject
Price
$10.00
“ I  a m  a s to n is h e d  a t  th e  c o m p le te ­
ness o f  th e  in fo r m a t io n  y o u  h a v e  a s ­
sem bled . . . .  I t  seems to  co v e r th e  s u b ­
je c t  o f  F e d e ra l T a x a t io n  f r o m  one end  
to  th e  o th e r. . . . U n le s s  I  a m  a p o o r  
ju d g e , th e  b oo k  w i l l  h ave  a  w id e  sa le  
a n d  a  m o re  e x te n d e d  use th a n  a n y  o f  
i ts  c o n te m p o ra r ie s  o r p redecessors .”  
M a r t i n  K o r t j o h n ,  C. P. A .
S ecre ta ry , New  Y o rk  State Society  
o f C ertif ie d  P u b lic  A ccoun tants.
“ I t  c o m m a n d s  a u n iq u e  p la ce  in  inco m e  
t a x  l i t e r a tu r e  in  p o in t  o f  g e n e ra l u t i l i t y  
a n d  o th e rw is e . A  s u b je c t w id e ly  re g a rd e d  
as fo r b id d in g  is  tra n s fo rm e d  in to  a n  in ­
v i t in g  n a r r a t iv e  b y  th e  a u th o r ’s fe l ic ito u s  
s ty le  a n d  c le a r  a n d  p rec ise  d ic t io n . C o m ­
p le te  re fe re n c e s  a re  p ro v id e d  to  th e  la w ,  
c o u r t , a n d  B o a rd  o f  T a x  A p p e a ls  D e c i­
s ion s— re g u la t io n s  a n d  ru l in g s  w it h  w h ic h  
th e  d isco u rse s  a re  conce rned. T h e  b oo k  
a p p e a rs  d e s tin e d  to  f in d  w id e  fa v o r  w i t h  
ta x  p ra c t it io n e rs  a n d  fo r  b e g in n e rs  in  th e  
f ie ld  o f  F e d e ra l In c o m e  T a x a t io n  i t  is  
in v a lu a b le .”
— N a t io n a l In c o m e  T a x  M a g a z in e .
A  W iley Book
ON APPROVAL COUPON
J o h n  W i le y  a n d  Sons, In c .,
440 F o u r th  A v e ., N e w  Y o r k  C ity .
G e n t le m e n : K in d ly  send  m e  fo r  te n  
d a y s ’ e x a m in a t io n  K le in ’ s “ F e dera l 
Incom e T a xa tio n .”  I  a g re e  to  r e m it  
th e  p r ic e  o f  th e  b o o k  ($ 10 .00 ) w it h in  
te n  d a y s  a f te r  i t s  re c e ip t, o r  r e tu r n  i t  
p o s tp a id .
N a m e  ....................................................................
A d d re ss  ...........................
P o s it io n  o r  R e fe re n ce
C .P .A . 11-29.
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Summary of Group Statement: Totals 
fo r the group, and the d istribu tion  of 
concerns by size.
Results Shown in  Average: An average 
operating statement fo r the group of 28 
reporting concerns in  dollars and in  per­
centages of net sales.
Results Shown as Typical Relation­
ships: The median results secured from 
ind iv idua l reports shown as percentages.
Truck Operating Costs: The detail on 
cost of truck operation fo r a group of
11 concerns.
Relation of Operating Results to 
Financial Position: Average balance 
sheets fo r the group at the beginning and 
end of 1928, w ith  profits compared w ith  
investments.
Range of Variation in  Results: The re­
sults of the ind iv idua l concerns, shown 
by groups, w ith  special reference to the 
influence of stock turnover on operating 
expense, profit, and rate of re tu rn  on in ­
vestment.
Comparison of Results For 1927 W ith  
1926: Reports fo r 22 identical concerns 
fo r the years are compared in  detail.
Summary of Report For Six Years 
(1923-1928): Average operating and finan­
cial ratios fo r the six-year period com­
pared.
Trends Shown by Ind iv idua l Concerns: 
The h istory of some successful wholesale 
grocery houses as shown by the ir annual 
statements to the Bureau of Business 
Research, the Ohio State University.
ACCOUNTANTS’ WORKING PA PE R S,
by Leslie E. Palmer, C. P. A., and W il­
liam  H. Bell, C. P. A. (Revised E d ition ). 
Published by The Ronald Press Com­
pany. 313 pages. Price $6.00.
I t  has been the aim of the authors to 
present a concise but comprehensive trea­
tise fo r intensive study of the require­
ments and best usages as to the substance 
and form  of working papers under a great 
varie ty of conditions. I t  is thought that 
the reader w ill find, either specifically 
or by close analogy, the answer to any 
question he may have regarding the prep­
aration of a working paper on any sub­
ject related to the work of a professional 
or private accountant.
In  th is revised edition, the orig inal 
work has been considerably amplified and 
new sections have been added. The most 
notable addition is that of Part I I ,  which 
consists of a complete set of correlated 
w orking papers on an audit, including 
the d ra ft on the report. In  addition to 
the new illustra tions contained in  this 
section, some of which relate to matters 
not specifically covered in  Part I, the 
manner in  which a ll essential inform a­
tion  regarding the activities and transac­
tions of a business are concisely sum­
marized and cross-referenced is graphi­
cally shown. A  student of the subject 
w ill find th is section very valuable as 
supplementing and showing the practical 
application of the discussions and illu s ­
trations on indiv idual subjects in  Part I. 
Other new features which broaden con­
siderably the scope of the book are the 
chapter on w orking papers in  connection 
w ith  the preparation of tax returns and 
that re lating to new financing.
AN ARBITRATION SURVEY BY 
A  C. P. A.
( C o n t in u e d  f r o m  p a g e  323) 
w ith  those of court proceedings, i t  was 
impossible to gauge how much had been 
saved to the parties in  time, avoidance 
of publicity, preservation of goodwill and 
the possibility of a better verdict than 
m ight be rendered in  a court of law.
The m a jo rity  of opinion gleaned by 
Mr. Burke was definitely of the view that 
a rb itra tion  presents a more speedy means 
fo r the settlement of cases than litiga tion . 
Notw ithstanding frequent instances 
where parties were determined to in te r­
pose every possible delay—and succeeded 
in  so doing—arb itra tion  disposed of dis­
putes more rap id ly than the courts. In  
the bu ild ing trade where the prompt dis­
position of questions in  dispute is abso­
lu te ly  essential, a rb itra tion  has acquired 
a very im portant place.
One of the admitted advantages of ar­
b itra tion  was established in  its  compari­
son w ith  tr ia l by ju ry ; the im possibility 
of a ju ry  judging the intim ate details of 
a particu lar trade or profession w ith  the 
same s k ill as members of tha t trade or 
profession. This capacity of arbitrators 
also affects the time issue in  that a great 
deal tha t would have to be proved be­
fore a ju ry  is admitted or excluded from 
the testimony in  a rb itra l proceedings. 
Insofar as trade disputes were concerned, 
the existing tendency is undoubtedly in  
favor of settling disputes w ith in  the trade 
itself.
Elaborate questionnaires were sent by 
Mr. Burke to lawyers, business men and 
business houses, in  and out of Baltimore, 
some results of which are significant to 
the accountant and business man. Of the 
replies received from  twenty-four lawyers 
representing eighteen communities and 
twenty-three business houses representing 
seven business centers on the question of 
a rb itra tion  being a just and workable 
means of settling commercial disputes, 
affirmative judgment was practically 
unanimous. Of the attorney group, out 
of nineteen answering the question, only 
three incorporated arb itra tion  clauses in  
commercial contracts. P ractically the 
same proportion held fo r business units.
Both elements were practically unani­
mous in  the ir opinion tha t a rb itra l pro­
cedure had proved satisfactory when em­
ployed. They were equally emphatic, how­
ever, in  the ir belief tha t arb itra tion  was 
not being used extensively in  the ir com­
munities and practica lly agreed that a 
statute making agreements to arb itra te  
enforceable would prove an im portant 
means of avoiding commercial disputes.
The replies on the whole were indica­
tive of a favorable attitude, notw ithstand­
ing the slow progress made in  extending 
the use of arb itra tion. In  Baltimore, out 
of twenty-four answers to questionnaires 
sent to different lines of trade and in ­
dustry, only two replies state tha t courts 
were preferred to a rb itra tion  in  dispos­
ing of disputes. I t  is again noticeable, 
however, that while the use of a rb itra tion  
is extensively known, i t  is not w ide ly 
practiced.
Reasons attached fo r the favorable  sen­
tim ent toward arb itra tion  as established 
from  the questionnaires and in  numerous 
personal interviews by the author are 
given by him  as follows:
1. I t  is desirable in  disputes between 
business houses in  the same line o f 
trade to have them settled by per­
sons in tim ate ly  acquainted w ith  the 
particu lar business.
2. Quick disposal of cases arbitrated: 
appeals to business men.
3. Preservation of reputation and credit 
by avoidance of courts through the 
privacy of a rb itra tion  is an impor­
tant item in  business.
The survey dwells on the use of a rb itra ­
tion particu la rly  in  shipping and bu ild ing  
contracts and concludes w ith  sundry data 
concerning provisions by various local 
associations and organizations fo r arb i­
tra tion  and the actual practice there­
under.
Classified Advertisements
A dvertising copy for th is page should be 
received in the office o f  T H E  C E R T IF IE D  
PUBLIC ACCOUNTANT not later than  the  
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Personal C oaching
 in ACCOUNTANCY
p l u s , . . PRACTICAL h o m e -stu d y
W h at
represen ta tive
accountants
say:
“ Am convinced tha t you have 
as fine, i f  not the finest, plan 
of instruction I  have ever had 
the pleasure of examining.”
“ The method employed by the 
Ins titu te  . . . appears to me 
to be a very effective means 
of home instruction and one 
w orthy of the support of a ll 
members of the profession of 
accountancy interested in  as­
sisting others to become eli­
gible to practice as such.”
“ I  believe your plan of coach­
ing by professional certified 
accountants marks a d istinct 
step forward in  the corres­
pondence teaching of account­
ancy, and its  merits should 
appeal strongly to the pro­
spective student.”
in s tru c tio n
A M o d e r n  C o u r s e  o f  u n iv e r s ity  g ra d e , in c lu d in g  
personal c o n ta c t  w ith  a lo c a l a c c o u n ta n t , is  n o w  a v a il­
a b le  fo r  sp a r e -t im e  s tu d y , w ith o u t  in te r fe r e n c e  w ith  
y o u r  b u s in e ss  o r  so c ia l a c t iv it ie s .
UNIT-LECTURE PLAN
The course is not a set of books, but printed loose-leaf 
lectures which come to you as your study progresses.
PERSONAL CONTACT 
You do not depend entirely upon mail instruction. You  
receive personal coaching by a local A dvisory Member— a 
qualified accountant. This service makes certain a thor­
ough understanding of both theory and practice.
A  DOUBLE ASSURANCE  
I f  you m ust discontinue your course, tuition ceases. I f  
you fa il to pass C. P. A. exam inations, instruction continues 
free. But it  is possible for beginners, who are qualified, to  
pass exam inations w ith only 
tw o years’ instruction from us.
W rite a t once fo r  booklet describing courses. 
No ob ligation. No salesman w ill call.
“The U niversal Language o f B usiness” explains in a 
very interesting manner the Institute Plan, and the 
opportunities in Executive and Professional Account­
ing. This valuable inform ation is free.
AMERICAN INSTITUTE 
o f BUSINESS ADMINISTRATION
G eneral M otors B u ild ing  
1775 B roadw ay, N ew  Y ork, N . Y .
A m e r ic a n  I n s t i t u t e  o f  B u s i n e s s  A d m i n i s t r a t i o n ,  I n c .  
D e p a r t m e n t  6 G , 1 7 7 5  B r o a d w a y ,
N e w  Y o r k  C i t y .
G e n tle m e n :
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To Candidates
for the next C. P. A. Exam ination
IN  addition to  its  regular Course, the Inter­national Accountants Society, In c ., offers 
a special Coaching Course for Accountants 
who are planning to  take the C. P . A . Exam ­
ination.
This Course will be supplied only to  those 
who are already com petent accountants, as 
no attem pt is made to  teach general account­
ing in th is course. The instruction is pointed  
directly at the C. P . A . Exam ination.
Som ething more than a knowledge of ac­
counting is necessary to  insure success in the  
exam ination room.
Solving exam ination problems is vastly  dif­
ferent from the usual work of making audits, 
installing system s, or conducting investiga­
tions. M any men with little  or no practical 
experience can solve C. P . A . problems readily 
—many others with years of experience flounder 
pitifully in the exam ination room. W HY? The  
candidate is required to  work at top  speed. 
He m ust work with lim ited inform ation. H e has 
to  construct definitions. Very often it  is nec­
essary for him  to  use unusual working sheets.
The C. P . A . Coaching Course given by the  
International Accountants Society, In c ., pre­
pares you to  m eet such conditions. T he fee is 
and the tex t consists of tw enty  lessons.
The Course contains a wealth of material.
Particularly noteworthy features of the train­
ing are:
100 problems in  Practical Accounting with  
solutions and comments 
100 questions and answers in  Accounting Law  
100 questions and answers in  A uditing  
100 questions and answers in  Theory of Accounts
This is more material than ordinarily would  
be expected in a coaching course, y e t th e  
greatest value of th is tex t material is n ot in  
the number of problems and questions, but 
in the elaborate explanations and com m ents 
that include, in addition to  th e finished state­
m ents or solutions, such item s as suggestions 
for “N otes to  the Exam iner,” working sheets, 
side calculations, use of proper term inology, 
and discussions of authoritative opinions.
The problems and questions selected for 
this Course are either (1) those actually used in 
a C .  P .  A.  or an A . I . A .  exam ination, or (2) 
those specially prepared to  train th e candidate  
in handling certain points likely to  be encoun­
tered in the exam ination.
Every exam ination paper subm itted by the  
subscriber is personally corrected, criticized, 
and graded b y  a Certified Public A ccountant 
who has him self passed the C . P . A . exam ina­
tion. There are sixteen such Certified Public  
Accountants on the A ctive Faculty  of the  
International Accountants Society , Inc.
A SPECIAL booklet, "How to Prepare for the C. P. A. Exam­ination,” is now ready for those who are interested. For a 
free copy, just w rite  your name and address below and mail.
I n t e r n a t i o n a l  A c c o u n t a n t s  S o c i e t y ,  Inc.
A  D ivision  o f  the 
ALEXANDER HAM ILTON IN STITUTE
 To the International Accountants Society, Inc., 3411 South Michigan Avenue, Chicago, Illinois.
Send me the special booklet, “ How to Prepare for the C. P. A. Examination,”  
which describes your special Coaching Course for accountants.
Name.......................................................................................Company_____________________________
V
 Address........................................________________ ___________________________________________________
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“A  man should keep his friendships in constant 
repa ir”
— S e l e c t e d .
PRESIDENT’S COLUMN
STATE REPRESENTATIVES
BECAUSE matters of organization are constantly engaging the attention of Certified Public Ac­countants, the plan of organization of this Society 
reflects the careful consideration given to it by the 
Society’s founders. They were dealing with a large, 
well-peopled country enjoying constant growth. 
From the northern to the southern boundary line of 
these United States is a distance of some 1700 miles, 
and from the eastern to the western boundary line 
the distance is almost twice as great. The population 
of over 100,000,000 is not equally divided among the 
48 States of the Union, neither is the business of the 
country, nor its arable land. But in each of the 
States there are Certified Public Accountants in 
practice and there is business in and about which 
they render valuable service. The conditions under 
which that service is rendered, the attitude of the 
business of the State and of its lawmakers towards 
the work of the Certified Public Accountant, and the 
views of the Certified Public Accountants engaged in 
practice in the State are matters of interest to the 
holders of Certified Public Accountant certificates 
from all other states. As our Society’s constitution 
provides that there shall be at least one State Repre­
sentative from each State, the way was provided by 
which such information would be made available.
The management of the affairs of the Society being 
left with the Board of Directors, the State Represen­
tatives act as the liaison between the directors and 
the members. Recognition of the increasing value of 
the State granted Certified Public Accountant cer­
tificate has broadened the scope of the State Repre­
sentative’s activities in behalf of Certified Public Ac­
countancy. If not previously stated definitely, it may 
here be said that the duties of the State Representa­
tives include:
The dissemination of information affecting the 
status of the State granted Certified Public Account­
ant certificate and also the status of the practicing 
accountant within their states; this involves their
keeping in touch with matters within their respective 
States affecting the State organization of Certified 
Public Accountants, the law under which the certifi­
cate is granted and the administration of that law 
by the State Board charged with this duty: knowl­
edge of what education is offered within the State in 
the training of candidates for the State certificate 
and their practical observations as to the sufficiency 
and value of such training; their views with regard 
to the rights of holders of C. P. A. certificates from 
other states to practice within their states without 
obtaining from the latter the State granted certificate, 
and their obligations to promote the purposes for 
which this Society was founded, namely:
“To protect and to foster the State granted certi­
fied public accountant certificates; to assist govern­
ment authorities in regulating the public practice of 
accounting; to improve the standards of the account­
ing profession; to encourage and to promote the or­
ganization of and membership in State societies of 
Certified Public Accountants and the affiliation of 
such State organizations with itself.”
This description is not intended to limit the activi­
ties in which State Representatives may indulge in 
behalf of their constituents.
In the performance of their duties, State Represen­
tatives should attend the meetings of their State so­
cieties and immediately transmit to our Secretary a 
report of such meeting. When any new legislation 
is proposed affecting Certified Public Accountancy 
within the State, a copy of the proposed measure 
should be sent to our Secretary for the information 
of our Committee on State Legislation. The work of 
any committee of a State Society in behalf of the 
Certified Public Accountants of the State should also 
be reported to our Secretary. These reports will per­
mit of and make possible the exchange of valuable 
information and experiences.
This necessarily brief description of the work of 
the State Representative indicates the important 
place which he occupies in our Society. His position 
is one of honor, since he has been chosen from among 
and by his fellows within the State to represent them; 
but with the honor goes certain obligations, and as he 
carries out the obligations attached to the honor he 
justifies the confidence placed in him.
JAMES F. HUGHES.
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“Where Are We At?”
LE TT E R  OF IN Q U IR Y
“ The last time I  had the pleasure of 
discussing the condition of the public ac­
counting profession throughout t h e  
United States, you advised me tha t the 
s ituation was not good. I  am wondering 
i f  you have had occasion to revise your 
opinion.
"The situation, as you probably know, 
is somewhat distressing in  th is  part of 
the world. Several parties who were 
members of my staff have le ft here and 
settled in  New York City. They have 
advised me th a t conditions in  New  York 
appear to be very good, each of them 
having been fortunate enough to make 
a connection w ith  a New York public ac­
counting firm . I  would appreciate i t  i f  
you would advise me i f  the impression the former members 
of my staff have received relative to the situation in  New 
York, coincides w ith  your own.
“ Due to the fact tha t chain stores are gradually pu tting  the 
local merchants and wholesalers out of business, the fu ture 
does not appear b righ t to me fo r a continuation of my prac­
tice here and i t  is probable that I  w il l find i t  necessary to 
seek a connection elsewhere but before making a move, I  woul d 
like  to receive a le tter from  you advising me ju s t what your 
opinion of the situation is. You no doubt are receiving other 
communications such as mine and have probably gone into 
the matter extensively.”
ANSW ER
“ My impression is tha t you have a much worse condition in  
your State than in  the average section of the United States. 
My impression is th a t throughout the country as a whole 
there was more public accounting w ork done last year than 
the year previous but, and th is  is a very large “ but,”  account­
ants were obliged to carry on the ir books a very much larger 
amount of delinquent b ills  than ever before. I  have known 
of an auditing engagement runn ing as high as $8,000 where the 
concern was good. I t  could have borrowed the money and 
paid the b ill, but i t  could not pay the b ill w ithout borrowing 
the money and the client suggested to the accountants tha t 
he would like  to have them wait. The accountants, being fear­
fu l tha t a declination would result in  losing the business, ac­
quiesced. That situation has been repeated a ll over and I  have 
no doubt but that today there are some accountants w ith  un­
paid claims against clients to ta lling  more than the ir net in ­
come fo r a year. In  some cases th is  has been an extremely 
heavy burden.
“ You refer to the difficulties arising out of the increase in  
mergers and chain store organizations. Of course, that develop­
ment has been very marked in  the last three years and i t  has 
been productive of different results depending on different sec­
tions of the country and personalities of the accountants af ­
fected. My opinion is tha t in  a great many cases i t  is possible 
to meet th is  s ituation in  one of three ways, each of which has 
been reported to me as having been successful by fellows from 
widely separated sections.
“ The firs t suggestion is tha t when an accountant loses a 
client as the result of a merger he has a very good argument 
to use w ith  some competitive concern which is not now having 
any type of accounting work done. The argument is tha t p rio r 
to that tim e th is  particu la r concern was a competitor of the
merged one but tha t now he is a competi­
to r of the whole group w ith  which the 
merger was effected and tha t the good 
ideas tha t are thrown in to  the common 
pot w ill be tried  out in  each of the sev­
eral businesses. Because of tha t fact th is  
non-audited competitor needs to know 
more about his business than he did p rio r 
to th is  time. He needs the assistance 
of an auditor and the inform ation which 
the auditor can give him  as to trends, 
etc., w il l  be w orth  much more than the 
cost. For identically the same reason 
the accountant w ill be able to increase 
the amount of w ork which he may be do­
ing fo r a client he already has who may 
also be a competitor of the merged con­
cern. I f  th is  client is not now having as 
extensive an audit made as he should in  
order tha t the auditor may be able to give him  a ll the benefit 
of his experience which he m ight, the auditor has a practical 
argument, as distinguished from  a theoretical one, fo r increas­
ing the amount of work done fo r him.
“ The second point of attack may be made on concerns w ith  
the questions ‘Have you ever considered the idea of selling out? 
Have you ever considered what your business is actually w orth 
from  a sales' point of view?’ As auditor fo r the concern tha t 
has just merged he knows tha t the people received a larger 
amount in  the merger than they would otherwise have received, 
because of the fact tha t the records had been kept in  such shape 
tha t they were able to make a fine presentation to the pros­
pective buyers of the merged concern. This argument is en­
hanced by the psychological conditions in  which the competitors 
of every one of these merged concerns find themselves.
“ The th ird  reaction which I  have received is that in  some 
cases the loss of a client or two, or in  one illustra tion , three, 
has awakened the accountant to a realization of changed condi­
tions. The practice of accountancy is not the same today as 
i t  was fo rty  years ago or twenty years ago or even ten, but 
there are some offices tha t have not developed as rap id ly  as 
business conditions have changed. They have rather fe lt sure 
because they had a good clientele which was satisfied w ith  what 
they were doing fo r them and things were moving along in  an 
easy manner. They fe lt tha t these clients were theirs fo r life  
or at least during good behavior. They were doing as much 
business as they cared to handle and things had assumed a 
humdrum attitude in  the ir offices. One chap told me in  the 
office not long since, tha t the best th ing  that ever happened 
to him  was the loss of three of his best clients something like  
eighteen months ago, which losses had come as the result of 
mergers but which losses fo r the firs t tim e had prodded him  
in to  exertion of a type that had resulted in  his doing the largest 
business th is last year he had ever done in  his life  and so fa r 
as he knew he had maintained a ll the professional ethics in 
acquiring the new business which he had secured.
“ I  th in k  tha t by th is  tim e you have probably discovered 
that the main point I  am try ing  to outline is that, as a former 
President once said, ‘We are confronted w ith  a condition and 
not w ith  a theory.’ The condition we cannot change. Our 
m ethod o f attack may be changed. I  know of comparatively 
few accountants who are w illin g  to adm it tha t they are fu r­
nishing a ll the service to the ir present clientele which they 
believe could be profitably furnished them and which, i f  the 
client could be convinced as to its  profitable character, m ight 
bring to the accountant a largely increased return.
T h is  q u e s tio n , o r ig in a l ly  a sked  on th e  f lo o r  
o f  th e  U n ite d  S ta te s  S enate , is  o f t t im e s  a p ­
p lic a b le  as one s e r io u s ly  co n s id e rs  th e  v a ­
r io u s  q u e s tio n s  w h ic h  a re  ra is e d  n o w a d a y s  
w ith  re fe re n c e  to  te n d e n c ie s  in  th e  b us in e ss  
a n d  a c c o u n tin g  w o r ld s .
T h e  E d it o r  is  p re s e n tin g  th re e  le t te rs , th e  
f i r s t ,  one o f  in q u ir y ,  f r o m  one o f  th e  m e m ­
b e rs  o f  T h e  A m e r ic a n  S o c ie ty , th e  second, h is  
a n s w e r th e re to , a n d  th e  th i r d ,  a  le t te r  re ­
ce ived  b y  h im  f r o m  one o f  o u r  m e m b e rs  to  
w h o m  he h a d  s u b m it te d  th e  tw o  f o r  c o m ­
m e n t a n d  w h o  has, as he  in d ic a te s , been a  
p u b lic  p r a c t it io n e r  f o r  tw e lv e  y e a rs  a n d  w h o  
has, as a n  in d e p e n d e n t p ra c t it io n e r ,  b u i l t  a  
s a t is fa c to ry  p ra c t ic e .
I t  m a y  a d d  to  th e  in te re s t  o f  th e  re a d e rs  
to  k n o w  th a t  th e  w r i t e r s  o f  th e  th re e  le t te rs ,  
a n d  th e  i l lu s t r a t io n s  used in  th e  second, re p ­
re s e n t seven  d if fe re n t  s ta te s .
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“ Not long since, one of our members from  another State 
than either of the three cases heretofore referred to commented 
on a remark tha t I  had made some two years before along th is  
line, saying tha t he had proposed to one of his clients fo r whom 
he had been making an annual audit fo r six or seven years at 
a cost of $300 tha t he was certain tha t a more extensive audit 
would be well worth while. The client wanted to know what 
i t  would cost. The accountant said he could not te ll. The 
client said ‘Well, approximately what?’ The accountant replied 
that he did not th in k  i t  would cost over $2,000, which nearly 
gave the client heart fa ilu re  u n til the accountant came back 
w ith  th is  proposition. ‘I  have been doing your work fo r the 
past seven years. I  believe you are honest and I  believe you 
th in k  I  am. I f  you w i l l  let me make just such an audit report 
as I  th in k  you ought to have, w ithout any lim ita tio n  as to cost, 
I  w il l  do i t  at a tim e when I  am not rushed and when i t  is 
finished you can have i t  fo r a period of s ix ty  days to examine, 
check over and determine fo r yourself whether i t  is w orth  the 
extra cost. I f  i t  is, you w il l  pay me what I  b ill you. I f  i t  
is not, you won't pay me anything. In  other words, I  am put­
tin g  the acceptance of the report and the payment of the b ill 
entire ly up to you to determine its  value, but I  am going to do 
the work when i t  w il l  cause me the least inconvenience instead 
of w orking at a time when I  am hard pressed.’
“ A fte r much discussion, the client agreed. When the report 
was finished i t  was w orth  $1,700 at regular per diem rates, which 
the client gladly paid very shortly after its  receipt because he 
fe lt tha t i t  had shown h im  things about his business which 
he did not know before and which he had not realized tha t 
i t  was possible to obtain. That plan could not be attempted 
w ith  every client but i t  illustrates the point tha t I  am try in g  
to make, namely, that w ith  a condition before us instead of a 
theory i t  is up to the accountants ind iv idua lly  and the profes­
sional organizations suggestively to meet the condition in  a 
way tha t w ill render the best possible service to the public 
through our clients.”
LE TT E R  OF ENDORSEMENT
“ I  have read w ith  considerable interest the copy of your 
le tter to X X X , and I  most hea rtily  agree w ith  you.
“ I  have heard much about conditions in  the profession and 
I  find upon analysis tha t one of the chief reasons fo r the con­
ditions is the lack of business ab ility . That, of course, is a 
very serious accusation, but the average accountant is about 
the smartest ind iv idua l afoot when i t  comes to dealing w ith  his 
clients, but he cannot apply ordinary business common sense to 
the operation of his own practice.
“ I t  has been said tha t an accountant was a bookkeeper out 
of a job. Now, of course, th is  has the semblance of being a 
joke, but I  am inclined to believe tha t there is a lo t of tru th  
to it.
“ I  know some very fine fellows practicing as certified public 
accountants who serve the ir clients in  a capacity just beyond 
the bookkeeper. The bookkeeper not being competent to pre­
pare a balance sheet and profit and loss statement, these fe l­
lows do the job. But when i t  comes to the question of business 
adm inistration, matters of finance, etc., they are never thought 
of. They started in  the profession some twenty odd years ago as 
verifiers and they are s til l doing the same type of work, con­
sequently they approach officers and directors w ith  considerable 
tim id ity  and apology.
“ I  don’t  blame clients fo r drawing conclusions between the 
salaries they pay the bookkeepers and the fees they pay the 
accountants, when they are just a few degrees apart.
“ In  a conversation a few days ago w ith  one of the local prac­
titioners, who by the way is one of the oldest, he to ld me tha t 
he did not believe tha t the certified public accountants would 
ever see the day when they would not be obliged to w rite  up 
small sets of books and prepare financial statements therefrom.
I  know tha t he was absolutely sincere in  his statement because 
I  have seen him  do it.
“ Personally I  don’t  ever recall doing a piece of w ork of tha t 
k ind. I t  is true tha t we do a certain amount of i t  in  our 
office, but tha t is a job which I  delegate to the juniors and 
students, w ith  the c lient’s fu ll knowledge. I  have never been 
a bookkeeper out of a job and the directors and officers of the 
clients whom I  serve have always looked to me fo r advice and 
counsel in  practically a ll of the ir matters. Consequently, when 
I  send them a fee note fo r my tim e based on $50 or $100 a day 
they pay i t  w ithout a murmur.
“ Then there is th is matter of application of ordinary business 
principles to the practice, and by th is I  mean just ordinary 
routine work in  the office. Accountants w ill allow the ir work 
to pile up and they are lax in  the ir methods of procedure and 
the adm inistration of the ir staff. Consequently, they are 
snowed under in  January and out of work in  July. The end 
of the year rolls around and they have nothing to show fo r 
the ir efforts.
“ So fa r as my practice is concerned I  have eliminated to a 
very great extent the matter of congestion. We are usually 
just as busy in  the summer as we are in  January. Clients 
appreciate the fact tha t you cannot m aintain a high grade staff 
fo r two or three months of the year and then have them s it 
around idle, and I  find very l it t le  difficulty, as a m atter of 
fact a number have suggested it, in  spreading the w ork out 
during the year. I t  has increased our value to the c lient and 
has maintained an almost constant contact.
“ Then, of course, there is another fau lt which a number of 
accountants have, and I  guess i t  is p re tty much the country 
over, and that is the matter of finance. The m a jo rity  of them 
are under financed or they are just behind the parade, hard up 
fo r money practica lly a ll of the time. A t least, tha t seems 
to be the critic ism  tha t the bankers have. That condition, I  
th ink, is due entire ly to the lack of the application of ordinary 
business principles.
“ I t  has been said tha t ‘fine feathers make fine birds,’ and 
'many a ragged sh irt covers a true and fa ith fu l heart,’ and 
I  presume you can go the other extreme but i t  must remain 
tha t the Certified Public Accountant receives in  return, I  be­
lieve, a l it t le  more than what he puts in to it.
“ The profession is in  its  infancy and I  believe the opportuni­
ties are greater today than they were when I  entered the 
profession twelve years ago. The day of verifiers has been 
passed, and accountants are, to a very large extent, responsible 
fo r the conditions today. My advice to them is to “ snap out 
of i t . ”
IN MEMORIAM
FR A N K  R. CLUTE, C. P. A. (N. C. No. 87, May 1, 1929, 
and Fla. No. 58, October 28, 1927), died suddenly a t his 
home in  Jacksonville, F lo rida . M r. Clute had been con­
nected w ith  the Income Tax U n it o f the Treasury Depart­
ment fo r  a number of years and u n til two years ago had 
made his home in  W ashington, D. C. He was a charter 
member of The American Society of Certified Public Ac­
countants.
GEORGE R. DOBIE, C. P. A. (N. C. No. 128, August 12, 
1920), died recently at his home in  Rocky Mount, N orth  
Carolina. M r. Dobie had been engaged in  the practice 
of public accountancy fo r  many years in  Rocky Mount 
and Greensboro. He was a member of the N orth  Caro­
lin a  Association of Certified Public Accountants and a 
charter member of The American Society of Certified 
Public Accountants.
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Talking Shop
A  DEPARTM ENT CONDUCTED BY L. GLUICK, C. P . A.
A S we have rem arked  before, i t  is h a rd  to  please everybody. A nd w henever, as happens a t  least 
once a  m onth, some co rrespondent takes 
u s to  ta sk  for some v iew point expressed 
in  th is  departm en t, w ith o u t offering 
an y th in g  constructive, we ju s t th in k  of 
w h at happened to  us in  th e  au tu m n  of
1928, when we didn’t  have this depart­
ment, and either smile broadly or laugh 
aloud.
We had just met a C. P. A. of consid­
erable prominence; he really has some­
th ing  of an international reputation and 
we were rather pleased to meet him  for 
the firs t time, and have him  remark that 
cur most recent artic le was good stuff. 
“ But”  he continued, “ Your style is en­
tire ly  too journa lis tic ; not the sort of 
th ing  fo r a professional publication.”  
Among our extremely numerous cousins 
we have one who is high up in  the news­
paper world. So the next time we saw 
him  we handed him  a copy of the 
article, w ithout comment, and asked him 
to read it, which he did. And th is was 
what he said: “ I t  seems to be good story, 
and I  suppose your style is a ll r ig h t for 
a technical paper; but you couldn’t  get 
by in  any newspaper I  know.”
F ig h t T u b ercu lo sis! B u y  X m a s  S ea ls!
T HE report of the Carnegie Foundation, 
released October 23d, about football 
conditions in  over a hundred colleges 
continues to be one of the leading topics 
of conversation wherever men gather. 
We are not going to enter in to  the con­
troversy. The reason we mention i t  is 
because i t  brought to m ind fo r the firs t 
time the fact that in  our professional 
acquaintance we do not number (as fa r 
as we can remember) a single C. P. A. 
who ever played vars ity  football. We 
know accountants who starred at ten­
nis, baseball, track, and crew; we know 
several plenty big enough to have played 
foo tba ll; but they didn’t. So now we 
ask our readers to please report i f  they 
ever have played football and i f  so give
(1) the name of the ins titu tion  which 
granted the varsity athletic insignia, and 
the year in  which i t  was granted, and
(2 ) the  name of the State which awarded 
the accountant’s certificate. We have ac­
cumulated quite a group of readers who 
have won scholastic honors; at th is time 
i t  seems appropriate to uncover athletic 
honors.
F ig h t T u b ercu lo sis!  B u y  X m a s  S ea ls!
O UR most fa ith fu l correspondent, Mr.
Oliver K. Hand, calls our attention 
to K ip lin g ’s ‘Puck of Pook’s H ill, ’ in  
which the Roman centurion, whose fam­
ily  had emigrated to B rita in , tells that 
his father was an accountant. I t  is cer­
ta in ly  curious and interesting to know 
that the profession was known and rec­
ognized in  the days of the Roman Re­
public.”
F ig h t T u b ercu losis! B u y  X m a s S ea ls!
M IR IA M  FAY, Marietta, 1922, is a mem­
ber of Phi Beta Kappa on the staff 
of Stagg, Mather & Hough, Accountants 
of New York.
F ig h t T u b ercu losis! B u y  X m a s S ea ls!
WE have read many detective stories.
As a boy, Sherlock Holmes was one 
of our greatest heroes; no other sleuth 
has ever replaced him  in  our affections, 
though we have met many in  various 
books and magazines. Sleuths of a ll 
k inds; and the amateurs created from 
a ll kinds of peoples: Lawyers, phy­
sicians, artists, farmers. But never have 
we encountered an accountant as the 
detective hero. In  only one instance 
have we ever found an accountant even 
employed as an assistant to a detective, 
that being in  a story entitled the “ Van­
ishing Men,”  which appeared in  Collier's  
several years ago. Yet in  real life, ac­
countants are regularly employed when­
ever a business man disappears, and in  
many other cases they work w ith  pro­
fessional detectives. But somehow, fic­
tion w riters ignore the C. P. A. Why 
not a C rim inal Pursuing Accountant? 
A ll of the foregoing by way of in tro ­
ducing a large book by Dorothy Sayers, 
called the Omnibus o f Crime, published 
by Payson and Clark, Ltd., which we 
have just finished reading. I t  is devoted 
to stories of mystery and horror, and in  
its  vast collection of detectives and the ir 
aides not once is a certified or chartered 
accountant mentioned. Otherwise i t  is 
a crackerjack book.
F ig h t T u b ercu losis! B u y  X m a s S ea ls!
T HE New York Times fo r October 27th, 
presents as news (and not in  its  book 
section) the form ation of s til l another 
book club, th is time title d  “ Business 
Libraries, Inc.”  Approximately one-third 
of a column was given to th is  news, and 
a lis t of 21 prom inent men who w ill 
serve as judges and advisors was printed. 
We have no quarrel w ith  these ind iv id ­
uals. But not one is a Certifiel Public
Accountant. Again we ask WHY? And 
again we advise our readers to re fra in  
from  subscribing u n til and unless a C. 
P. A. is appointed.
F ig h t T u b ercu lo sis! B u y  X m a s S e a ls !
WE would like  to have our readers ad­
vise and discuss briefly a question to 
which we have found no authorita tive 
answer in  the lite ra ture  we have con­
sulted. For the sake of s im plic ity we 
would like  to have i t  considered as a 
purely accounting matter, since the lead­
ing tax case (O’Day Investment Co., 13 
B TA ), involves some special points. The 
point at issue is the treatment of the pro­
ceeds of the sale of a leasehold. There 
is an abundance of material to answer 
the question as to how the purchaser 
should and does treat the sum  paid fo r  
the leasehold, but the other side is si­
lent. I t  is a curious condition. For a 
specific case, reduced to the most general 
terms, consider th is : The “ A ”  Corpora­
tion  takes a 25-year lease on certain 
premises at $5,000.00 per annum. A t the 
expiration of four years i t  sells its  lease­
hold to the “ M N”  Company fo r $10,-
000.00 cash and an annual rental of 
$6,000.00 per annum. I t  is quite evident 
that each year the “ A ”  Corporation de­
rives a profit of one thousand dollars 
on the annual payments. The question 
is, what to do w ith  the ten thousand 
bonus? Remember, the im portant point 
is that “ A ”  keeps its  books on a fu ll ac­
crual basis.
F ig h t T u bercu lo sis!  B u y  X m a s S ea ls!
A S we have remarked before, we are 
not a salesman, but we are a con­
sumer, and i f  only some sales managers 
would realize it, the consumer could 
teach them a lot. Or rather, the non­
consumer of the commodity the sales­
man wants to sell. The latest case in  
point is w ith in  the province of th is mag­
azine, because i t  concerns a manufac­
tu re r of loose leaf devices. Recently 
every accountant in  the Red Book re­
ceived in  the mails, Volume I, No. 1, of 
th is  manufacturer’s newsy house organ. 
There was really some good material in  
it, and i f  other numbers are as good, 
they w ill be entitled to a place in  the 
files of any accountant, office manager or 
other person interested in  labor saving 
bookkeeping devices. But was the leaflet 
punched fo r binding? D id i t  contain an 
offer to the reader to fu rn ish  him  at cost 
or gratis a binder as a sample of the 
merchandise put out by the company?
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Don’t  be silly. So our copy, as un­
doubtedly hundreds of others, was filed 
in  the waste basket.
F ig h t T u b ercu lo sis! B u y  X m a s S ea ls!
READER asks us to call attention to 
a peculiarity in  the In terna l Revenue 
Bureau, the reason fo r which we do not 
know. I f  you have ever had anything 
to do w ith  the various kinds of revenue 
stamps issued, especially the ones used 
on stock certificates, you know that the 
denomination is the most prominent 
th ing  on it. W hy then are the stamps 
used on cigarettes marked only w ith  the 
number of cigarettes and not the cost of 
the stamp? Ask the firs t twelve people
you meet who smoke cigarettes, how 
much the stamp on the standard pack­
age of twenty costs. I f  one of them 
knows you have a good proportion. Since 
nearly every accountant smokes cig­
arettes, and since accountants more 
than any other group of people are 
v ita lly  interested in  a ll kinds of taxes, 
especially Federal, th is  makes an in te r­
esting point. We have heard several 
ingenious explanations, but as they run 
in to  the field of politics and such con­
troversial matters as the ta riff, we must 
om it them. But we would like  an 
authorita tive answer.
In  the meanwhile one cigarette manu­
facturer has seen fit to advertise the cost
of the stamp and w e 'll hazard a wager 
of one pack of his brand tha t some ac­
countant had something to do w ith  the 
copy. For i t  points out that after de­
ducting the stamp the superiority of the 
higher priced cigarette becomes more 
apparent. Taking a standard package 
of twenty w ith  the stamp on, the 20-cent 
pack appears to cost one-third more than 
the 15-cent pack. W ith  the stamp de­
ducted, i t  is 55 per cent higher.
F ig h t T u b ercu lo sis! B u y  X m a s S ea ls!
A ND I  herewith exclaim w ith  a very 
good reason “ M erry Christmas to all, 
and a prosperous tax season.”
F ig h t T u bercu lo sis!  B u y  X m a s S ea ls!
Questions and Answers Department
READER requests an answer to 
the fo llow ing question:
“ In  a recent C. P. A. examina­
tion  a question was asked regarding the 
distinction between positive confirmation 
and negative confirmation of accounts 
receivable. W ill you k ind ly  explain?”
Answer:
When i t  is considered desirable in  the 
course of an audit to secure from cus­
tomers a confirmation of the balances 
shown by the Accounts Receivable 
ledger, the customer may be requested to 
reply only in  case the statement regard­
ing his balance is in  disagreement w ith  
his records. This is sometimes referred 
to as negative confirmation. When the 
customer is requested to reply even 
though the statement is in  agreement 
w ith  his records, i t  is referred to as posi­
tive  confirmation.
A  reader requests an answer to the 
fo llow ing question:
A corporation’s accounts show the fo l­
low ing balances at June 30, 1929:
M o to r  T ru c k  ( D e b i t ) ............ $1,000.00
R ese rve  fo r  D e p re c ia t io n  on
m o to r  t r u c k  ( C r e d i t )  . . . .  $300.00
The reserve has been created at the 
rate of twenty per cent (20%) per an­
num, semi-annually, so that the balance 
shown indicates tha t the truck is one 
and one-half years old. On September 
30th, the company purchases a new truck 
of the same make, but an improved 
model, also fo r one thousand dollars, on 
the follow ing term s: The old truck is 
taken over at a six hundred dollar 
($600.00) value, in  lieu of any cash pay­
ment, and four notes of one hundred dol­
lars each, one fa llin g  due on the last 
day of each month beginning in  October.
EDITOR, W . T. SUNLEY, C. P . A. 
(M ich.)
E du ca tio n a l D irec to r , In te rn a tio n a l A c­
co u n ta n ts  S o c ie ty , Inc.
W hat are the correct entries to be made 
on the books of the corporation?
Answer by L. Gluick, C. P. A.:
This is an everyday occurrence and 
the question as presented has been quite 
obviously rounded off as to dates and 
amounts, but the principles remain the 
same. The firs t th ing  is to bring the 
depreciation down to date by th is  jour­
nal entry:
D e b it— D e p re c ia t io n  on  m o ­
to r  t r u c k s  .............................  $50.00
C re d it— R e se rve  f o r  D e p re ­
c ia t io n  on  t r u c k s  ............  $50.00
The next entry is one that probably 
confused our correspondent. One method 
that m ight achieve the correct result 
would be to leave the asset account un­
touched, or, i f  the new truck cost more 
than the old one to merely charge i t  w ith  
the excess. B ut that method is incom­
plete, and m ight lead to great confusion, 
especially in  a company operating a large 
fleet of vehicles, w ith  a subsidiary card 
ledger containing an account fo r each 
one. So i t  is best to show i t  “ broad”  as 
follows :
D e b it  C re d it
R ese rve  fo r  D e p re c ia t io n  on
t r u c k s  .......................................  $350
L oss  on  S a le  o f  C a p ita l A s -
s e tts  .......................................... 50
M o to r  T r u c k  (A s s e t a / c )  . . 1,000
N o te s  P a y a b le  ........................  $400
M o to r  T r u c k  (A s s e t a / c ) . .  1,000
We know some accountants who would 
charge the loss on sale of capital assets 
to P rofit and Loss directly, but fo r con­
venience in  preparing income tax re­
turns, i t  is best to have a separate ac­
count fo r that purpose.
SOLUTION FOR PROBLEM  NUM BER
3  OF THE MICHIGAN C. P . A . E X ­
AMINATION OF MAY, 1929.
Published on pages 245 and 246 of the 
August, 1929 issue.
PROCEDURE OF SOLUTION
This is a type of problem in  which a 
w orking sheet is almost a necessity even 
i f  i t  were not required as a part of the 
solution. In  designing the w orking sheet 
fo r such a problem there is l it t le  oppor­
tu n ity  fo r choice of form  as i t  is prac­
tica lly  essential to place a ll debits in  the 
upper portion and a ll credits in  the lower 
portion. I t  is usually desirable to al­
low several lines between the upper and 
lower portions fo r use in  case additional 
accounts should have to be entered in  
the debit portion.
Three columns are necessary, of course, 
fo r entering the balance sheets of the 
three affiliated corporations, and one col­
umn fo r the to ta l of the balance sheets. 
Two additional columns are required fo r 
the debit and credit elim inations, and a 
final column fo r the resulting consoli­
dated balance sheet.
The elim inations involve both in te r­
company indebtedness and intercompany 
interests in  Surplus.
Entries (1) and (2) elim inate in te r­
company notes and accounts.
E n try  (3) eliminates a profit of 50 per 
cent included in  the sale of $81,372.48 
w orth  of merchandise by the Gary Manu­
facturing  Company to the Mabie Sales 
Company.
E n try  (4) eliminates the investment 
of $90,000 of Gary Manufacturing Com-
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pany in  Post Manufacturing Company 
stock, $72,000 of the Gary Company in  
Mabie Sales Company stock, and $8,000 
of Post Manufacturing Company in  
Mabie Sales Company stock. As a ll pur­
chases of stock in  subsidiaries were 
made at the time of organization of these 
companies there are no elim inations fo r 
good-will or negative good-will due to 
these purchases.
E n try  (5) merely sets up fo r purposes 
of analysis the par value of stock held 
by the m ino rity  interests in  the two sub­
sid iary corporations.
E n try  (6) sets up the m inority  in te r­
ests in  Surplus in  accordance w ith  the 
figures shown in  “ Calculation of Sur­
plus.”
I t  w il l be observed tha t in  calculating 
the m ajority  and m ino rity  interests in  
Surplus, effect has been firs t given to the 
fact tha t Post Manufacturing Company 
owns $8,000 of stock of Mabie Sales Com­
pany or 8/115 of Mabie Sales Company 
Surplus, or an interest of $2,715.20 in  
the Surplus. This involves a reduction 
of th is  amount from  the Mabie Sales 
Company Surplus and an addition of the 
same amount to the Post Manufacturing 
Company’s Surplus, making the adjusted 
Surplus of the Post M anufacturing Com­
pany $56,075.20.
The Gary Manufacturing Company 
owns $72,000 of Mabie Sales Company 
stock or an interest of 72/115 of the 
Mabie Sales Company Surplus. This
makes a fu rthe r deduction of $24,436.80 
from  the Mabie Sales Company Surplus 
and an addition of an equal amount to 
the Gary Manufacturing Company’s Sur­
plus.
There is thus a remainder of $11,879 
fo r the m ino rity  interest in  the Mabie 
Sales Company Surplus, corresponding to 
an interest of $35,000 of stock or 35/115.
The Gary Manufacturing Company 
owns $90,000 or 90/145 of the stock of 
Post M anufacturing Company and its 
share of the Post Manufacturing Com­
pany adjusted Surplus is therefore $34,- 
805.30. This leaves $21,269.90 fo r the 
m ino rity  interests owning $55,000 of 
stock or 55/145 of the Post Manufactur­
ing Company’s adjusted Surplus.
( 1 )
( 2)
G A R Y  M A N U F A C T U R IN G  CO., IN C .
E N T R IE S  F O R  C O N S O L ID A T E D  W O R K IN G  S H E E T
J u n e  30, 1928
N o te s  P a y a b le  ..................................................................................................................  $12,500.00
N o te s  R e c e iv a b le  ....................................................................................................  $12,500.00
T o  e lim in a te  in te r -c o m p a n y  notes.
A c c o u n ts  P a y a b le  ...........................................................................................................  108,305.12
A c c o u n ts  R e c e iv a b le  ............................................................................................. 108,305.12
T o  e lim in a te  in te r -c o m p a n y  a c c o u n ts  as fo l lo w s :
M a b ie  S a les Co. to  G a ry  M a n u fa c tu r in g  Co., I n c . . . .  $79,851.45  
G a ry  M a n u fa c tu r in g  Co., In c ., to  P o s t M a n u fa c tu r ­
in g  C o...........................................................................................  28,453.67
T o ta l  ...................................................................................  108,305.12
( 3 )  S u rp lu s  .................................................................................................................................  27,124.16
In v e n to r ie s  ................................................................................................................
T o  e lim in a te  in te r -c o m p a n y  p r o f i t  in  in v e n to ry .
(4 )  C a p ita l S to c k — C o m m o n  ............................................................................................. 170,000.00
P o s t M a n u fa c tu r in g  C o m p a n y  S to c k  ........................................................
M a b ie  Sales C o m p a n y  S to c k  ..........................................................................
T o  e lim in a te  in te r -c o m p a n y  h o ld in g s  in  c a p ita l  s to c k  o f  s u b s id ia r ie s .
( 5 )  C a p ita l S to c k — C om m o n  ..........................................................................................  90,000.00
M in o r i t y  In te re s ts  in  C a p ita l S to c k :
P o s t M a n u fa c tu r in g  C o m p a n y  .......................................................................
M a b ie  Sales C o m p a n y  ........................................................................................
T o  se t u p  m in o r i t y  in te re s ts  in  c a p ita l  s to c k  o f  s u b s id ia r ie s .
(6 )  S u rp lu s  .................................................................................................................................  33,148.90
M in o r i t y  In te re s ts  in  S u r p lu s :
P o s t M a n u fa c tu r in g  C o m p a n y  . . .  .............................................................
M a b ie  S a les C o m p a n y  ........................................................................................
T o  sets u p  m in o r i t y  in te re s ts  in  s u rp lu s  o f  s u b s id ia r ie s .
27,124.16
90,000.00
80,000.00
55,000.00
35,000.00
21,269.80
11,879.00
G A R Y  M A N U F A C T U R IN G  C O M P A N Y . IN C .. A N D  S U B S ID IA R IE S  
W O R K IN G  S H E E T  
June  30, 1928
B a la n c e  Sheets —J u n e  30, 1928
G a ry  M fg . P o s t M fg . M a b ie E lim in a t io n s
D e b its Co., In c . C o m p a n y Sa les Co. T o ta l D e b it C re d it
C ash  ................................................................................... $45,635.79 $8,569.71 $5,695.17 $59,900.67
A c c o u n ts  R e c e iv a b le  ................................................. 132,764.88 31,987.48 132,729.23 297,481.59 (2 )$ 1 0 8 ,305.12
In v e n to r ie s  ..................................................................... 39,435.61 58,192.83 8 9,794.68 187,423.12 (3 ) 27,124.16
N o te s  R e ce iva b le  ...................................................... 12,500.00 12,500.00 (1 ) 12,500.00
P la n t ,  M a c h in e ry  a n d  E q u ip m e n t ..................... 612,500.00 140,268.92 34,837.25 787,606.17
D e fe r re d  C h a rg e s  ............... ..................... ................ 5,320.07 2,875.13 572.16 8,767.36
P o s t M a n u fa c tu r in g  C o m p a n y  S to c k  .......... 90,000.00 90,000.00 (4 ) 90,000.00
M a b ie  S a les C o m p a n y  S to c k  ............................. 72,000.00 8,000.00 80,000.00 (4.) 80,000.00
1,010,156.35 249,894.07 263,628.49 1,523,878.91
C re d its
A c c o u n ts  P a y a b le  ...................................................... $39,651.23 $21,376.19 $84,658.05 $145,685.47 (2 )  $108,305.12
N o te s  P a y a b le  ............................................................. 12,500.00 12,500.00 (1 ) 12,500.00
A c c ru e d  W ages , S a la r ie s  a n d  C o m m iss io n s  . 2,184.69 1,497.33 974.85 4,656.87
R ese rve  f o r  B a d  D e b ts  .......................................... 2,655.30 319.87 1,025.41 4,000.58
R ese rve  f o r  D e p re c ia t io n  ..................................... 31,957.22 28,340.68 10,439.18 70,737.08
C a p ita l S to c k :
8 % P re fe r re d  ...................................................... 200,000.00 200,000.00
C om m on  .................................................................. 662,000.00 145,000.00 115,000.00 922,000.00 (4 )
(5 )
170,000.00
90,000.00
S u rp lu s  ............................................................................ 71,707.91 53,360.00 39,031.00 164,098.91 (3 ) 27,124.16
M in o r i t y  In te re s ts : (6 ) 33,148.90
C a p ita l S to c k :
P o s t M a n u fa c tu r in g  C o m p a n y — 5 5 /1 45
M a b ie  Sales C o m p a n y — 3 5 /1 15  ............
S u r p lu s :
P o s t M a n u fa c tu r in g  C o m p a n y  .............
M a b ie  S ales C o m p a n y  ................................
(5 )
(5 )
( 6 ) 
(6 )
55,000.00
35,000.00
21,269.90
11,879.00
C o n s o lid a te d  
B a l. S heet 
$59,900.67  
189,176.47  
160,298.96
787,606.17
8,767.36
1,205,749.63
$37,380.35
4,656.87
4,000.58
70,737.08
2 0 0 , 0 0 0 .0 0  
662,000.00
103,825.85
55,000.00
35,000.00
21,269.90
11,879.00
1,010,156.35 249,894.07 263,628.49 1,523,678.91 1,205,749.6a
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G A R Y  M A N U F A C T U R IN G  CO., IN C .,  A N D  S U B S ID IA R IE S  
C A L C U L A T IO N  O F  S U R P L U S  
J u n e  30, 1928
M a b ie  S a les P o s t M fg . G a ry  M fg .  
Co. Co. Co., In c .
S u rp lu s  p e r  B a la n c e  S heet .........................................................................  $39,031.00 $53,360.00 $71,707.91
P o s t M a n u fa c tu r in g  Co. o w n s  8 /1 1 5  o f  M a b ie  S a les C o.........  2,715.20 2,715.20
36,315.80 56,075.20
G a ry  M a n u fa c tu r in g  Co., In c .,  o w n s  7 2 /1 1 5  o f  M a b ie  S a les Co. 24,436.80  24,436.80
M in o r i t y  In te re s ts  (3 5 /1 1 5 )  in  M a b ie  S a les C o.....................  11,879.00
G a r y  M a n u fa c tu r in g  Co., In c .. o w n s  9 0 /1 45  o f  P o s t M a n u ­
fa c tu r in g  C o........................................................................................  34,805.30 34,805.30
M in o r i t y  In te re s ts  (5 5 /1 4 5 )  in  P o s t M a n u fa c tu r in g  C o .. . 21,269.90
130,950.01
L ess— In te rc o m p a n y  P r o f i t  in  In v e n to r y  ..................................  27,124.16
M a jo r i t y  In te re s ts  p e r  C o n s o lid a te d  B a la n c e  S h e e t. . 103,825.85
G A R Y  M A N U F A C T U R IN G  CO., IN C ., A N D  S U B S ID IA R IE S  
C O N S O L ID A T E D  B A L A N C E  S H E E T  
J u n e  30, 1928
Assets.
C u r re n t  A s s e ts :
C ash  .............................................................................................. . $59,900.67
A c c o u n ts  R e c e iv a b le  .............................................................  $189,176.47
Less— R e se rve  f o r  B a d  D e b ts  .........................................  4,000.58 185,175.89
In v e n to r ie s  ...................................................................................  160,298.96
T o ta l C u r re n t  A s s e ts  ................. .................................  $405,375.52
F ix e d  A s s e ts :
P la n t ,  M a c h in e ry  a n d  E q u ip m e n t ................................ 787,606.17
L ess— R e se rve  f o r  D e p re c ia t io n  ..................................... 70,737.08
--------------------  716,869.09
D e fe r re d  C h a rg e s  ....................................................................  8,767.36
T o ta l A sse ts  ....................................................................  1,131,011.97
L ia b ilit ie s .
C u r re n t L ia b i l i t i e s :
A c c o u n ts  P a y a b le  ....................................................................  37,380.35
A c c ru e d  W ages , S a la r ie s  a n d  C o m m iss io n s  ............. 4,656.87
T o ta l  L ia b i l i t ie s  .............................................................  42,037.22
N e t W o rth .
M a jo r i t y  In te r e s ts :
C a p ita l S to c k :
8 p e r  c e n t— P re fe r re d  .................................................  200,000.00
C om m o n  ..............................................................................  662,000.00
862,000.00
*S u rp lu s  ..............................................................................  103,825.85
M in o r i t y  In te r e s ts :
I n  P o s t M a n u fa c tu r in g  C o m p a n y :
C a p ita l S to c k  ....................................................................  55,000.00
* S u rp lu s  ................................................. ............................  21,269.90
I n  M a b ie  S a les C o m p a n y :
C a p ita l  S to c k  ....................................................................  35,000.00
* S u rp lu s  ..............................................................................  11,879.00
965,825.85
76,269.90
46,879.00
T o ta l N e t W o r th  ...................................................  1,088,974.75
T o ta l L ia b i l i t ie s  a n d  N e t W o r th  . . . .  1,131,011.97
* S u b je c t to  F e d e ra l T axes .
PUBLIC ACCOUNTANTS’ 
CONFERENCE
The Public Accountants Association of 
America held an annual dinner and legis­
lative conference at the Congress Hotel, 
Chicago, on November 8 and 9, 1929.
The principle address in  connection 
w ith  the dinner held F riday evening was 
given by Professor Andrew A. Bruce, of
the Constitutional Law Department of 
Northwestern University and a former 
Chief Justice of the Supreme Court of 
North Dakota, who spoke on “ The Con­
s titu tiona lity  of Accountancy Laws.”  We 
have before us two letters from in d iv i­
duals who were at the dinner, one of 
whom wrote that as the result of the ad­
dress, he was convinced that a ll account­
ancy laws were unconstitutional. The 
other listener wrote that he was not able 
to te ll from  the address whether, in  the 
mind of the speaker, any particu lar laws 
were unconstitutional or not, but he gath­
ered the distinct impression that the ir 
constitu tionality could be defended on 
the ground of public necessity under pres­
ent-day business conditions, but that the 
speaker believed that business had prob­
ably not yet arrived at a point where i t  
would w illin g ly  acquiesce to a hundred 
per cent degree that the accountant was 
as necessary to the health of his business 
as the doctor was to the health of his 
fam ily.
We have talked w ith  two gentlemen 
who were present and each of them re­
ceived an opposite view as to the con­
tention of the professor, which leads us 
to remark that he is evidently a good 
teacher in  that he sees to i t  that a ll sides 
of any disputed problem are presented 
and then attempts to stimulate in  the 
mind of the student the desire to do some 
th ink ing  on his own account.
Saturday morning the business session 
of the meeting was held, presided over 
by Fred E llio tt, the president. The offi­
cers listed in  the program were Fred E l­
lio tt, President; B. F. Shearer, Vice Pres­
ident; H. E. Bell, Secretary; George E. 
W est, Treasurer, and Messrs. H. W. Con- 
dit, Ernest A. Rastall, Louis J. Schmitt, 
and Geo. A. Durant, Directors.
In  the afternoon a conference was held 
on the subject of legislation. We heard 
congratulatory statements made w ith  re f­
erence to presentations given on the sub­
ject by E. E. Gore, a former member of 
the C. P. A. Board of Illino is , and some 
gentleman whose name we did not get, 
but who presented a paper on the sub­
ject of “ Examinations.”  We have asked 
for a copy of that paper and hope to pre­
sent i t  to our readers in  a later issue.
In  the evening the speakers were 
Durand W. Springer, Secretary of the 
Michigan State Board of Accountancy, 
who spoke on “ Why I  Advocate the Mich­
igan Type of Legislation,”  and Ernest A. 
Rastall, Chairman of the Illin o is  Com­
mittee on Accountancy, who spoke on 
“ Why I  Advocate the Illin o is  Type of 
Legislation.”  These two States are the 
largest closely related industria l States 
having a regulatory type of law, and 
there is probably a larger amount of in ­
terstate business between them than be­
tween any other two of the regulatory 
States and i t  was thought that a discus­
sion of the relative merits of the two 
types of laws would be valuable. I t  was 
quite evident that the audience was fa ir ly  
partisan in  character because no advocate 
of either type arose at the conclusion to  
move that the other should be adopted, 
but i t  is believed that the presentation
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gave to those present some viewpoints 
which had been overlooked in  mere cur­
sory readings of the respective laws.
ASSOCIATED GROCERY M ANU­
FACTURERS MEET
The Associated Grocery Manufacturers 
of America held a meeting at the May­
flower Hotel, Washington, D. C., on No­
vember 6, 1929, presided over by Melvin 
T. Copeland, Professor of Marketing, 
Harvard University.
The subject under discussion was the 
concentration in  grocery production and 
d is tribution and the probable effect of 
th is concentration on d istribution costs 
and prices to the consumer. Speakers 
were Professor C. E. Griffin, U niversity 
of Michigan; Professor W. C. Weidler, 
Ohio State U niversity; Professor Ray 
Westerfield, Yale U nivers ity ; and Pro­
fessor Herbert W. Hess, U niversity of 
Pennsylvania, the last two speaking of 
t he effect of the concentration on the 
quality and improvement of the product 
to the consumer.
I t  was brought out that while the con­
centration and d istribution of groceries 
as the result of these mergers may effect 
many economies to the manufacturer, the 
wholesaler and the d istributor, i t  was 
quite like ly  that these large combina­
tions would soon reach the point where 
they became unweildy and overburdened 
w ith  high powered managerial staffs, the 
cost of which would wipe out a ll the 
economies which are usually effected by 
horizontal or vertica l combinations. 
Furthermore, i t  was suggested that these 
large combinations would not be mobile.
The question was raised as to who 
would reap the benefit of any economies 
which m ight arise as the result of sav­
ings effected by a central power plant 
of brains furn ish ing the managerial abil­
ity . W ill they go to the consumer or 
w ill they be taken out somewhere along 
the line of operation of these powerful 
units? Unless the quality of production 
is improved or the consumer does obtain 
a saving as the result of the combina­
tions, the public w ill in  nowise be bene­
fite d .
One point stressed was tha t in  a ll or­
ganizations which were formed fo r the 
concentration of grocery production and 
d is tribution accounting played the most 
im portant factor in  the construction of 
the organization. W ithout the service 
of the cost accountant they would not be 
able to construct and carry out the ir 
plans or to know whether the plans were 
meeting the ir expectations. More and 
more the cost accountant w ill be one of 
the central units around which such 
organizations w ill revolve.
Another point stressed was to the ef­
fect tha t the tremendous cost incident 
to the form ing of these combinations, 
caused by the buying of options and pay­
ments fo r good w il l  in  addition to the 
necessary expense involved in  the finan­
cing, would delay fo r many years any 
benefit which the consumer m ight re­
ceive as the result of these so-called 
economies i f  the owners of the organi­
zation were to receive the usual an tic i­
pated returns fo r projects involving high 
financing.
C. Vaughan Darby represented The 
American Society at the meeting.
ARBITRATION
The American A rb itra tion  Association 
w ill shortly announce the publication of 
the fourth of its  series of national and 
international publications. This is "A rb i­
tra tion  and Awards” by Prof. Wesley A. 
Sturges, of the Yale U niversity Law 
School. This is the legal guide to arb i­
trations in  the United States and consists 
of a statement of the common and statu­
tory law and decisions thereunder in  all 
of the States.
Three years ago, the American A rb i­
tra tion  Association created a research 
fund fo r the purpose of preparing guides 
for the development of a rb itra tion  in  
the United States. These comprised first 
the American A rb itra tion  Year Book, 
which covers the arb itra tion  work of 
trade associations and is the basis of the 
development which has taken place in  the 
trades. The second publication was the 
International Year Book on A rb itra tion , 
which is used as the guide fo r exporters 
and importers and others engaged in  fo r­
eign trade. The th ird  publication is a 
practice book which is used for the guid­
ance of the 7,000 arb itrators appointed in 
1,700 cities. The fourth publication is 
the legal text book to be issued in  1930.
In  addition to these standard publica­
tions, the association also prepared a 
pamphlet on "Commercial A rb itra tion— 
Wh at i t  is and How i t  Works,”  which 
was used in  the educational work of the 
LaSalle Extension University. This 
pamphlet has been widely distributed to 
schools and universities.
The Committee on A rb itra tion  of The 
American Society of Certified Public Ac­
countants was one of the firs t groups to 
be invited to participate in  th is research 
fund and contribute the sum of $500. I t  
is a matter fo r special congratulation to 
the Committee tha t so practical and 
scholarly publications have been made 
possible by the cooperation of our Com­
mittee.
BOARD OF TAX APPEALS
In  the Congressional Record of Novem­
ber 21, 1929, there appears a le tter w r it­
ten by Logan Morris, the Chairman of the 
United States Board of Tax Appeals, in  
which the work of the Board is reviewed. 
From that le tter the fo llow ing state­
ments are obtained and we are sure they 
w ill be of interest to our readers:
On Ju ly 16, 1924, when the Board was 
organized, up to and including June 30,
1929, a total of 45,048 cases had been in ­
stituted fo r redetermination of defi­
ciencies claimed by the Commissioner, 
the tota l of which claims amounted to 
$1,600,941,104.47.
During that period the Board had de­
cided 27,058 of the cases in  which the 
Commissioner had claimed deficiencies 
to ta lling  $567,953,958.04 and the Board 
had determined tha t the net amount 
which the Commissioner m ight collect in  
those cases was $207,498,310.62.
Each month, from the time of its  or­
ganization in  Ju ly of 1924, up to May of
1928, a larger number of cases had been 
institu ted than had been closed so that 
as of May 31, 1928, there were 22,800 
cases pending. Each month since then 
the number of cases closed has exceeded 
the number of cases institu ted and the 
docket as of October 31, 1929, contained 
only 16,127 cases.
The cases s til l pending involving taxes 
for the year 1917, number 583 w ith  1,138 
unsettled cases for the year 1918, and in ­
creasing in  number w ith  each succeeding 
year.
VERIFICATION INQUIRIES
Occasionally the accountant’s office re­
ceives a communication containing a 
laugh, which a ll doctors w ill te ll you is 
good fo r the digestion.
Last year one of our members, in  con­
nection w ith  an engagement, sent out 
verification inquiries and the fo llow ing 
classic was returned in  answer to one. 
Who can match it?
“ ju ly
the 5 1928
dear sur M r john doe and comPany 
I  have Ben hauling lumBer to m r j  c 
roe and all i  have a genst him is 81.45 
excePt  one load that i  never got no 
ticket for and tha t was the last load 
that i  tuck and i  just thrown i t  off at 
the back
no notes nor nothing 
tha t all 
th is from
j  w sm ith”
This firs t paragraph only occupied four 
lines as the le tter was prepared on a fu ll- 
size le tter sheet, otherwise i t  is an exact 
copy.
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Accounting-Its Relation to the 
Stock Exchange
EV ER since 1792, w hen an  o rgan i­zation  know n as th e  “New York Stock E xchange” w as founded, 
up to  th e  p resen t day, i t  h as been on the  
tip  of every business m an’s tongue, 
w hether on th e  golf links, a t  lunch, or a t 
th e  club, “I have a  good tip ,” or “H ow’s 
th e  m ark e t tre a tin g  you?”
Due to the great financial expansion 
since the W orld W ar and the form ing 
of new corporations, combinations, mer­
gers and investment trusts, the New York 
Stock Exchange has become the center 
fo r trad ing not alone in  the United States, 
but fo r the whole world.
How often have we read in  the morn­
ing paper, “ John Jones & Co., Stock 
Brokers, have failed,”  and th is  condition 
existed up u n til a few years ago. There 
is no business where a firm  or. member 
of a firm  can so easily misuse a cus­
tomer’s securities or cash remaining on 
deposit as a Stock Exchange House.
In  view of the fact tha t the marked in ­
crease in  the daily turnover of securities 
on the Stock Exchange is due largely to 
the purchase of high grade securities by 
the investment trusts, no discussion of 
Stock Exchange activ ities is complete 
w ithout including some reference to the 
importance of accounting to investment 
trusts.
The purpose of my address is to ex­
plain briefly the accounting relation to 
th is business as follows:
1. The purchase and delivery of stocks.
2. The Stock Exchange Questionnaire.
3. Investment Trusts, o rig in  and the 
value of accountants’ service in  manage­
ment thereof.
Purchase and D elivery o f Stock
The course of an order, taken from  a 
customer fo r the purchase of securities 
to the time when the customer has the 
certificate in  his possession, is as follows:
(1) The order is w ritten  by the cus­
tomer or customer’s man of a Stock Ex­
change House.
(2) I t  is then transm itted by an order 
clerk to a ’phone clerk on Exchange floor 
and a duplicate of the order is kept by 
the order clerk fo r reference. I f  i t  is an 
“ open”  order, i. e., one tha t is good u n til 
cancelled, confirmation is sent to cus­
tomer.
(3) ’Phone clerk delivers order to firm  
specializing in  tha t particu la r stock i f  
the purchase is fo r a round lo t (100 
shares) at a lim ited  price, providing the 
price is one-fourth of a point away from 
the market price of the stock at the 
time the order is filed. I f  the order is fo r 
an odd lo t i t  is given to an odd lo t dealer.
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(4) The report of execution of the 
order is then given to the Clearing House 
clerk fo r comparison w ith  the broker on 
the other or selling side of the transac­
tion and is also reported on the Clearing 
House sheet, either fo r the Stock Ex­
change or fo r the clearing balance main­
tained w ith  an odd lo t dealer.
(5) The transaction is then passed to 
a b illin g  clerk in  the office of broker, 
where order originated. A  notice of the 
transaction showing the money due from 
the customer, including the cost of the 
stock and commission, is prepared in  dup­
licate or otherwise, depending on system 
and size of (Stock Exchange) House.
(6) A ll securities are bought subject 
to settlement on the day fo llow ing the 
day of the trade, w ith  the exception of 
purchases made on F riday and Saturday, 
which are settled fo r the fo llow ing Mon­
day. Accordingly, the day follow ing the 
execution of the trade the broker as­
signed in the Clearing House to deliver 
the stock w ill present the certificate 
and b ill to  the purchasing broker fo r set­
tlement.
(7) Certificates, when received, are 
usually registered in  the name of some 
brokerage firm  and, in  order to be con­
sidered good delivery to a customer i t  
must be presented to the transfer agent 
of the Company issuing the security for 
transfer to customer’s name.
(8) Payment fo r stock is due from cus­
tomer on the day of settlement and al­
ways p rio r to the stock being transferred 
to customer’s name.
(9) When new certificate has been re­
ceived from transfer agent i t  is shipped 
by registered m ail insured to the cus­
tomer, together w ith  duplicate advice, 
one copy o f which is receipted and re­
turned to broker.
(10) A  record of a ll such transactions 
is kept by the bookkeeper and the cashier, 
and th e number of persons required to 
record such a transaction depends upon 
the extent of operations of the brokerage 
firm  through whom the security is 
bought.
(11) I f  stock is purchased on margin 
the difference between amount deposited 
w ith  broker and cost of stock is bor­
rowed by the broker from  the bank and 
th is stock remains as collateral w ith  the 
bank to cover such advance.
Stock E xchange Q uestionnaire
The Stock Exchange demands from  its  
members periodically a statement of 
financial position. This statement is 
usually in  the form  of a questionnaire 
and may be called fo r at any time. The 
questionnaire requires an audit of the 
books in  conform ity w ith  the regulations 
prescribed by the Stock Exchange Com­
mittee. The firm ’s name does not appear 
on the questionnaire, but instead a num­
ber is given fo r confidential purposes. 
A fte r completion the questionnaire is 
signed by each member of the firm  and 
by those who conduct the audit.
The questionnaire is divided in to  ten 
major parts and is probably best prepared 
in  a statement of six columns, the firs t 
two showing the ledger debit and credit 
balances, the next two showing the secur­
ity  valuations, (shorts being debits and 
the longs credits) and the last two col­
umns showing liquidated balance sheet 
of the firm , the firs t being assets and 
the second liab ilities, tha t is, after g iving 
effect to security valuations, which secur­
ity  values are shown in  four ways—Mar­
ket Values under $5.00 and over $5.00 as 
listed on the New York Stock Exchange 
and those under $5.00 and over $5.00 not 
listed.
The ten major parts are divided as fo l­
lows :
(1) The to ta l amount of bank balances 
and Clearing Association Deposits.
(2) Amount of loans from  banks, other 
banking houses, etc.
(3) The market value of negotiable 
securities in  the box and on the transfer 
books.
(4) The status of customers’ accounts:
1. Debit Balances:
(a) Secured.
(b) P artly  Secured.
(c) Unsecured.
2. Credit Balances:
(a) Short Credit Balances.
(b) As Margin or Commodity Con­
tracts.
(c) Free Credit Balances.
(5) F irm  and Partners’ Accounts.
To some degree the same detail and
procedure as customers’ accounts.
(6) Balance of undistributed profits.
(7) Miscellaneous assets of Company 
and value, i. e.:
(a) Stock Exchange Seats.
(b) Office Furniture.
(c) Revenue Stamps, etc.
(8) Statement from the firm  tha t the 
customers’ accounts have been scrutinized 
and a ll the securities placed in  a vau lt
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which represents excess collateral and 
those received fo r safekeeping.
(9) Contingent L iab ilities. Represent­
ing to ta l commitments of customers, firm  
and partners of “ When Issued”  and “ De­
layed Delivery”  contracts, rediscounted 
notes, accommodation endorsements, etc.
(10) Partners’ Accounts w ith  other 
brokers.
1. Debit or Credit Balances and the 
value of securities so included.
Investm ent T rusts
Investment Trusts originated in  Great 
B rita in  in  1870, and made active strides 
during the subsequent ten years. In  1891, 
they suffered a very severe set back dur­
ing  the Baring crisis. This resulted in  
reorganizing of several investment trusts 
on a sounder financial basis. A  good deal 
o f the trouble encountered was due to un­
scrupulous management on the part of 
the managerial factors in  the different in ­
vestment trusts and lack of proper super­
vision. D uring the la tte r part of the 
19th century i t  became generally known 
that, in  order fo r an investment trust 
to  be successful, i t  was necessary that 
very careful purchases in  securities 
be made in  order to avoid becoming a 
tool of investment banking houses, de­
sirous of unloading undesirable issues.
Dr. Leland Rex Robinson, in  his book 
on “ Investment Trust Organization and 
Management,”  defines an investment trust 
as “ an agency by which the combined 
funds of many investors, both in  l arge 
and in  small amounts, are utilized to pur­
chase such a wide varie ty of securities 
that safety of principal is attained in 
diversification, while no control, or direct 
responsibilities, result from  investment.”  
This is coupled w ith  such a close super­
vision of the investments as to perm it a 
turnover policy aim ing at the realization 
of capital gains and the avoidance of cap­
ita l losses. The fundamental principle 
of the investment trus t is the d istribution 
o f r isk  by the investment of funds in  the 
securities and bonds of a great number 
of enterprises, investments in  any one 
security being usually lim ited to a frac­
tio n  of the capital, say 10 per cent. Such 
d istribution of risk  seems to be one of 
the most practical forms yet devised of 
affording the investor a secured channel 
fo r profitable investment.
In  the United States the investment 
tru s t field is a re la tive ly new one, being 
practically unknown in  th is country be­
fore  the war. Our experience in  th is  field 
covers approximately the last six years. 
B roadly speaking, at the present time 
there are three d istinct types of invest­
ment trus t:
(1) Management Investment Trusts 
(The specialized type). “ These invest­
ment trusts exercise management, but
narrow in  one way or another the field 
of the ir investment interest.”
(2) Fixed or L im ited Management ( In ­
vestment Trusts). “ These companies, 
sometimes called ‘stock conversion’ or 
‘Bankers’ shares’ companies, differ rad­
ica lly from  holding or financing com­
panies inasmuch as the securities they 
acquire are purely fo r investment pur­
poses, and are bought in  small predeter­
mined ‘units.’ They are deposited w ith  
a corporate trustee, who holds them in 
trus t fo r the certificate holder.”
(3) Collateral Loan Companies. “ These 
are a type of financing companies, oc­
casionally referred to as investment 
trusts. They advance money to indus­
tr ia l or public u t i l ity  enterprises on de­
posit of bonds, notes, acceptances, or 
mortgages. Funds fo r th is purpose are 
raised by issuance of separate series of 
collateral trus t bonds, each series repre­
senting a loan to one or more companies 
and protected by deposit of securities 
w ith  a trustee as well as by the assets 
of the issuing company.”
The term  “ investment trus t”  has un­
fortunately been used by a few who are 
not tru ly  investment trusts, but merely 
perform some of the financing of such 
trusts while carrying on a banking, in ­
surance or financing business. Some com­
panies are frequently termed “ investment 
trusts”  when they are nothing more nor 
less than holding companies organized to 
control certain industria l or public u ti l ity  
securities.
I t  is interesting to note that in  1923, 
there existed only 15 investment trusts 
in  America w ith  a total investment cap­
ita l of $15,000,000. In  the early part of
1928, the investment trusts of various 
types in  the United States were a lit t le  
over 135. Their paid-in capital has been 
estimated to exceed $400,000,000; while 
in  the la tte r part of June, 1928, the num­
ber of trusts in  existence were estimated 
to be 199 w ith  an investment capital of 
$1,200,000,000. The investment trusts in 
the past six months have made unusual 
progress. Five of the latest companies 
formed have a paid-in capital of $365,750,-
000. Most of these, however, are under 
the direct supervision of investment 
bankers.
Investment trusts differ considerably as 
to investment policies. The charters of 
most incorporated investment trusts 
grant broad powers as to investment in 
a ll kinds of securities, although some 
contain restrictions. On the other hand, 
indenture investment trusts of the man­
agement type customarily have invest­
ment restrictions. Various methods of 
compensation have been provided fo r in  
the management of investment trusts. 
The management of the incorporated in ­
vestment trus t often receives fo r its  serv­
ices an interest, sometimes quite sub­
stantial, in  the common stock. In  the 
fixed type of indenture of investment 
trusts the organizers receive the ir com­
pensation in  advance, i. e., in  the differ­
ence between the price at which they pur­
chase the trus t and the aggregate con­
sideration received by them upon the sale
of  the shares or partic ipation in  the 
trust.
The investment trus t through the ac­
cumulation of funds from  a large num­
ber of investments may d iversify to a 
much greater extent than is possible fo r 
the average investor w ith  a lim ited 
amount of capital, a lim ited  amount of 
time to study securities, and a lim ited  
amount of scientific knowledge of invest­
ments.
V alue of A ccountants’ Services
Upon form ation of a company the ac­
countant assists the attorney and promo­
ter in  respect to taxation matters. By 
arranging the proportion of bond issues 
to stock issues and by incorporating in  
certain states and arranging methods of 
and offices fo r doing business, tremend­
ous savings in  franchise taxes and Fed­
eral income taxes can be effected. The 
accountant also aids by advising w ith  re­
spect to the amounts and classes of stock 
to be issued and the amount of bond is­
sues.
Proper accounting insta lla tion at the 
very commencement of corporate activ ity  
gives complete and efficient control of 
both dollars and securities and enables 
statements to be prepared rap id ly and 
w ith  a m inim um  of effort.
D uring the course of the life  of an in ­
vestment trust, accountants are employed 
in  the ir capacity as auditors. Indepen­
dent check-up of the books and records of 
investment trusts and verification of the ir 
accounts, including a determination that 
the securities carried in  the ir port-folio 
conform w ith  restrictions in  the inden­
ture of trus t or certificates of incorpora­
tion, is perhaps more im portant to th is 
type of organization than to any other. I t  
w il l  be noted w ith  some interest tha t a 
number of the large investment trusts 
make use of two firms of public account­
ants.
An accountant in  private practice is 
often selected as the office manager fo r a 
trus t and accountants are also used in  
the statistical department to make office 
research in  connection w ith  investments 
or proposed investments.
The accountant is a v ita l factor in  th is 
work. He determines the facts, certi­
fies to statements o f earnings and finan­
cial position and advises as to procedure 
and the policy to be adopted.
Business men and financiers are equally 
interested in  th is  great trend toward con­
solidation.
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Accounting Aspects of Investment Trusts
T HE exp lana tions to  w hich we have ju s t listened  of th e  d is tinc tions in  types of investm en t tru s ts  a re  very 
illu m in a tin g  to  all of us. T hey a re  n a t­
u ra lly  in te re s tin g  to  us as stu d en ts  of 
finance and  of investm ent. To us as ac ­
coun tan ts, how ever, they  a re  perhaps not 
qu ite  so im p o rtan t in  th e  technical sense. 
The d is tin g u ish in g  ch a rac te ris tic  of an  
investm ent t ru s t  fo r us a s  accoun tan ts 
and  au d ito rs  lies in  th e  fac t th a t  th e  m ain  
body of asse ts of th e  corpora tion  consists 
of securities, and  especially, perhaps, of 
stocks.
Broadly, th is  is a new form  of in s titu ­
tion, and corporations of th is  kind, carry­
ing large amounts of securities in  the ir 
portfolios, present in  tha t characteristic 
the accounting problems which we have 
to meet. These problems are not neces­
sarily  new ones, but, due to the size of 
these new institu tions, to the size of the ir 
portfolios, matters re la ting to the valua­
tion and the accounting fo r securities and 
the income from  them have taken on an 
increased importance. Of course, the 
proper settlement of any question of p rin ­
ciple is always im portant but there are 
degrees of importance, and those degrees 
are sometimes determined by the size of 
the item. U n til a question of principle 
comes to us in  a big way i t  is often 
treated academically, and no practical 
occasion arises to force a decision as to 
how i t  should be settled.
Before tak ing  up these technical mat­
ters, however, there is an important 
broader aspect of the subject which war­
rants our attention. I  th in k  we must 
a ll agree tha t accountants and auditors, 
by reason of the growth of the investment 
trust, have today acquired added respon­
s ib ilities to the public. The necessity 
confronts us of paying increased atten­
tion  to the economic aspects of the in ­
stitu tions whose accounts we audit. The 
reason fo r th is is that numerous investors 
have gained the impression tha t an in ­
vestment trust security solves a ll of the ir 
investment problems.
But, as our guests here today have 
pointed out, i t  is of course impossible that 
any general theory of investment, such 
as the theory of diversification which en- 
derlies the investment trust idea, can in  
practice furn ish an automatic safeguard 
fo r the investor. The investor needs 
more than that. He must have assurance 
as to the sponsorship and character of 
the management of the enterprise and its  
general economic soundness. And in  our 
capacities as auditors, in  establishing re­
lations w ith  new clients in  th is  field, we 
have today an enlarged obligation w ith  
respect to satisfying ourselves regarding
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those questions of economic soundness 
and character of sponsorship and manage­
ment.
In  th is connection the New York Stock 
Exchange has done a great deal of very 
useful work. In  defining its  requirements 
fo r the lis tin g  of investment trust se­
curities the Exchange has recently pro­
mulgated two general ru lings on the sub­
ject, covering a wide varie ty of matters. 
The direction which these rulings have 
taken and the sp irit actuating them have 
been in  my opinion, sound, helpful, and 
salutary.
In  the firs t of these rulings, dated 
June 6, of th is  year, the Stock Exchange 
set out a number of requirements which 
in  the ir opinion are essential to the 
determination of the proper economic and 
financial standing of an investment trust 
which seeks to have its  securities listed. 
W ith  your permission, I  shall read a 
number of these rulings, on the assump­
tion tha t not a ll of you have seen or stud­
ied th is  regulation in  detail:
“ The Committee regards as fa lling  
w ith in  th is designation (o f investment 
trusts) such companies as are engaged 
p rim a rily  in  the business of investing 
and reinvesting in  the securities of other 
corporations fo r the purpose of revenue 
and fo r profit, and not in  general fo r the 
purpose of exercising control.”  * * *
“ Each application fo r lis ting  a security 
of an investment trust, as defined above, 
must state whether such trus t is to be 
managed independently by its  own offi­
cers and directors or whether i t  is to be 
managed directly or ind irectly  by other 
individuals, firms or corporations. The 
names of a ll individuals, firms or corpo­
rations which are d irectly or ind irectly 
responsible fo r the management must be 
set forth, and there must be included in 
the body of the application a summary 
of a ll significant provisions contained in  
the Charter, Articles of Incorporation and 
By-laws of the Company, and a ll s ignifi­
cant provisions contained in  any existing 
agreements or contracts which define the 
powers and privileges of the management 
and the restraints thereon. * * *
“ I f  the investment - trus t is managed 
d irectly or ind irectly  by another ind iv id ­
ual, firm  or corporation, a copy of each 
contract w ith  such individual, firm  or cor­
poration, must be included in  the body of 
the application.
“ Each application must present fu l l  de­
ta ils  regarding the basis on which com­
pensation fo r management is computed, 
includ ing direct payments, options, war­
rants, and any other form  of direct or 
indirect compensation either present or 
future. * * *
“Each application must show in  detail 
a ll costs of organization and a ll expenses 
of selling each class of securities of such 
trus t which may have been issued. * * * 
“ The Income Account shall include a ll 
revenue, as well as a ll losses, from what­
ever source derived. I t  shall reflect in  
the aggregate a profit or loss upon each 
and every completed transaction con­
summated by a purchase and sale of se­
curities. A  technical short sale against 
a long position must not be used fo r the 
purpose of considering any transaction 
as incomplete.”
Then followed a regulation on stock 
dividends which was issued tentative ly 
( in  fact, the entire ru ling  was published 
as a tentative ru lin g ). This June regula­
tion  stated tha t “ stock dividends must 
not be considered as income.”  Since then 
there has been promulgated on th is  sub­
ject a new ru lin g  to which I  shall re fer 
later.
Other regulations re lating to income 
were as follows:
“ The Income Account shall include no 
profits resulting from  participation in  a 
syndicate, offering securities to the pub­
lic, u n til such syndicate is closed. I f  the 
applicant enters in to  any other operations 
in  account w ith  others, the profit or loss 
at the date of each published financial 
statement must be reflected therein.”
“ As a footnote to the Income Account 
there shall be a clear statement of the 
increase or decrease during the current 
year of the amount by which the market 
value of the securities held exceeds or is 
less than th e ir book value.”
As to valuation of securities held, th is  
“ must be shown upon the balance sheet 
at cost, summarized in  reasonable detail. 
There must be appended to each balance 
sheet a footnote showing the aggregate 
cost of a ll securities owned, the ir aggre­
gate current value, and the difference.” 
Then follows an im portant ru lin g  re­
garding public ity  of details of the port­
fo lio :
“ The applicant shall publish w ith  the 
annual report a statement showing the 
value of securities held either directly 
or ind irectly  at the close of each period 
covered by the report. Valuation of 
securities fo r th is statement shall be 
based upon market price of a ll securities
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listed on recognized stock exchanges and 
upon fa ir  appraisal of other securities. 
There must be contained in  the report a 
complete lis t of a ll of the holdings of 
the company showing names and quanti­
ties w ith  the proviso that no more than 
an amount of ten (10%) per cent of the 
company’s aggregrate capital and sur­
plus or ten (10%) per cent of the cost 
of securities held, which ever may be 
less, may be covered under a heading, 
‘Miscellaneous Securities,’ provided tha t 
such securities have not been held fo r 
more than one year.”
The ten per cent provision was, of 
course, inserted to meet the objection 
raised by many companies of th is  type, 
tha t the disclosure of the ir holdings 
would be a disadvantage to them in  fu r­
n ishing inform ation to the ir competitors 
or in  leading to an appreciation in  the 
market so that i t  would run against them 
in  the course of the ir acquiring addi­
tional securities fo r the ir portfolio. The 
fact that they may now cover ten per 
cent of the portfo lio  by a blanket item 
in  the schedule protects them against 
tha t disadvantage.
There follows a regulation interesting 
to us as practitioners, tha t “ there must 
be apppended to a ll financial statements 
and inventories required by the Commit­
tee, the certificate of a public account­
ant, qualified under the laws of some 
State or country, which certificate shall 
contain a statement tha t no one of the 
items carried under the term  ‘Miscel­
laneous’ in  the lis t of Investments has 
been held fo r more than one year.”
A final provision requires that “ appli­
cants must agree not to pay any cash or 
stock dividends on common stock, when 
such dividends, plus any amount by 
which the current value of securities held 
shall be less than the ir cost, exceed the 
earned surplus and undivided profits. 
For the purpose of the foregoing agree­
ment, stock dividends must be capitalized 
on what appears to the Committee to be 
a reasonable basis.”  W hat would consti­
tute an acceptable basis of such capita li­
zation is not stated; presumably a prac­
tice of valuing the dividend stock at the 
average price of a ll previous issues of 
the stock, as shown by the capital ac­
count, would be regarded as reasonable.
As accountants we have a legitimate 
interest in  these regulations and a strong 
obligation to give them our sympathetic 
consideration, not only fo r the ir value in  
suggesting c rite ria  of judgment as to the 
soundness of ind iv idua l enterprises, but 
also in  connection w ith  the support which 
they give to the principle of public dis­
closure of accounts in  a ll reasonable de­
ta il.
As in  a ll cases of the kind, the charac­
te r and extent of our obligations in  these
matters is difficult o f precise definition, 
but I  would put i t  th is way:
F irs t, we ought to be satisfied w ith  the 
general soundness of an enterprise and 
the character of its  management before 
attaching our names to i t ;
Second, we ought at least to favor fu ll 
pub lic ity  of holdings by even the sound 
concerns;
Third, in  the statements which we cer­
t i fy  we ought to show, as an irreducible 
minimum, the to ta l market value of the 
portfo lio  and fu ll detail as to the ele­
ments of income.
The most im portant accounting ques­
tions presented relate to the valuation of 
the investments in  the balance sheet, the 
computation of profit on sales and the 
valuation fo r income purposes of stock 
dividends and rights received. These 
questions, while not peculiar to invest­
ment trusts, arise there w ith  special em­
phasis due to the size of the ir holdings. 
Most investment trusts, probably w ith  
few exceptions, carry the ir investments 
at cost. Under Federal Income Tax reg­
ulations, “ dealers in  securities”  are al­
lowed to compute income on the basis of 
carrying the ir “ inventories”  of securities 
either at cost or at market, provided the ir 
books are on the same basis, or, as a 
th ird  alternative, at the lower of cost 
or market. So fa r as I  am aware, no 
investment trus t has claimed the status 
of a dealer in  securities. The establish­
ment of such a status fo r tax purposes 
m ight conceivably create a presumption 
in  favor of regarding as income fo r a ll 
purposes unrealized profits arising from 
valuing the portfo lio  at market, though 
most accountants would s til l question the 
soundness of such a presumption.
However, inasmuch as a dealer in  
securities is defined by the tax regula­
tions as a “ merchant of securities,”  who 
holds them “ fo r purposes of resale and 
not fo r investment,”  i t  does not seem 
probable that an investment trus t could 
qualify as such. Moveover, most invest­
ment trusts, having been organized dur­
ing the appreciating markets of the past 
several years, have had no occasion to 
adopt the market basis of valuing the ir 
portfo lio  fo r any advantage i t  m ight have 
in  establishing losses fo r income tax pur­
poses; and the tax regulations require 
the continuance of the method firs t 
adopted.
W ith in  the observation of public ac­
countants w ith  whom the matter has been 
discussed, the adjustment of the invest­
ment account to market is not a common 
practice, even among those clearly to be 
classed as dealers in  securities. Possibly 
the apparent infrequency of such in ­
stances arises from the fact that many 
dealers in  securities operate as ind iv id ­
uals or partnerships and do not have
the ir accounts audited. In  any case, the 
crediting of unrealized market apprecia­
tion  to the capital account of an ind iv id ­
ual or a firm  would not raise the same 
questions as those which would be in ­
volved in  the case of the surplus account 
of a corporation. W hile the ava ilab ility  
of unrealized appreciation of assets fo r 
the purpose of paying cash dividends is 
not in  most States exp lic itly  banned by 
statute and is in  one State, Wisconsin, 
exp lic itly  perm itted by statute, the 
weight of court decisions and of account­
ing opinion is against it. Whatever the 
auditor’s personal views on the economic 
aspects of the subject, his professional 
safeguard is to insist that unrealized 
gains from  reappraisals be set out sep­
arately from  earned surplus. W ith  in ­
vestment trusts, the usual conservative 
practice is to  include the investments in  
the balance sheet at cost (less investment 
reserve, i f  any), and to show in  brackets 
the market value at closing date.
W ith  regard to income, an im portant 
question arises in  connection w ith  the 
method of tak ing  profit on sales. Dr. 
Leland Rex Robinson, in  his authorita­
tive  book on investment trusts, informs 
us tha t in  Great B rita in , investment 
trusts do not make a practice of credit­
ing  profits on sales to income; they credit 
them to reserve or reinvest them, since 
under tha t procedure no lia b ility  fo r in ­
come tax arises.
Under our own Federal Income Tax 
procedure, the preferred method of com­
puting profit on sales is to iden tify  the 
stock certificates sold, taking the cost 
basis of the identical certificates as shown 
by the records. Where that is imprac­
ticable the regulations require tha t the 
cost fo r purposes of computing profit be 
tha t of the earliest acquired shares s till 
rem aining on the books.
A  th ird  method, the average cost 
method, has been accepted in  specific in ­
stances by the Treasury Department un­
der a general regulation (A rtic le  322), 
perm itting the use of standard account­
ing methods which have been employed 
by the taxpayer w ith  reasonable con­
sistency.
There are certain advantages in  the 
method firs t mentioned of computing 
profits on the basis of cost of the in ­
d ividual certificate. In  that way, and 
having Treasury Department approval, 
i t  could hardly be called an illeg itim ate 
way, the amount of earnings can w ith in  
lim its  be controlled. This is perhaps a 
dangerous principle to admit w ithout re­
striction, but where not abused there 
seem to be no very good grounds fo r 
critic ism  of it. In  practice, certain con­
servatively managed investment trusts, 
upon sale of a portion of the holdings of 
any security, have been taking the cer­
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tificates which showed the highest cost. 
Thus, they have been build ing up a re­
serve during these days which may be 
useful to them later.
The accounting fo r righ ts sold is an­
other feature of importance, although not 
of the importance of the accounting fo r 
profits on sales or the accounting fo r 
stock dividends, because of the relative 
insignificance of the amounts involved.
Under Federal Income Tax practice, as 
you a ll know, a part of the cost of the 
stock is assigned to the rights, based on 
relative market value of the rights to the 
market value of the orig ina l holdings, 
and in  case of sale of the righ ts the profit 
is tha t part of the proceeds which is in 
excess of the cost so assigned. But the 
Treasury Department alternative ly per­
m its the reporting as income of the en­
tire  proceeds of the sale of the rights. 
And I  th in k  th is  creates a presumption 
of propriety in  taking the entire pro­
ceeds of the rights in to  income fo r finan­
cia l purposes.
The most controversial and im portant 
question re lating to income is concerned 
w ith  the valuation of stock dividends. By 
the term “ stock dividends”  we ought to 
understand “ true stock dividends,”  as de­
fined by the New York Stock Exchange. 
In  i ts ru ling  dated September 11, 1929, 
the Exchange distinguishes “ true stock 
dividends”  from  “ stock split-ups”  in  the 
fo llow ing terms: “ As a matter of defini­
tion from the point of view of the Ex­
change, a true stock dividend represents 
the capitalization, in  whole or in  part, of 
past or current earnings; w hile a split- 
up has not of necessity any relation to 
earnings and may mean nothing more 
than a change in  the form  in  which 
ownership in  an existing s ituation is ex­
pressed.”
W ith  relation to the receipt of stock 
dividends, three practices prevail. The 
most conservative follows Federal In ­
come Tax procedure, under which no in ­
come arises on the receipt of a stock 
dividend unless i t  is sold. The stock 
dividend is taken on the books at no 
value. I f  other shares of the same issue 
(or of one of substantially the same char­
acter or preference) are carried at a price 
in  investment account, an average cost 
of the old and new shares results; and i f  
and when the  dividend shares are sold 
only that part of the proceeds which ex­
ceeds tha t average cost is returned as 
income. I f  the old shares are not of the 
same issue as the dividend shares, the 
tax regulations provide fo r an allocation 
of a part of the cost of the old shares 
to the new shares on the basis of respec­
tive  market values at the time the new 
shares of stock are distributed, and the 
profit on sale of the new shares is com­
puted on the basis of such allocated cost.
A  second practice relative to the re­
ceipt of stock dividends is to assign a 
value at market, and to credit that 
amount to income upon receipt of the 
dividend, whether or not sold.
A  th ird  practice is one which has re­
cently been given prominence by the ru l­
ing of the New York Stock Exchange of 
September 11, 1929. This ru ling  provides 
that in  the case of stock dividends re­
ceived and not realized upon the recipient 
may take them into income at the ir stated 
value as charged to earned surplus by the 
issuing corporation.
The Exchange has not made a general 
ru lin g  on accounting fo r stock dividends 
sold, but there seems to be no very log­
ical objection to taking them in  at sale 
provided that the entire holding of the 
stock is not carried on the books at 
higher than market value.
In  th is  connection, a certain incon­
sistency m ight be noted in  the tax reg­
ulations which, on the one hand require 
tha t the profit on sale of a stock dividend 
be computed on an average cost basis 
arrived at by taking the dividend onto 
the books at no cost and on the other 
hand tha t profits on sales of securities 
generally be computed on the cost basis 
of the ind iv idua l certificates. For, i f  the 
stock dividend is taken on the books at 
no cost, as required by the specific reg­
ulation, the entire proceeds of the sale, 
i f  the certificates are identified, would 
be profit under the general regulation.
The propriety of including in  income 
stock dividends received and not sold 
and the basis of the ir valuation are ques­
tions which have been revived today in 
difficult and im portant forms through a 
combination of three new factors in  
American finance: (1) the rapid spread 
of the practice of paying dividends in  
stock rather than in  cash; (2) the great 
advance in  stock prices; and (3) the 
concentration in  single investment ac­
counts, resulting from the formation of 
investment trusts, of large blocks of stock 
dividend issues.
The Supreme Court settled that stock 
dividends are not income to the stock­
holder fo r tax purposes. As to whether 
they are income to the stockholder for 
other purposes opinion has been divided. 
The Court of Appeals of the State of New 
York as recently as December, 1928, in 
an interesting case, (250 New York 1) de- 
cribed th is  question as an “ inveterate 
controversy.”  The weight of accounting 
opinion has probably been against the ir 
being considered as income. Up to re­
cently, however, re la tive ly few practical 
cases involving large amounts have aris­
en, w ith  the result that the question has 
perhaps not received the thorough con­
sideration which i t  now demands.
The report of the special committee of
the Stock Exchange on th is subject, al­
ready referred to, is a h igh ly interesting 
and valuable one, which ought to be read 
and studied in  its  entirety. I  can do no 
more here than to read the concluding 
paragraphs, as approved by the Gover­
nors of the Exchange on September 11,
1929:
“ U niform  accounting practice today 
seems t o favor as sound procedure the 
ignoring of stock dividends in  the in ­
come account of receiving companies. 
However, i t  has been urged on behalf of 
investment trusts, holding companies, 
and others, w ith  what seems to us to be 
some measure of justification, that a 
technical interpretation of the nature of 
stock dividends may operate to hamper 
management in  the adopting of perfectly 
reasonable and proper dividend programs 
of the ir own, whether in  cash or in  stock, 
and may even under certain circum­
stances force them as recipients, fo r tech­
nical reasons, to  realize upon stock d iv i­
dends which fo r business reasons they 
would have preferred to hold.”
“ I t  may be that accounting practice 
w ill undergo certain modifications in  the 
ligh t of these new tendencies, but i t  is 
too early to form  an opinion as to the 
direction tha t th is  modification is apt to 
take. I t  is possible tha t a schedule of a ll 
stock dividends received w il l  suggest i t ­
self as a desirable addition to the annual 
report of investment trusts, holding com­
panies and others; or, conceivably, a new 
departure in  accounting theory may per­
m it the inclusion of stock dividends in 
some form  or other in  the income ac­
counts of receiving companies.”
“ A t the present time, i t  appears as i f  
the Exchange could go no fu rthe r than 
to  take the position that i t  w il l raise no 
objection to the method by which in ­
vestment trusts, holding companies, and 
others account fo r stock dividends re­
ceived by them and not realized upon, 
provided there is the fu llest disclosure 
of the procedure adopted, and provided 
tha t these are not included in  the in ­
come accounts of the receiving com­
panies at a greater dollar value per share 
than that at which they have been 
charged to income account or earned sur­
plus account by the paying companies.”  
I t  is evident tha t the Exchange has not 
closed the door to possible future modi­
fications in  the direction of perm itting 
income credits on a more libera l basis. 
The complexity of the question makes 
i t  extraord inarily  d ifficult to lay down 
any general rule which would ignore the 
facts in  ind iv idua l cases. I t  appears tha t 
there is much to be said fo r the practice
of  taking stock dividends in to  income at 
market value, and that i t  would be ex­
tremely difficult to  m aintain a position 
of rig id  opposition to  the practice.
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The objections to i t  are based m ainly 
on the decision and the legal and eco­
nomic doctrines supporting the decision 
of the United States Supreme Court in  
1920, in  the case of E isner versus Mar 
comber tha t Congress has no power 
under the Constitution to tax w ithout 
apportionment among the States stock 
dividends as income. The case arose in  
connection w ith  a stock dividend of 50 
per cent of the true type, issued in  Jan­
uary, 1916, by Standard Oil Company of 
California in  $100 par value stock and 
charged to surplus at tha t value per 
share. The decision of the court was by 
a m a jo rity  of 5 to 4, Justices Brandeis, 
Clarke, Holmes and Day dissenting.
“ The characteristic and distinguish­
ing attribute of income,”  said the court, 
is that i t  is “ derived from capital—not 
a gain accruing to capital—but a gain— 
proceeding fro m  the property, severed 
fro m  the capital . . ., drawn  by the re­
cipient (the taxpayer) fo r his separate 
use, benefit and disposal.”  “ The es­
sential and controlling fact,”  the court 
said, “ is that the stockholder had re­
ceived nothing new out of the company’s 
assets fo r his separate use and bene­
fit . ." But the Massachusetts Court in  
1917, in  a decision holding that a stock 
dividend was taxable as income under 
the 44th Amendment to the Constitution 
of Massachusetts had pointed out that 
“ in  essence the th ing  which has been 
done is to distribute a symbol repre­
senting an accumulation of profits, which 
instead of being paid out in  cash is in ­
vested in  the business, thus augmenting 
its  durable assets. In  th is aspect of the 
case, the substance of the transaction is 
no different from what i t  would be i f  
a cash dividend had been declared w ith  
the privilege of subscription to an equiv­
alent amount of new shares.”
I t  is evident that th is opinion of the 
Massachusetts Court states the true facts 
regarding stock dividends, namely, tha t 
the effect of the distribution of a true 
stock dividend on the books of the is­
suing corporation and on the cash and 
investments of the stockholder is pre­
cisely the same as i f  a cash dividend had 
been distributed and the cash had then 
been returned as a subscription to new 
stock. Justice Brandeis saw th is  clearly 
when he said, in  his dissenting opinion, 
that “ the equivalency of a ll dividends 
representing profits, whether paid in  cash 
or in  stock, is . . .  . complete.”
The m a jo rity  of the Court, however, 
obviously unable to rest its  decision on 
the essential character of a stock d iv i­
dend, then proceeded to a point of Con­
stitu tiona l construction, saying that 
“ the Massachusetts Court was not under 
an obligation, like  the one which binds 
us, of applying a Constitutional amend­
ment in  the lig h t of other Constitutional 
provisions that stand in  the way of ex­
tending i t  by construction.”
I t  is thus on the follow ing reasoning 
tha t the decision seems im p lic ity  to be 
founded: (1) while i t  cannot be denied 
tha t the effect of the d is tribution of a 
stock dividend is the same as the dis­
tr ibu tion  of a cash dividend plus a re­
tu rn  of the cash as a subscription to new 
stock, nevertheless the transaction in  
practice short-cuts th is procedure, e lim i­
nating the intermediate transfers of 
cash; (2) as the Constitution forbids 
the laying of direct taxes w ithout ap- 
portionm ent among the States, a s tric t 
construction of the amendment granting 
power to tax income w ithout apportion­
ment is necessary; (3) s tr ic t construc­
tion  of the language of the amendment 
perm itting  taxation, w ithout apportion­
ment of “ income from whatever source 
derived” makes i t  impossible to ignore 
the fact that the intermediate operation 
of “ deriving”  the cash has been e lim i­
nated.
The decision of the Court thus appears 
to rest on a question of Constitutional 
construction and not on the essence of 
the transaction. This decision by the 
highest legal au thority  is of course con­
clusive as to the absence of legal power 
residing in  Congress to tax stock d iv i­
dends, but i t  is scarcely so as to the 
justification of the stockholder in  regard­
ing a stock dividend as income.
I t  is a favorite argument that there is 
no income to the stockholder in  a stock 
dividend fo r the reason that his holdings 
a fter the d istribution represent no 
greater equity in  the business than did 
his orig inal holdings. The tota l equity 
remains the same and the equity per 
share is reduced. This is illustrated by 
assuming a corporation w ith  a capital ac­
count of $100,000.00, representing 10,000 
shares, and a surplus account of $10,-
000.00; assuming also the declaration of 
a 10 per cent stock dividend by charge 
against surplus at $10 per share. The 
tota l equity before stock dividend is 
$110,000.00, or $11.00 a share on 10,000 
shares outstanding; after stock dividend 
the equity is s im ila rly  $110,000.00 (a ll 
capital, no surplus) or $10.00 a share on
11,000 shares outstanding. The equity 
per share has been reduced. But th is 
constitutes no argument against defining 
the stock dividend as income to the stock­
holder, unless i t  is to be regarded as 
equally valid against so defining a cash 
dividend. For i f  instead of the stock d iv i­
dend in  the above example a cash d iv i­
dend of $1.00 a share were declared by 
charge against surplus, the equity after 
dividend would be $100,000.00 or $10 per 
share. The equity per share has been
reduced precisely as in  the case of the 
stock dividend.
Let us carry th is a l it t le  fu rther. As­
sume two corporations, X  and Y, iden­
tica l in  structure w ith  the one in  the 
above example. Mr. A  holds a ll the stock 
of Corporation X  and Mr. B holds a ll the 
stock of Corporation Y. Each bought his
10,000 shares' of stock at $10.00 a share 
and carries them on his books at cost, 
$100,000.00. Corporation X  declares a 
stock dividend as above and Corporation 
Y a cash dividend as above. On the 
theory that A has realized no income he 
would carry 11,000 shares on his books 
at $9.09 a share or a total of $100,000.00, 
representing a to ta l equity on the cor­
poration’s books of $110,000.00; B would 
continue to carry 10,000 shares on his 
books at $10.00, representing an equity 
of $100,000.00. Why should A  be required 
to w rite  his stock down to $9.09, while 
B is perm itted to carry his stock at 
$10.00? Is i t  a fact that while B can 
safely spend $10,000 as income, A ’s in ­
come has been cut off and he is in  no 
position to incur current liv ing  expenses 
w ithout being deemed, to have impaired 
his capital?
I t  seems clear, up to the point where 
a stock dividend represents the amount 
of earnings of the issuing corporation 
transferred from  surplus account to cap­
ita l account, that a stock dividend is in ­
come to the recipient, whether or not 
Congress has the power to tax i t  as such. 
And th is conclusion, though i t  has in  the 
past received nothing approaching gen­
eral acceptance by accountants, has been 
strongly buttressed by the ru ling  of the 
New York Stock Exchange made in  con­
nection w ith  the income accounts of in ­
vestment trusts.
There is a strongly held opinion, how­
ever, that the ru ling  does not go far 
enough, that stock dividends received are 
properly income up to the amount of 
the ir market value. The objection to 
th is  is based on the idea that the valua­
tion  of the dividend shares at market 
gives rise to unrealized appreciation.
Certain corporations of great financial 
strength and well-merited reputation for 
judgment and in teg rity  wish to hold 
stock dividends received because the ir 
judgment tells them tha t the retention 
of these issues strengthens the ir own 
position in  one way or another, or the ir 
special knowledge of the industry which 
these holdings represent indicates that 
earnings w ill catch up to market valua­
tions. They claim the r ig h t to take 
stock dividends into income at market 
valuation, whether or not sold. Of course, 
they m ight sell the dividend shares and 
simultaneously repurchase them, but they 
do not choose to incur the tax lia b ility  
which would thus arise. They challenge
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any universal application of the maxim 
tha t the closed transaction is a dis­
tinguishing characteristic of income. 
They assert tha t i t  has no significance to 
the determination of income in  circum­
stances where a ready and authentic 
measure of market value exists, and 
where, in  spite of taking stock dividends 
on the books at market, the book value 
of investment account of the receiving 
corporation is s til l substantially under 
the market.
The questions tha t are raised seem 
fundamenta lly  to be these: Was not the 
maxim of the closed transaction in  its  
o rig in  a protection against more or less 
hypothetical estimates of increased val­
ues of real estate, where an undoubted 
opportunity to realize fo r cash did not 
and could not exist? Was the real ob­
jection perhaps not tha t the profits were 
unrealized, but that they were essentially 
unrea lizab le? Does the maxim of the 
closed transaction as a guide fo r the de­
term ination of income apply w ith  equal 
force and logic to the case of market­
able securities as to the case of fixed as­
sets?
Now, whatever our off-hand views or 
even our firm  convictions on the sub­
ject, the question raised cannot be ig ­
nored or brushed aside w ithout serious 
consideration. I t  is not a reply to say 
tha t the use of the closed transaction as 
a test of income i s a settled practice of 
accountancy. Nothing is ever so securely 
settled tha t new conditions, new facts, i f  
you like, cannot unsettle it. We must ap­
proach the subject w ith  an open mind.
Our interest as accountants is not 
p rim a rily  in  either the legal definition 
of income or in  the economic definition. 
Our prim ary interest is in  the practical 
effect on the stockholder of the receiving 
corporation from  the standpoint of the 
protection of his capital investment.
We ought, of course, to have as cor­
rect an understanding as possible of the 
laws of the ju risd ic tion  in  which a client 
corporation is organized and by the aid 
of such lig h t as can be shed by the legal 
counsel of our clients we ought to be 
assured that under the law or any rea- 
sonable interpretation of i t  the corpora­
tion is not im pairing its  capital by u tiliz ­
ing doubtful income credits out of which 
to pay dividends.
But on the subject of closed transac­
tions the law is indecisive. For tax pur­
poses the same Federal law contemplates 
the payment of income tax by a dealer 
in  securities on gain arising from an un­
realized appreciation of securities and by 
other taxpayers only upon sale. I f  under 
Federal law an unrealized gain must be 
accounted fo r as income by a dealer in  
securities who has claimed unrealized 
losses as deductions, i t  could hardly be
said, in  the absence of any express pro­
h ib ition  in  the corporation law of a State, 
that any presumption of illega lity  runs 
against accounting fo r unrealized gains 
as income fo r a ll purposes. It appears 
tha t in  most cases State laws are silent 
on the subject. The Wisconsin law, how­
ever, perm its the payment of either cash 
or stock dividends out of increase in  the 
value of its  property; while the Ohio 
law (s im ila rly  the Indiana law) pro­
h ib its  the payment of dividends in  cash 
or property out of “ unrealized apprecia­
tion  in  value or revaluation of fixed as­
sets,”  but does not so proh ib it the pay­
ment of stock dividends. Court decisions, 
where definite, generally indicate that un­
realized profits are not to be regarded as 
available fo r dividends, though only one 
case cited in  a recent survey (New York 
Supreme Court, 1885, 36 Hun 536) dealt 
w ith  unrealized profit on marketable 
securities, and in  no case is i t  apparent 
from the syllabus whether or not the 
proh ib ition ran against the payment of 
stock dividends as well as cash dividends 
cut of such unrealized profits.
Nor are economists by any means unan­
imous on the subject of the closed 
transaction. Here as in  the legal field 
two concepts of income are apparent. 
Under one concept in  great favor w ith  
economists income consists of recurrent 
services rendered by capital and does 
not include profits on appreciation of cap­
ita l assets, even though realized. Under 
the other concept, income broadly is the 
difference between the net asset value at 
the beginning and that at the end of the 
period.
In  choosing between these two defini­
tions we may bear in  m ind that our 
prim ary interest in  the subject as audi­
tors is not a theoretical one. I t  is a 
practical one, looking to the protection 
of the stockholder of the receiving cor­
poration which is our client. Our in ­
terest is in  protecting him  from a s it­
uation where dividends are paid to him 
out of dubious credits to  income, w ith  
the result of im pairing his capital in ­
vestment. Where the law sets up a man­
datory criterion, whether or not i t  be an 
a rb itra ry  one, our course is clear. Where 
i t  does not, scrutiny of the assets and re­
serve accounts is the only means of de­
term in ing whether or not the capital is 
in tact and protected by a reasonable mar­
gin. The only practical measure by 
which to evaluate a security investment 
account is by comparison w ith  market 
value.
I f  in  a market like  that of the past 
several years the net result of pric ing at 
market the stock dividends received is 
s til l to show a substantial margin in  the 
investment account of market value over 
book value, i t  is questionable whether
we can reasonably decline to ce rtify  ac­
counts in  which stock dividends have 
been taken in to  income at market value. 
We can decline, except perhaps in  the 
case of Wisconsin corporations, to pass 
credits to income based on a general 
write-up of securities in  port-folio, on the 
ground that the lower of cost or m arket 
is the only safe rule of valuation fo r the 
general body of assets or whole stock-in- 
trade. W ith  respect to shares received as 
dividends, however, no such argument re­
la ting  to the conservative statement of 
the balance sheet is applicable.
Adm ittedly, a good deal can be said 
fo r the proposal to  take the stock d iv i­
dend in to  income at the value placed on 
i t  by and charged to earned surplus by 
the issuing corporation. As a piece of ac­
counting mechanics i t  seems at firs t 
glance to meet the situation adm irably. 
Let us, however, look at an example, the 
facts concerning which have been de­
rived from  published sources: An invest­
ment corporation holds common stock of 
North American Company (organized in  
New Jersey), which is on a stock divi- 
dend basis of 1/40th of a share of com­
mon quarterly, i. e., at the rate of one- 
tenth of a share a year. The stated value 
of North American common is $10.00 a 
share. A t December 31, 1928, the capital 
stock account of North American Com­
pany (excluding p r e f e r r e d  stocks) 
showed 5,011,960 shares of common val­
ued at $50,119,600.00, consolidated earned 
surplus of $74,874,413.00, and capital sur­
plus (premium on capital stock) of $23,-
859,317.00. The earnings of the system 
for 1928 available fo r common, after ex­
penses, taxes, and dividends to m ino rity  
interests and on preferred stocks, were 
reported as $22,582,721.00 (of which $12,-
565,805.00 were earnings of the holding 
company). Stock dividends of one-tenth 
share were paid, amounting to 480,654 
shares and charged to  earned surplus a t 
$10.00 a share or $4,806,549.00, leaving a 
net increase in  earned surplus fo r the 
year of $17,776,172.00. Consolidated earn­
ings applicable to common were $4.51 a 
share, holding company earnings, $2.51 a 
share, and the stock dividends as charged 
to earned surplus were at the rate o f 
$1.00 a share. The market value of the 
stock during 1928, ranged from 58 to 97. 
A t the end of the year i t  was quoted a t 
95, which was equivalent to capita liz ing 
consolidated earnings at 4.75 per cent and 
holding company earnings at 2.63 per 
cent. Surplus fo r the year ended March 
31, 1929, showed an increase over the 
calendar year 1928, of $1,300,000.00 and 
at October 15, 1929, the stock was selling; 
around 150.
Certain investors of judgment appar­
ently regarded the stock as worth $95.00 
a share at December 31, 1928, and some
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o£ them took N orth  American stock d iv i­
dends in to  income at prices in  tha t v ic in ­
ity . We may very well, and probably 
should, as a measure of conservatism, rec­
ommend tha t dividend shares be taken 
up a t not more than the ir stated value 
( in  th is case $10.00) in  pursuance of the 
ru lin g  of the Stock Exchange. We should 
be p r e p a r e d ,  however, to encounter 
strong objections to the use of stated 
value on the part of corporations receiv­
ing  stock dividends of North American 
Company and other companies on a stock 
dividend basis. Some of the reasons fo r 
the ir objections to such a valuation are 
apparent from  the earnings figures and 
evidences of growth and expansion of the 
issuing corporations. In  the absence of 
compliance w ith  the Stock Exchange ru l­
ing  by companies not applicants fo r lis t­
ing we shall be obliged to ask ourselves 
whether i t  is beyond any reasonable 
doubt that corporation M w il l  have im ­
paired its  capital i f  i t  places stock re­
ceived as dividends on its  books a t the ir 
undoubted cash value and then pays d iv i­
dends out of the surplus thus created, 
but, tha t a companion corporation N, 
w hich purchases fo r cash at market value 
securities of the same issue w il l  not 
thereby have impaired its  capital.
Assuming corporation M to be an old 
company, w ith  its investment account 
conservatively stated, even after bring ing 
in  stock dividends at market value, and 
assuming Corporation N to be a new 
company w ith  its  holdings carried at cur­
rent market values, the depreciation 
which w ill be sustained i f  prices fa ll w il l 
be much more seriously fe lt by Corpora­
tion  N, the present financial condition of 
which, based on the cash cost of security 
holdings, any firm  of certified public ac­
countants would ce rtify  w ithout hesita­
tion, than by Corporation M, against 
whose policy of pricing at market stock 
dividends received many accountants 
would protest. On the other hand, re­
garding the present condition of Corpora­
tion  N, i t  may, of course, be said that 
trad ition  and long-established practice 
make i t  un like ly  tha t any public mis­
conception can result from  a certification 
of a balance sheet in  which investments 
are carried at cost. But in  th is  connec­
tion, the recent action of the Stock Ex­
change in  requiring publication of hold­
ings is highly significant and may con­
ta in  a lesson fo r us.
A practical solution of th is  difficult 
question, one based fra n k ly  on a com­
promise of conflicting arguments and 
considerations, would seem to be, that, 
w hile  favoring a more conservative pol­
icy, we may perm it the credit of un­
realized stock dividends to income at 
market value, provided (1) tha t the 
item  is separately set out in  the income
statement, (2) tha t the investment ac­
count as a whole is conservatively 
stated, and (3) that any excess of such 
credits over the stated value of the stock
THEO RY OF ACCOUNTS 
(Time allowance 4 hours)
Question No. 1 (W eight 5 points). The 
fo llow ing have been suggested as pos­
sible bases fo r the recognition and taking 
of profits:
1. Upon signing of the contract.
2. Upon purchase of raw material to 
fi l l  contract.
3. In  proportion to work completed.
4. Upon completion of manufacturing 
process.
5. Upon segregation of the goods fo r 
the consignee.
6. Upon receipt by consignee.
7. Upon collection of account in  fu ll.
8. In  proportion to collections made.
Indicate under what circumstances, i f
any, each of the above bases could ap­
propriately be used.
Question No. 2 (W eight 5 points). 
W hat is the prim ary purpose of the bal­
ance sheet? State the proper basis for 
evaluation of each of the fo llow ing bal­
ance sheet items or groups:
Current Assets.
Fixed Assets.
Intangible Assets.
Accrued Assets.
Deferred Assets.
Contingent L iab ilities.
Capital Stock of No Par Value.
Treasury Stock (Par Value).
Question No. 3 (W eight 10 points). Ex­
plain the use and purpose of a property 
or plant ledger. Sketch a suitable form 
fo r such a record.
Question No. 4 (W eight 10 points). For 
a small re ta il hardware store also doing 
a sheet metal business, prepare a clas­
sification of accounts a p p r o p r i a t e l y  
grouped and numbered.
Question No. 5 (W eight 15 points). Set 
up the necessary ledger accounts as of 
December 31, 1928, to properly record the 
follow ing facts in  connection w ith  the 
Delivery Equipment and related accounts 
w ith  especial reference to depreciation. 
L ife  of 4 years estimated in  a ll cases.
January 1, 1920—Purchased Truck No. 
1—Cost $2,000.
July 1, 1920—Purchased Truck No. 2— 
Cost $1,000 additional.
January 1, 1921—Purchased Truck No. 
3—Cost $1,500.
Ju ly 1, 1921—Purchased Truck No. 4— 
Cost $2,000.
dividend as charged to earned surplus 
by the issuing corporation not be used 
by the receiving corporation fo r the pay­
ment of cash dividends.
January 1, 1922—Purchased Truck No.
5—Cost $2,000.
January 1, 1922—Replaced Engine in  
Truck No. 2— $600. Extend life  2 years. 
January 1, 1924—Purchased T ruck No.
6—Cost $1,800. Replaces No. 1, which 
was, traded in  w ith  $300 allowance.
Ju ly 1, 1925—Purchased Truck No. 7— 
Cost $1,500. Replaces No. 3. Allowance 
$100.
January 1, 1926—Purchased Truck No.
8—Cost $1,500, additional.
January 1, 1927—Purchased Truck No.
9—Cost $1,800. Replaces No. 5. No al­
lowance.
January 1, 1928—Purchased T ruck No.
10—Cost $2,000. Replaces No. 4. No al­
lowance.
Also submit a depreciation schedule in 
a form  which provides fo r analysis fo r 
tax purposes and the proper booking of 
additions and replacements.
Question No. 6 (W eight 10 points). The 
Wisconsin Manufacturing Company has 
always followed the practice of inventory­
ing Finished Goods at Selling Price. The 
follow ing statement was prepared on th is  
basis and you are required to make the 
necessary corrections assuming the per­
centage of mark up fo r the current year 
is normal.
S ales ...........................  $712,600
R a w  M a te r ia l  used
a t  C os t .................  $308,920
L a b o r  a n d  F a c to r y
E xp e n se s  ............  413,218
T o ta l ...............  722,138
W o r k  in  P ro cess  a t  C os t—
O p e n in g  ...............$306,142
C lo s in g  .................  352,325
----------------  46,183
C o s t o f  G oods M a d e  675,955 
F in is h e d  G oods a t  S e llin g —
O p e n in g  ...............$124,729
C lo s in g  .................  436,932
----------------  312,203
----------------  363,752
G ro ss  P r o f i t  ............................................$348,848
Question No. 7 (Weight 15 points),
(a) A corporation owns a plot of land in 
a Wisconsin c ity  w ith  a frontage of 200 
feet. This is recorded on the company’s 
books at the cost price of $10,250. D i­
rectly adjacent to th is  plot and entering 
from  the street is a 10-foot alley-way in  
which the corporation had a one-half in ­
terest in  the form  of an easement cov­
ered by a t it le  guarantee policy given by
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a tit le  and trus t company. The purchase 
price included the easement. The cor­
poration found it did not own any in ­
terest in  the easement and collected from 
the trus t company as damages, net pro­
ceeds to the amount of $1,500 after de­
ducting attorney’s and survey expenses.
W hat disposition should be made of the 
$1,500 on the books of the company and 
what, i f  any, is the taxable income?
Would the fact that the plant land im ­
mediately adjacent to the alley was va­
cant fo r a sufficient distance to conven­
ien tly  perm it construction of a new en­
trance alter your decision? I f  so, why?
(b) Bonds amounting to $100,000 and 
bearing interest at 6 per cent were issued 
to finance the purchase of a plant site 
and the construction of a suitable build­
ing. The land cost $20,000 and the build­
ing  $180,000. I t  was exactly a year from 
the date the bonds were issued u n til the 
build ing was ready fo r occupancy. How 
should the interest charge be journal­
ized? Should any depreciation have been 
allowed during th is  period? I f  so, how 
should i t  have been journalized?
Question No. 8 (W eight 10 po in ts).
(a) Explain the use of a Reserve fo r 
Overhead (Factory Burden) and how 
such a reserve is created.
(b) Explain three methods of d is trib ­
u ting  burden to jobs.
(c) How are normal burden rates ob­
tained?
(d) W hat should be done w ith  the 
debit balance in  the Unabsorbed Burden 
Account at the end of the year?
Question No. 9 (W eight 10 points). The 
Home M ilk  Company purchased the plant 
of the Larson M ilk  Company fo r the pur­
pose of e lim inating competition. The 
purchase was fo r cash to the amount of 
$200,000. The Larson plant was closed as 
the capacity of the Home M ilk  Company 
was entire ly adequate to meet increased 
customers demands. However, the fo l­
low ing expenses were incurred at the 
Larson P lant:
P ro p e r ty  T a x e s  .......................................  $2,125.18
A sse ssm en t f o r  S tre e t Im p ro v e ­
m e n t ........................................................... 3,096.52
D e p re c ia t io n  a n d  re p a irs  .................  14,297.40
W a tc h m e n  ...................................................  4,100.00
How should these expenses be treated?
Question No. 10 (W eight 10 points). 
Outline a plan of procedure fo r obtaining 
d istribution or selling costs. The outline 
should be s im ila r to a general description 
of the accounting procedure required to 
determine manufacturing or production 
costs.
AU D IT IN G
(Time allowance 4 hours)
Question No. 1 (W eight 12 points). 
John Doe Bottling  Works started busi­
ness January 1, 1926. In  1928, an audit
by Wisconsin Tax Commission resulted 
in  additional income assessed fo r year
1926, of $2,676.89, and additional expense 
allowed fo r year 1927, of $550; both items 
being a d j u s t m e n t s  of depreciation 
charges appearing on the books in  these 
two years. Depreciation charges fo r 1928
The President hands you the following 
copy of the figures which his bookkeeper 
proposes to report as taxable profits to 
Wisconsin from sale of property in  1929:
C ash  R ece ive d  f r o m  S ale o f  p ro p ­
e r ty  ......................................................$150,000.00
Cost o f S a le :
A sse ts  ............................. $146,125.70
L ess  L ia b i l i t ie s  . . . .  30,361.01
--------------------  115,764.69
T a x a b le  P r o f i t  on  Sa le  o f P ro p ­
e r ty  ...................................................... 34,235.31
Disregarding any questions of adjust­
ments fo r accrued income taxes, prepare 
a statement showing taxable profit on 
sale.
Question No. 2 (W eight 10 points). A 
bakery operates 125 re ta il routes to 
homes throughout an entire city. Each 
driver of a re ta il route has a pocket-size 
ledger containing 150 pages; each page 
represents one customer and shows the 
itemized sales by products on each day 
of the month w ith  an extension of the 
total sales each day to the customer. The
were set up on the books in  accordance 
w ith  the tax auditor’s recommendation 
in  order to prevent fu ture  additional as­
sessments.
E arly  in  1929, the company sold a ll its  
assets and assigned its  liab ilities  to R ich­
ard Doe Company fo r $150,000 cash as 
of January 1, 1929.
credit department extends weekly or 
monthly credit to each customer or re­
quires cash daily. The ra ting  of the 
credit department is stamped on each 
account. The drivers collect many ac­
counts, w hile many accounts are paid 
direct to the office.
A t the end of each month the balance 
of the current pocket-size ledger is car­
ried forward in to  the new ledger fo r the 
fo llow ing month, the drivers using a new 
pocket-size ledger fo r each month. Briefly 
outline a system of checking the driver 
tha t would account fo r the merchandise, 
protect the accounts receivable and col­
lections and reduce fraud to a minimum. 
Do not draw up any forms.
Question No. 3 (W eight 12 points). 
You are sending a jun io r to La Crosse, 
W isc., from  your main office in  M il­
waukee to make your n in th  annual audit 
of the A, B, C, Butter Manufacturing 
Company.
B A L A N C E S H E E T S  P E R  B O O K S
D ec. 31, D ec. 31, D ec. 31,
1926. 1927. 1928.
A s s e ts :
C ash , A c c o u n ts  R e c e iv a b le  (n e t )  ............
N o te s  R e c e iv a b le  .............................................. $23,705.80 $25,310.40
In v e n to r ie s  ............................................................. 12,619.77 14,048.75
M a c h in e ry  a n d  E q u ip m e n t (n e t )  ............ 96,654.26 92,666.49
P re p a id  E x p e n s e  ................................................. 13,685.76 14,100.06
139.458.05 146,665.59 146,125.70
L ia b i l i t i e s :
A c c ru e d  T a xe s , W a g e s  a n d  S a la r ie s  . . .................................. 7,550.08 8,345.19 8,000.12
A c c o u n ts  a n d  N o te s  P a y a b le  .................... ..................................  25,367.81 21,600.05 22,360.89
C a p ita l S to c k  ........................................................ 100,000.00 100,000.00
S u rp lu s  .................................................................... 16,720.35 15,764.69
139,458.05 146,665.59 146,125.70
A N A L Y S IS  O F  S U R P L U S  
C re d its :  J a n u a ry  1, 1926 .......................................................................................
1926 P r o f i ts  .....................................................................................  $11,540.16
1927 P ro f i ts  .....................................................................................  15,680.19
1928 P ro f i ts  .....................................................................................  6,544.34
--------------------  $33,764.69
D e b i ts :
D e c e m b e r 31, 1926, D iv id e n d s  ............................................  5,000.00
D e ce m b e r 31, 1927, D iv id e n d s  .............................................. 5,500.00
D e ce m b e r 31, 1S28, D iv id e n d s  ..............................................  7,500.00
--------------------  18,000.00
B a la n c e  D e ce m b e r 31, 1928 ...................................................  15,764.69
R E C O N C IL IA T IO N  O F  B O O K  P R O F IT S  W I T H  T A X A B L E  IN C O M E  R E P O R T E D  I N  
W IS C O N S IN  IN C O M E  T A X  R E T U R N S
1926. 1927. 1928.
N e t B o o k  In c o m e  T ra n s fe r re d  to  S u rp lu s  .................... . . .  $11,540.16 $15,680.19 $6,544.34
A d d — A d d it io n s  to  R ese rve  fo r  B a d  D e b ts  .................... 1,788.56 1,343.65 1,000.00
P re m iu m s  P a id  on  L i f e  In s u ra n c e  on O ffice rs  . . . 4,300.00 4,300.00
17.629.72 21.323.84 11.844.34
D e d u c t— B a d  D e b ts  C ha rg e d  o ff  .......................................... 1,256.80 1,540.37
T a x a b le  In co m e  ....................................................................... 17,629.72 20,067.04 10,303.97
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Prepare a lis t of the schedules you 
wish the jun io r accountant to bring back 
to the Milwaukee office so tha t you can 
prepare the State and Federal in ­
come tax returns w ithout the necessity
of long distance telephoning or possibly 
another tr ip  to La Crosse.
Question No. 4 (W eight 15 points). 
The fo llow ing Balance Sheet was taken 
from  the books of the Zero Cold Storage 
Company December 31, 1925:
A s s e ts :
C ash  o n  H a n d  a n d  in  B a n k  (O . D .)  ................................  $13.75
T ra d e  A c c o u n ts  R e c e iv a b le  ...................................................  37,944.48
In v e n to r ie s  ............................. .........................................................  262.32
B u i ld in g  .......................................................................................................  83,801.51
M a c h in e ry  a n d  E q u ip m e n t ........................................... ...................  6,493.45
90,294.96
L ess— R ese rves  f o r  D e p re c ia t io n  ..............................................  15,706.13
(3  p e r  c e n t B ld g ., 10 p e r  c e n t M a c h 'y  a n d  E q u ip ’ t )  . . . .  74,588.83  
L a n d  .............................................................................................................  3 ,188.92
P re p a id  E xp e nse s  ................................................................................
T o ta l  A sse ts  ............................................................................
L ia b i l i t ie s  a n d  N e t W o r t h :
N o te s  P a y a b le  ................................................................................  11,300.00
T ra d e  A c c o u n ts  P a y a b le  a n d  T a x e s ..................................  15,830.99
A c c ru e d  In te re s t  ........................... ................................................ 36.86
M o r tg a g e  N o te s  ..............................................................................
S to c k  S u b s c rip tio n s  P a id  ...................... .................................  460.00
U n e a rn e d  R e n t ................................. ...........................................  1,733.33
C a p ita l S to c k  O u ts ta n d in g  ...................................................... 53,000.00
S u rp lu s  .....................................................  .....................................  22,545.01
T o ta l L ia b i l i t ie s  a n d  N e t W o r th  ................................
P r o f i t  a n d  L oss  S ta te m e n t fo r  1925 w a s  as fo l lo w s :
In c o m e :
C o ld  S to ra g e  ....................................... ...........................................
R e n ta ls  ...............................................................................................
M is c e lla n e o u s  ...................................................................................
E x p e n s e s :
S a la r ie s  a nd  W a g es  ..................................................................
T a xe s  ....................................................................................................
In te re s t  ...............................................................................................
D e p re c ia t io n  ...................................................................................
In s u ra n c e  ..........................................................................................
P o w e r, W a te r , F u e l, L ig h t  ...................................................
M is c e lla n e o u s  ...................................................................................
1925 P r o f i t  ...................... .........................................................
$38,193.05
77,777.75
1,202.07
27,167.85
12,266.68
2,193.33
75,545.01
$25,599.99
2,408.81
41.37
13,810.00
2,409.40
675.00
3.163.39
182.94
4,333.45
284.93
$117,172.87
117,172.87
$28,050.17
24,859.11
-3,191.06
Your Junior. Accountant assigned to 
the audit reports the follow ing facts on 
January 20, 1926:
(a) The Petty Cash Fund of $100.00 
contained, on December 31, 1925, a 
$37.50 check marked “ Insufficient Funds,”  
signed by one of the company’s cus­
tomers and dated February 21, 1924; an­
other check by a customer dated January
10, 1926, fo r $50.09 was also included in  
the petty cash; balance of fund of $12.41 
was in  currency.
(b) Company had declared on Decem­
ber 1, 1925, the ir customary 10 per cent 
annual dividend on the $53,000 par com­
mon stock to stockholders of record of 
December 31, 1925, payable on February
1, 1926, one-half in  cash and one-half in  
common stock.
(c) Payroll checks tota ling $675.00, 
dated January 5, 1926, were entered on 
the books December 31, 1925; these 
checks were listed as outstanding in  the 
bank reconciliation and constituted pay­
ment fo r wages fo r last ha lf of  Decem­
ber 1925; employees are paid on 5th and 
20th of month.
(d) Miscellaneous income of $41.37 in
1925, constituted the receipts from the 
sale of a ro ller conveyer scrapped in  
December, 1925; conveyer cost $250.00 in 
February, 1922.
Prepare any Journal entries necessi­
tated by the above facts.
Prepare a very brief reply to the ques­
tion of the Secretary-Manager that he 
would like  to know why they have to 
borrow money at the bank to pay d iv i­
dends when they are making money 
every year.
Question No. 5 (Weight 12 points). A 
bank has loaned $25,000.00 to the John 
Jones Company, reta il jewelers. The com­
pany has found i t  impossible to reduce 
t he bank loans. The bank submits the 
fo llow ing statements to you and requests 
a report on what changes the Company 
should effect in  order to strengthen the ir 
financial position. I t  is admitted that 
no more capital stock can be sold. State 
briefly the three most important recom­
mendations.
Sales :
W a tc h  D e p a r tm e n t ....................................................................
P la t in u m  G oods D e p a r tm e n t ..............................................
N o v e lty  D e p a r tm e n t ..................................................................
C os t o f  G oods S o ld :
W a tc h  D e p a r tm e n t ....................................................................
P la t in u m  ..........................................................................................
N o v e lty  D e p a r tm e n t ..................................................................
G ross P r o f i t  ....................................................................
E x p e n s e s :
R e n t ....................................................................................................
S a la r ie s  a n d  W a g es  ..................................................................
D e p re c ia t io n , In s u ra n c e , T a xe s , G e n e ra l E xpenses  
R e p a ir  D e p a r tm e n t (S a le s  d e d u c te d ) N e t .................
Y e a r 1927. Y e a r  1928.
$28,755.50 
55,380.90 
15.845.63
16,640.5 0 
42,855.00 
8,040.75
5,000.00 
17,850.50  
5,423.6 8 
1,675.80
$99,982.03
67,536.25
32,445.78
29,949.98
$28,640.00
56,920.70
16,989.90
21,102.40
43,259.20
8,477.40
5,000.00
16,540.00
4,801.67
1,850.60
$102,550.60
72,839.00
29,711.60
28,192.27
N e t P r o f i t 2,495.80 1,519.33
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BALANCE SHEETS
 ASSETS January 1, 1927 December 31, 1927 December 31,  1928
Current Assets:
Cash ................................................
Accounts Receivable ...............
Inventories: Watch ..................
Platinum .............
Novelty ...............
Fixed Assets
Fixtures (Less Res’vs Dep.) . .
Other Assets.
Prepaid Items . . ........................
Total Assets ........................
LIABILITIES
Current Liabilities:
Notes Payable ............................
Accounts Payable ......................
Net Worth
Capital Stock ..............................
Surplus .........................................
Total Liabilities . . . . . . . .
$12,687.00
31,850.00
4,675.50
$1,500.75
34,875.50
49,212.50 85,588.75
8,750.10
651.15
94,990.00
35,655.75
59,334.25
94,990.00
$13,005.50
32,910.00
5,015.20
$1,275.53
35,150.65
50,930.70
$25,000.00
8,977.68
55,000.00
6,830.05
87,356.88
7,890.10
560.75
95,807.73
33,977.68
61,830.05
95.807.73
$25,000.00
10,655.75
55,000.00
4,334.25
$13,675.50
35,350.00
5,455.15
$1,075.09
36,061.45
54,480.65
$25,000.00
10.888.41
55,000.00
8,349.38
91,617.19
7,030.10
590.50
99,237.79
35,888.41
63,349.38
99,237.79
Question No. 6 (Weight 15 points). An 
owner of a chain of three drug stores 
submits the below comparative state­
ments to your client for the information 
of your client who is considering pur­
chasing the three stores. The statements 
were prepared by the bookkeeper. The 
owner of the stores is a man of unques­
tioned honesty. Are the statements, on 
their face, reliable? Why?
Store No. 1 :
Sales ...................................
Less Cost of Sales . . . .
Gross Profit ....................
Expenses :
Wages and Salaries . . . .
Rent ...................................
Depreciation ........... ..
General Expenses ...........
Total Expenses . . . . . .
Net Profit No. 1 . . .
Store No. 2 :
Sales ...................................
Less Cost of Sales . . . .
Gross P ro f it ......................
Expenses:
Wages and Salaries . . .
Rent ...................................
Depreciation ....................
General Expenses...........
Total Expenses .........
Net Profit No. 2 . . .
Store No. 3:
Sales ...................................
Less Cost of Sales . . . .
Gross Profit ....................
Expenses:
Wages and Salaries . . .
Rent ...................................
Depreciation ....................
General Expenses...........
Total Expenses .........
Net Profit No. 3 . . .
Jan. 1929 
$4,138.97 
2,855.89
1,283.08
555.00
215.00 
91.33
213.50
1,074.83
208.25
4,438.20
3,062.42
1,375.78
594.80
175.00 
75.13
257.53
1,102.46
273.32
3,262.18
2,250.81
1,011.27
449.60
222.50 
72.71
198.65
943.46
67.81
Feb. 1929 
$3,631.85 
2,505.98
1,125.87
571.75
215.00 
91.33
180.50
1,058.58
67.29
3,774.09
2,604.12
1,169.97
567.89
175.00 
75.13
226.18
1,044.20
125.77
3,201.85
2,209.28
992.57
533.94
222.50 
72.00
169.87
998.31
— 5.74
March 1929 
$4,284.99
2,956.64
1,328.35
713.25
215.00 
91.33
203.10
1 ,2 2 2 . 6 8
105.67
4,154.68
2,866.73
1,287.95
742.87
175.00 
75.13
235.40
1,228.40
59.55
3,701.59
2,554.10
1,147.49
558.55
222.50
72.00
191.33
1,044.38
103.11
Question No. 7 (Weight 12 points). A 
wholesale company distributes exclusive­
ly butter, eggs and cheese to city stores. 
It has a good sized investment in a plant 
in which eggs are candled,  graded and 
packaged; butter is purchased in bulk, 
cut up into half pound and pound units 
and wrapped and placed in cartons; 
cheese is purchased in bulk and packed 
into quarter and half-pound units.
No cost system is in use. Sales, are 
not segregated into butter, cheese and 
eggs, but show as one total in one sales 
account. Expenses are classified on the 
book as General, Delivery, Plant, and 
Purchases of merchandise.
In the course of your audit you dis­
cover that the finished products inven­
tory is priced at selling prices. How 
would you approximate the cost valua­
tion of the inventory from the records 
as kept in the General Ledger? What 
would you have to assume in order to 
have this calculation reliable?
Question No. 8 (Weight 12 points). 
Roe, Doe, Smith, Brown, and Jones 
organize the Cub Department Store to  
retail dry goods. It has an authorized 
capital of 1,000 shares 7 per cent—$100 
par preferred and 1,000 shares of no par 
common.
Every share of preferred carries with 
it one bonus share of the common.
Subscriptions on January 1, 1929, were 
as follows at 101.—per unit:
Roe, 100 shares; Doe, 150 shares; 
Smith, 200 shares; Brown, 50 shares; 
Jones, 125 shares.
On January 2, 1929, Roe gave a $10,201 
note due in 60 days with interest at 7 
per cent after due date in payment of 
his subscription; Doe paid $5,000 cash to 
apply on his account; Smith gave the 
company a bill of sale to merchantable 
goods with a cost value of $18,756.25, but
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with an agreed net sales value of $22,-
506.00 in full payment for his shares; 
Brown assigned his lease on the entire 
first floor of the Rutgers Building to the 
company as full payment of his subscrip­
tion (lease expires on January 1, 1938); 
Jones paid his subscription in cash.
On January 3, 1929, stock was issued 
to all subscribers for the full amount of 
their subscription.
January 17, 1929, Doe paid $10,175.38 
cash in full payment for his shares.
February 2, 1929, the $10,201 note was 
discounted at the bank, proceeds being 
$10,150.
February 5, 1929, order for $50,000.00 
merchandise was signed, accompanied by 
$10,000.00 down payment, goods to be de­
livered in time for opening February 15, 
1929; unpaid balance of $40,000 was to be 
billed as of April 1, 1929—2 per cent 
cash, net 10 days. In order to secure 
this credit for the Cub Company, Mr. 
Jones gave his personal note for $40,-
000.00 bearing no interest and due April
10, 1929, to the S. C. Wholesale Company. 
Mr. Jones took a similar note from the 
Cub Company.
February 12, 1929, the new merchan­
dise was received and on February 14, 
$1,250.00 was rejected and returned be­
cause it did not meet specifications.
Journalize above transactions in the 
order of their occurrence for the purpose 
of setting up the Ledger as of February 
15, 1929, date of opening up the new 
business. Do not show the Ledger Ac­
counts.
PROBLEMS— PART I
(Time allowance 4 hours) 
Problem No. 1 (Weight 25 points). 
Following is a financial statement of the 
Wisconsin Manufacturing Company in 
Receivership, showing a special grouping 
o f assets and liabilities.
FINANCIAL STATEMENT—Dec. 31, 1928 
A ssets  
Cash in Bank and on
Hand ........................  $9,850.00
Unencumbered A sse ts:
Accounts Receivable. $12,785.00
Inventories ...............  26,800.00
----------------  39,585.00
Mortgaged A ssets:
Land ............................  25,000.00
Building ......................  150,000.00
Less Reserve for De­
preciation ...............  34,246.00
----------------  115,754.00
Furniture and Equip­
ment ........................  264,790.00
Less Reserve for De­
preciation ...............  71,294.00
----------------  193,496.00
Unexpired Insurance. 975.00
Other A ssets:
Bond discount and
expense— 1st m tg.. 4,600.00 
Bond discount and
expense—2d mtg. . 6,000.00
----------------  10,600.00
Total Assets ......... 395,260.00
Liabilities 
Unsecured Claims:
Notes Payable .........  10,000.00
Accounts Payable 4,500.00
14,500.00
Mortgage Indebtedness:
F irst Mtg. Bonds 6% 100,000.00 
Accrued interest 4-1-
28 to 12-31-28 . . .  4,500.00 
Second Mtg. Bds. 7% 150,000.00 
Accrued interest 4-1-
28 to 12-31-28 . . .  7,875.00
262,375.00
Receiver’s Liabilities—  
Preferred C laim s: 
Accounts Payable . .  
Other Preferred Claims:
Accrued Taxes .........
Accrued Wages —  
one week ...............
1,115.00
2,400.00
460.00
3,515.00
Total Liabilities . . . .
N et Worth 
Receiver’s Equity Account
280,850.00
114,410.00
Total Liabilities and Net Worth 395,260.00
Transactions after December 31, 1928:
1. The receiver was ordered to sell the 
property, and on March 31, 1929, the Fed­
eral Court approved the sale to E. B. 
Jones, of the unemcumbered assets for 
$25,000 and of the mortgaged assets for 
$220,000. Sale was made as of December 
31, 1928, and all receipts and disburse­
ments since that date pertaining to the 
assets sold are to be credited or charged 
to the purchaser’s account by the re­
ceiver. The $220,000 alone is to be used 
to pay mortgage indebtedness. The $25,-
000 is to go into the general fund from 
which all other disbursements are made, 
and the residue of which will be paid to 
the unsecured creditors. The second 
mortgage bonds have an unsecured claim 
for the balance by which the $220,000 
fund fails to pay their principal and in­
terest after the first mortgage bonds and 
interest have been paid in full.
2. Collections of $8,765 made on ac­
counts receivable.
3. Court sets fees as follows: Receiver, 
$1,500; Receiver’s accountants, $800; Re­
ceiver’s Counsel, $1,000.
4. Receiver’s accounts payable, fees 
and other preferred claims are paid.
5. Interest on all bonds is to run only 
to the date of the Court’s approval of the 
sale of the property.
6. E . B. Jones delivers as initial pay­
ment on the purchase of the property, 
$95,000 in cash, $50,000 par value first 
mortgage bonds and $100,000 second 
mortgage bonds all of the Wisconsin 
Manufacturing Co., and having all un­
paid interest coupons attached.
7. Paid for emergency building repairs 
of $426 and renewal of fire insurance 
policies of $213.
8. The first mortgage bonds and in­
terest are paid in full, and the secured 
claim of the second mortgage bonds and 
interest is paid.
9. The cash account is closed by a re­
ceipt or disbursement to close E. B. Jones’ 
account and by payments to the unse­
cured creditors.
Required:
1. Journal entries with. brief explana­
tions to record above transactions.
2. Journal entries to close the receiver­
ship books.
3. Statement showing calculation of 
percentage paid on unsecured claims.
4. What was the total amount received 
by a second mortgage bondholder for a 
$1,000 bond with all unpaid interest 
coupons attached?
5. Receiver’s charge and Discharge 
Statement to the Court.
6. Cash Statement from January 1,
1929, to close of receivership in sufficient 
detail to present to the court.
Problem No. 2 (Weight 20 points). The 
Independent Cooperative Company of 
Green Bay, Wisc., operates a meat mar­
ket and a produce business in Milwaukee, 
and a cold storage warehouse in Madison. 
A small amount of consignment business 
is done in Green Bay. Books are closed 
quarterly. Attached are the trial balances 
March 31, 1929, for the two branches and 
the head office.
Prepare working sheets from these 
tria l balances. Transfer the net operating 
results of each branch to the Green Bay 
Head Office work sheet in total.
INDEPENDENT COOPERATIVE 
COMPANY
Green Bay Head Office Trial Balance 
March 31, 1929
Debit 
$739.47 
447.50
50,770.00
1,050.00
1,057.80
1,275.00
5,572.65
63,697.66
Credit
179.14
1,196.87
293.00
800.00
51,230.00
183,800.00
112,072.50
900.00
100.00
248.46
123.57
555.60
238,054.61 238,054.61
Bank Cash ....................
Accounts Receivable . .  
Capital Stock Subscrip­
tion Notes Receivable 
Contracts Receivable . .  
Office Furniture and
Fixtures ......................
Office Furniture a n d  
Fixture Reserve Dpr.
Auto Account .............
Auto Reserve Depre­
ciation ........................
Milwaukee Branch . . .
Madison Branch .........
Accounts Payable . . . .
Notes Payable .............
Stock Notes Subscrip­
tions .............................
Capital Stock Issued..
Surplus ............................
Salary ...............................
Office R e n t ......................
Traveling and Auto E x­
pense ..........................
Miscellaneous Expense. 
Commissions ..................
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C re d it
$6.67
Depreciation rates: Furn itu re  and F ix ­
tures 10 per cent; auto 20 per cent. Stock 
Notes a ll past due; statute of lim ita tions 
has expired on many and the manage­
ment has given up as a had job the mat­
te r of collections. On March 30, 1929, a 
check was issued fo r $16.38 fo r renewal 
of insurance policy on Madison Branch 
Build ing, which expired A p ril 2, 1929. A  
check was drawn March 31, 1929, fo r 
$300 and forwarded that day to the M il­
waukee Branch fo r increasing the M il­
waukee Bank account. Office rent is 
$75.00 per month.
IN D E P E N D E N T  C O O P E R A T IV E  
C O M P A N Y
M ilw a u k e e  B ra n c h  T r ia l  B a la n c e  
M a rc h  31. 1929
D e b it
B a n k  C ash  .........................
P e t ty  C ash  ......................  $115.00
A c c o u n ts  R e c e iv a b le  . .  1,738.56  
P ro d u c e  D e p a r tm e n t
In v e n to r y  . . .  ............... 164.96
V l ie t  S tre e t M a rk e t
In v e n to r y  ......................  163.49
V l ie t  S tre e t M a rk e t
S u p p lie s  In v e n to r y  . .  33.38
V l ie t  S tre e t M a rk e t
F ix tu r e s  ......................... 2,554.50
V l ie t  S t. M a r k e t  F i x ­
tu re s  R e se rve  D e p .. .
M ilw a u k e e  O ffice  F i x ­
tu re s  ................................ 551.90
M ilw a u k e e  O ffice  F i x ­
tu re s  R e se rve  D e p . . .
A u to  T ru c k s  .................... 566.10
A u to  T ru c k s  Res. D ep.
P re p a id  In s u ra n c e  . . . .  123.53
P re p a id  R e n t .................  105.00
A c c o u n ts  P a y a b le ..........
N o te s  P a y a b le  ...............
G re e n  B a y  H e a d  O ffice  
R ese rve  f o r  T a x e s  . . . .
P ro d u c e  D e p t. P u r ­
chases ...........................  11,058.48
P ro d u c e  D e p t. L a b o r . . 1,350.00  
P ro d u c e  D e p t. S u p p lie s
a n d  E xp e n se s  ............. 260.45
V l ie t  M a r k e t  P u rc h a s e s  6,192.62  
V l ie t  M a r k e t  L a b o r  . . .  960.50 
V l ie t  M a r k e t  S u p p lie s  &
E xp e nse s  ......................  172.16
V l ie t  M a rk e t  P r o f i t  a n d
L o s s  A c c o u n t ............. 80.54
P ro d u c e  D e p t. P r o f i t  
a n d  L o s s  A c c o u n t . .  89.29
P ro d u c e  S a les .................  11,914.53
V l ie t  S a les ......................... 7,534.50
373.10
84.10
378.55
151.65
500.00
5,147.28
11.50
26,191.17 26,191.17
Inventories March 31, 1929; Produce 
D e p a r t m e n t ,  $245.36; V lie t Market, 
$150.09; V lie t Market Supplies, $10.50. On 
February 27, 1929, payment of $125.37 
was made on C. O. D. package of auto re­
pa ir parts for the Head Office at Green 
Bay, which was sent by mistake to the 
Milwaukee Branch. On January 10, 1929, 
payment of $80.54 was made fo r Christ­
mas shipment of turkeys received on De­
cember 21, 1928, the invoice on same hav­
ing been lost in  the mails; payment 
charged to V lie t Market P rofit and Loss 
Account. A  check of $89.29 was re­
ceived January 2, 1929, fo r commission 
on consignment of Christmas poultry sold 
by the Produce Department; th is check 
was credited to Produce P. and L. Ac­
count. Depreciation rates: fixtures 10 
per cent; auto 25 per cent. Insurance ex­
pense fo r the period, $39.46. Rent ex­
pense is $35.00 per month, and is paid 
up u n til Ju ly 1.
IN D E P E N D E N T  C O O P E R A T IV E  
C O M P A N Y
M a d is o n  B ra n c h  T r ia l  B a la n c e  
M a rc h  31. 1929
D e b it
G re e n  B a y  H e a d  O ffice
L a n d  .....................................  $3,000.00
B u ild in g s  ...........................  83,745.39
S u p p lie s  In v e n to r y  . . .  242.83 
O ffice  F u r n it u r e  a n d
F ix tu r e s  ......................... 457.75
M o r tg a g e  (5 %  in te re s t  
J u n e  15 a n d  D ec. 1 5 )
A c c ru e d  In te re s t  ..........
C it iz e n s  B a n k  .................  1,533.83
In s u ra n c e  p re p a id  . . . .  287.29  
A c c o u n ts  R e c e iv a b le  . .  453.56 
S u p p lie s  a n d  E x p e n s e . . 32.85
L ig h t ,  P o w e r, W a te r . .  426.95
L a b o r  ................................... 964.99
P ro p e r ty  ta x e s  ...............  375.00
In s u ra n c e  expense  . .  ...............19.27 
C o n s ig n m e n t C o m m is ­
s io n  ..................................
R e n ta ls  ................................
C o ld  S to ra g e  In c o m e  .
P e t ty  ca sh  ......................  19.75
A c c ru e d  T a x e s  ...............
R e se rve  D e p re c ia t io n  
F u r n it u r e  &  F ix tu r e s  
R e se rve  D ep. B u ild in g s
C re d it
$63,133.33
16,866.68
36.86
469.21
3,664.66
875.90
375.00
230.99
5,906.83
91,559.46 91,559.46
March 31, 1929, inventory supplies, 
$192.83; prepaid rentals totaled $1,265.42; 
insurance expense fo r the period, $76.43; 
on March 31, 1929, a check fo r $547.95 
was mailed to the Head Office at Green 
Bay to help build up the Head Office 
Cash. Depreciation rates: Fixtures, 10 
per cent; Buildings, 1 per cent.
PROBLEMS— PAR T I 
(Time allowance 5 hours) 
Problem No. 3 (W eight 25 poin ts ).
I n v e s t m e n t  T r u s t  a n d  S u b s id ia r y  
C o r p o r a t i o n  
You are given the tr ia l balance as of 
September 30, 1929, of two corporations, 
an investment trust and its  subsidiary. 
The subsidiary is a close corporation and 
acts as fiscal agent and as manager fo r 
the investment trust, as well as doing a 
general business w ith  the public as in ­
vestment counsel and dealer and broker 
in  investment securities.
The subsidiary receives compensation 
in the form  of commissions on the selling 
price of the Investment T rust Corpora­
tion ’s stock, fo r the sale of which i t  has 
an exclusive contract. I t  also receives 
compensation in  the form  of a manage­
ment fee fo r managerial services, under 
a contract provid ing fo r a monthly fee 
based on a percentage of the investment 
tru s t’s capital stock outstanding.
Both corporations began business Jan­
uary 1, 1929, and the ir fiscal years end 
December 31. Both companies ascertain 
the ir profits m onthly and you may as­
sume tha t a ll necessary adjustments to 
pro-rate fo r the nine months’ period have 
been made. Profits of the subsidiary have 
not been taken up on the books of the 
parent company.
You are required to prepare balance 
sheet and profit and loss statement fo r 
the Investment Trust Corporation, g iv­
ing such effect as you consider proper to 
its 75 per cent ownership of the Invest­
ment Managers Company.
Also prepare data which you would 
consider appropriate to be used in  a le t­
te r to stockholders, showing the earn­
ings fo r the current year to date and the 
value per share of common stock of the 
Investment T rust Corporation outstand­
ing at September 30, 1929.
IN V E S T M E N T  T R U S T  C O R P O R A T IO N  
T R IA L  B A L A N C E
S e p te m be r 30, 1S29
 D e b it  C re d it
C ash  in  b a n k s  .......................................................................................... ................... $110,342.90
A cco u n ts  re c e iv a b le — b ro k e rs  ............................................................................ 149,580.20
S to c k h o ld e rs  n o te s  (se cu re d  b y  C o m p a n y ’s s to c k )  .............................  1,118,962.70
S to cks  a n d  b on d s  held  f o r  in v e s tm e n t ( a t  c o s t)  ..................................  7,748,477.70
A d ju s tm e n t a c c o u n t to  re f le c t m a rk e t  v a l.  o f  in v e s tm e n t s e c u r it ie s  806.967.30  
In v e s tm e n t in  s u b s id ia ry  c o m p a n y — 75%  o f  c a p ita l  s to c k  o f
In v e s tm e n t M a n a g e rs  C o m p a n y  ........................................................... 300,000.00
A c c ru e d  in te re s t  o n  s to c k h o ld e rs  n o te s  ...................................................  14,073.52
A c c ru e d  in te re s t  on  b o n d  in v e s tm e n ts  ...................................................... 9,768.38
A c c o u n ts  p a y a b le — b ro k e rs  ................................................................................  $122,391.04
A c c o u n ts  p a y a b le  In v e s tm e n t M a n a g e rs  C o m p a n y  ...........................  28,659.14
N o te s  p a y a b le — b a n k s  ..........................................................................................  700,000.00
A c c ru e d  in te re s t  o n  b a n k  lo a n s  ....................................................................... 3,106.42
R ese rve  f o r  a c c ru e d  d iv id e n d s  on  p re fe rre d  s to c k  ........................... 64,305.00
R ese rve  f o r  c u r re n t  y e a r  in co m e  ta x e s  ......................................................  70,000.00
P re fe r re d  s to c k  a u t h o r i z e d ..................................................................................  6,000,000.00
P re fe r re d  s to c k  u n s u b s c rib e d  .........................................................................  618,163.00
C om m o n  s to c k  a u th o r iz e d  ...................................................................................  600,000.00
C om m o n  s to c k  u n s u b s c rib e d  ..............................................................................  79,210.00
P a id  in  s u rp lu s  (p re m iu m s  on  sa le  o f  co m m on  s to c k )  ........... . 2 ,316,560.00
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Surplus from appreciation of investment securities
Preferred stock dividends declared ............................
Provision for accrued preferred stock dividends . . .
Dividends on stocks held for investment .....................
Interest on bonds held for investment ........................
Interest on stockholders notes .....................................
Dividends from subsidiary company ..........................
Profit on sales of securities ..............................................
Profit on sales of stock rights .....................................
Management fees to Investment Managers Company
Documentary stamps on stock issued ............................
Interest expense ......................................................................
Provision for current year income taxes ....................
Organization expense ...........................................................
Commission on sales of capital stock ..........................
806,967.30
96,837.80
64,305.00
55,993.70
2,936.00
22,997.20
70,000.00
14,800.00
256,146.50
130,711.00
12,239.45
54,913.70
37,500.00
515,758.35
76,450.50
11,539,561.90 11,539,561.90
INVESTMENT MANAGERS COMPANY 
FISCAL AGENTS FOR INVESTMENT TRUST CORPORATION 
TRIAL BALANCE 
September 30, 1929
Debit
■Cash in banks ................................................................................................ $115,512.80
Imprest fund .................................................................................................. 1,000.00
Accounts receivable— customers ............................................................. 570,279.16
Accounts receivable— brokers ...................................................................  17,962.30
Accounts receivable—Investment Trust Corporation ....................  28,659.14
*Securities purchased for resale (at cost) .......................................... 83,611.70
Memberships in stock exchanges ........................................................... 221,032.00
Office equipment ...........................................................................................  26,775.40
Reserve for depreciation of office equip m ent.......................................
Prepaid insurance and bond premiums ................................................  11,707.00
Accounts payable—brokers ........................................................................
Notes payable — banks .............................................................................
Salesmen’s commissions payable ...........................................................
Reserve for current year income t a x e s ..................................................
Capital stock authorized and outstanding ...........................................
Dividends declared .......................................................................................  50,000.00
Profits on sales of securities ......................................................................
Profits from syndicate participations ....................................................
Brokerage and investment counsel fees earned .................................
Management fees from Investment Trust Corporation .................
Commissions earned on sales of Investment Trust Corp. s to c k ..
Income from dividends on stocks ...........................................................
Income from interest on accounts receivable .....................................
Salesmen’s salaries and commissions ..................................................  98,397.30
Advertising ............. ........................................................................................  9,860.10
Miscellaneous selling expense .................................................................  3,216.60
Statistical department salaries ............................................................. 21,600.00
Statistical department expenses ........... .................................................  11,172.50
Salaries of executive officers ...................................................................  44,500.00
G eneral office salaries ................................................................................  70,907.20
General office supplies and expenses ......................................................  9,158.60
Postage ..............................................................................................................  2,410.00
Telephone and telegraph ................................................................... .. 4,425.30
Depreciation of office equipment ............................................................. 2,008.15
Insurance and bonds ................................................................................  3,384.20
Rent .....................................................................................................................  9,000.00
Miscellaneous general expenses .......................... . ................................  6,567.36
Interest expense ...........................................................................................  12,997.79
Provision for current year income taxes ............................................ 36,000.00
Credit
$6,426.70
44,983.00
235,000.00 
37,200.40 
36,000.00
500,000.00
65,624.70 
106,084.00 
105,041.80
55,993.70 
256,146.50
2,367.50
21,276.30
* Market value September 30, 1929— $88,460.00
1,472,144.60 1,472,144.60
The Urban Water Co. was organized 
on November 15, 1928, with authorized 
capital stock of $25,000 of which 50 per 
cent was subscribed and 20 per cent was 
paid for in cash. The company also 
authorized the issue of $40,000 in bonds 
to  be dated December 1, 1928, and to bear 
interest at 6 per cent. The bonds are to 
he secured by property about to be ac­
quired.
As of December 1, 1928, the Urban
Water Co. bought all of the assets, in­
cluding cash, of the Deep Rock Water 
Co. In consideration, the Urban Water 
Co. issued its bonds at par and the re­
maining $12,500 of its stock to the Deep 
Rock Water Co. and assumed the liabil­
ities.
The officers of the Urban Water Co. de­
posited the cash of $5,000 received on 
the original stock issued and paid there­
from the interest on the bonds on June
1, 1929. They also took care of the is­
suance of the bonds and the stock, but 
gave no attention to accounting records. 
They did, however, engage the same book­
keeper who had been employed by the 
Deep Rock Water Co., and left him to 
his own resources. The bookkeeper, 
without instructions, continued the old 
books without adjustment just as though 
nothing had taken place other than the 
ordinary operations. He was given no 
information as to the matters handled 
by the officers, and, hence he did not 
record them.
You are given the following facts and 
instructions:
1. Three trial balances, November 30,
1928, December 31, 1928, and July 31,
1929, as taken from the one set of rec­
ords, which were those of the Deep Rock 
Water Co.
2. The liability “Contributions for Ex­
tensions” applies to the plant and equip­
ment and must follow that property with­
out adjustment.
3. The depreciation and taxes shown 
are correct for the new company as well 
as the old.
4. Treat the deal for the property as 
a sale by the original company with a 
profit or loss to the selling company, but 
do not attempt to compute any income 
taxes either on the deal or on the 
ordinary annual profit.
5. The income and expense accounts 
were closed on December 31, 1928, by the 
bookkeeper as though no sale had been 
made.
6. The Urban Water Co. will show the 
current assets and the Iiabilties at the 
values shown on the books of the old com­
pany, and the fixed assets at their pur­
chase price. Such purchase price will be 
apportioned to the several fixed assets in 
the same relation as they appeared on 
the old books at the date of purchase 
without regard to depreciation.
You are required as of July 31, 1929, to:
1. Show by journal entry or entries the 
elimination from the books of the Deep 
Rock Water Co., the transactions of the 
Urban Water Co., which have been re­
corded in error.
2. Give the journal entries to record 
the deal on the books of the Deep Rock 
Water Co., and state the final Surplus of 
that company.
3. Give the trial balance of the Urban 
Water Co. on July 31, 1929, showing a 
balance in Surplus and the income and 
expense accounts for the seven months 
of 1929. (You may use a work sheet to 
show this if you desire).
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THE DEEP BOCK WATER COMPANY AND URBAN WATER COMPANY 
Trial Balances from Old Books
Cash in bank ..................................................
Petty cash ...................................................... .
Accounts receivable .......................................
Materials on hand at dates given .............
Land ...................................................
Buildings .............................................................
Pumping equipment ........................................
Water Mains ....................................................
Hydrants .............................................................
Service connections .........................................
Consumers meters .........................................
Other equipment ..............................................
Reserve for depreciation ............................
Accounts payable ............................................
Services billed in advance ............................
Accrued property taxes .................................
Contributions for extensions ......................
Capital stock ....................................................
Surplus ...............................................................
Metered sales ....................................................
F lat rate sales ................................................
Fire protection service ...................................
Miscellaneous revenue ...................................
Electric power purchased ............................
Pumping superintendence and labor
Pumping supplies and expense .................
Distribution superintendence and labor . .
Distribution supplies and expense ...........
Commercial labor .........................................
Commercial supplies and expense .............
Transportation expenses .............................
Miscellaneous general e x p e n se ....................
Depreciation ......................................................
Taxes ...................... .............................................
Totals ...........................................................
November 30, 1928 
$824.53 
75.00 
686.30 
85.92
1,431.96
9,581.61
7,249.68 
25,510.75
1,117.26 
4,821.92
2,697.30
380.52
1,281.03 
620.99
54.20
260.50
55.20
1,109.06
57.83
45.60
80.65
825.00
1,375.00
60,227.81
$7,131.36
106.15
343.15
1.375.00
2,778.00 
30,000.00
8.965.90
3,345.55
3,545.52
2,601.83
35.37
1,401.30
689.90
61.82
286.05
63.62
1.178.06
70.33
61.65
95.25
900.00
1,500.00
62,199.19
July 31, 1929 
$2,737.52
75.00
242.01
75.59
1,931.96
10,081.61
7,449.68
25,648.49
1,178.26
4,950.64
2,760.30
380.52
December 31, 1928 
$1,244.12
75.00
1.482.95 
62.95
1.431.96
9,581.61
7,299.68
25,600.57
1.178.26
4.842.29
2,710.30
380.52
$7,731.36
126.48
488.02
875.00
2,778.00
30,000.00
13,041.38
2,125.65
2,308.50
1,827.82
21.57
$7,206.36
115.60
1.248.87
1.500.00
2,778.00
30,000.00
8,965.90
3,675.10
3,741.30
2,913.90 
54.16
901.84
387.67
40.56
187.76
53.26
690.66
41.55
50.35
48.55
525.00
875.00
60,227.81 62,199.19 61,323.78 61,323.78
COMMERCIAL LAW
(Time allowance 2½ hours)
Logic or reasoning will be considered 
in correcting the answers to questions.
Question No. 1. Define the following:
a. Estate by entirety.
b. Joint tenancy.
c. Tenancy in common.
d. Tenancy by sufferance.
e. Life estate.
f. Leasehold.
g. Easement.
Question No. 2. (a) A in Boston offers 
by letter a quantity of shoes to B in New 
York at a set price. B mails a letter in 
New York to A in Boston declining the 
offer. Three hours later B in New York, 
telegraphs A in Boston as follows, “Offer 
accepted, ship at once.” This telegraph is 
received by A two hours in advance of 
B’s letter of declination. Is there a con­
tract? Explain.
(b) 1. What is the distinction between 
a void and a voidable contract?
2. In June, 1928, A, aged 18, makes a 
contract with B for life insurance, ex­
ecuting his promissory note payable six 
months after date. B, the insurance com­
pany, seeks to avoid the contract on 
the grounds that A being under twenty- 
one years of age has no capacity to con­
tract. What are A’s rights?
(c) What is the statute of limitations?
(d) A contracts in June, 1929, to teach
school at the Happy Corners School for 
the school year of 1929-1930. Late in 
August, 1929, A meets an untimely death. 
What are the rights of the heirs of A 
against the school board of the district 
for salary in 1929-1930?
Question No. 3. (a) A note for twenty- 
five ($25.00) dollars payable in merchan­
dise is given by A to B. Is such note 
negotiable?
(b) A places in his desk drawer an in­
strument payable to B. B breaks into A’s 
office and secures the note from A’s 
desk. Is this a sufficient delivery to com­
ply with the Negotiable Instruments 
Law?
(c) What is the meaning of an in­
dorsement in blank; indorsement without 
recourse; and indorsement “Pay A?”
(d) Will the certification of a forged 
check make the bank liable?
Question No. 4. (a) A man having 
charge of his employer’s bank account 
forges a check for o n e  t h o u s a n d  
($1,000.00) dollars and obtains money 
thereon March 1, 1929. He speculates 
and makes five hundred ($500.00) dol­
lars, which he depositis in his employer’s 
bank account on April 1, 1929. How much 
does he owe his employer on May 1, 
1929?
(b) When is written authority under 
seal necessary to permit an agent to act 
so as to bind his principal?
(c) Name the legal requirements of a 
valid will.
(d) What is stoppage in transitu?
(e) When there is a conditional sale, 
when does the title pass?
(f) A sells to B a horse with the ex­
press warranty that the horse is sound. 
B at the time of the sale knows that th e  
horse is blind in one eye. Sometime 
afterwards B sues on the warranty. Can 
he recover?
Question No. 5. (a) Smith and Jones 
are partners in the firm of Smith & Jones. 
They hold a lease upon their store which 
expires December 1. On November 1, 
Smith secretly gets the landlord to give 
a lease to him personally for five years 
and then offers to rent the property to 
the firm at an advance of twenty-five 
($25.00) dollars per month. What rem­
edy has Jones?
(b) What is the extent of liability of 
an individual partner for the debts of 
the firm?
(c) The XYZ Corporation is char­
tered for mining purposes. Its charter 
does not give it authority to go into the 
banking business. However, it does go 
into the banking business. What is the 
name given to this act done by the XYZ 
Corporation in excess of its corporate 
powers?
(d) What is meant by cumulative vot­
ing?
(e) What is the distinction between
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an Attorney-at-law and an Attorney-in- 
fact?
Question No. 6. (a) W hat effect have 
the words “ fu lly  paid and non-assessable”  
w ritten  or printed upon a certificate of 
stock upon the righ ts of a stockholder of 
an insolvent corporation?
(b) What is a corporation de facto?
(c) May a corporation hold, buy or 
sell its  own stock?
(d ) W hat is the effect of a transfer 
of stock upon the stockholder’s liab ility?
(e) Upon the dissolution of a corpora­
tion, in  whom does the t i t le  to the cor­
porate property vest and to whom are 
such titleholders responsible?
Question No. 7. (a) W hat is a bail­
ment?
(b) W hat is meant by slight, ordinary 
and gross negligence?
(c) W hat is a warehouse receipt?
(d) How does the lia b ility  of an, inn ­
keeper differ from the lia b ility  of an 
ordinary bailee fo r care and custody?
(e) W hat is demurrage?
Question No. 8. (a) W hat is the dis­
tinction  between a surety and a guaran­
tor?
(b) What is the distinction between a 
surety and an indorser?
(c) How is a surety discharged?
(d) W hat is an estate by curtesy?
(e) A  executed a deed to certain prop­
erty  to B and delivers the deed in  due 
fashion. Subsequently, A  executes a deed 
to the same property to C. B ’s deed is 
recorded in  the office of the Register of 
Deeds fo r the proper county at 11:10 
a. m., on November 9. C's deed is re­
corded in  the office of the Register of 
Deeds fo r the proper county at 4 p. m., 
November 8. Who has t it le  to the prop­
erty?
Question No. 9. (a) W hat is an assign­
ment fo r the benefit of creditors?
(b) When is such an assignment void?
(c) W hat is the difference between as­
signee and a receiver?
(d) What are acts of bankruptcy?
GOVERNMENTAL ACCOUNTING 
(Time allowance 2½ hours)
Question No. 1. (W eight 8 po in ts).
(a) Contrast “ direct taxes”  w ith  " in ­
direct taxes,”  stating the advantages of 
each.
(b) Name and briefly discuss two speci­
fic forms of direct taxes and two kinds 
of indirect taxes.
Question No. 2. (W eight 7 points). 
The 1929 Wisconsin Legislature changed 
the Budget law of the State, so that be­
g inning in  1931, an “ executive”  type of 
budget w ill be submitted to the Legisla­
ture. Explain the meaning of th is  term 
and state the advantages claimed fo r th is 
form  of budget.
Question No. 3. (W eight 10 points).
(a) Under the Federal Income Tax Law, 
which of the fo llow ing items, i f  any, must 
be reported as income by the recipient:
(1) Earnings of minors.
(2) Inherited property.
(3) Prizes.
(4) Income from  State Securities.
(5) Sale of rights.
(6) Compensation for  in juries sus­
tained.
(7) Bonus in  stock.
(8) Royalties.
(9) Interest on Foreign Government 
Bonds.
(10) Free Passes.
(b) I f  in  any of the above cases, spe­
cia l circumstances would cause the item 
to be handled differently; than stated in  
your answer under (a ), state the condi­
tions under which the item would or 
would not be held as income to the recip­
ient.
Question No. 4. (W eight 10 po in ts).
(a) Under the Federal Income Tax Law, 
which of the fo llow ing items, i f  any, are 
“ deductible expenses”  by the party mak­
ing the expenditure:
(1) Expense of bu ild ing alterations.
(2) Gratuities and tips.
(3) Damages.
(4) Cost of defending title .
(5) Development Expenses.
(6) Group L ife  Insurance Premiums.
(7) Loss on Sale of Securities.
(8) Traveling Expenses.
(9) Subscriptions to Periodicals.
(10) Medical Expenses.
(b) I f  in  any of the above cases, spe­
cial circumstances would cause the item 
to be handled differently than stated 
in  your answer under (a ), state the con­
ditions under which the item would 
or would not be allowed as a “ deductible” 
expense to the party making the ex­
penditure.
Question No. 5. (W eight 15 points). In  
aud iting the receipts of the C ity of X  
you find the same classified under the 
fo llow ing headings:
(a) Departmental Earnings.
(b) Endowment Funds Income.
(c) Fines and Forfeits.
(d) Interest on T rust Funds.
(e) Licenses and Permits,
( f )  Special Assessments.
(g) Privileges.
(h ) Taxes fo r County.
( i)  Premium on Special Assessment 
Bonds.
( j )  Temporary loans from  General 
Fund.
B rie fly  explain what items would be 
included under each of these headings 
and the source of the receipts.
Question No. 6. (W eight 10 points). 
W hat is meant by the fo llow ing expres­
sions :
(a) Blue Sky Law.
(b) Reciprocal Inheritance Tax Law.
(c) Public U tility .
(d ) Regulation of Public U tility .
(e) Budgetary Control of Expendi­
tures.
( f)  Assessing Authority.
(g) Chain Banks.
(h ) Assessed Valuation.
Question No. 7. (W eight 15 points). 
Determine the amount of the shortage 
of the town treasurer from the follow ing 
inform ation secured through an audit of 
the records of a Wisconsin town during 
the year 1928-1929:
( 1 )  S u m m a ry  o f  th e  y e a r ’s b a n k  s ta te m e n ts :  
B a la n c e  o f  b e g in n in g  o f  y e a r  
( ta k e n  o v e r f r o m  fo rm e r
tr e a s u re r )  ................................  $2,462.86
C re d its  d u r in g  y e a r  ............... 32,482.00
D e b its  d u r in g  y e a r  $33,191.12  
B a la n c e  a t  c lose  o f  
y e a r  ( ta k e n  o v e r  
o v e r  b y  succes­
s o r )  ......................  1,753.74
34,944.86 34,944.86
(2 )  C hecks o u ts ta n d in g  a t  th e  be ­
g in n in g  o f  th e  y e a r  ............... $424.81
C hecks  o u ts ta n d in g  a t  th e  c lose
o f  th e  y e a r  ..................................  1,021.26
O rd e rs  o u ts ta n d in g  a t  th e  be­
g in n in g  o f  th e  y e a r  ............... 844.00
O rd e rs  o u ts ta n d in g  a t  th e  c lose
o f  th e  y e a r  ................................ 920.00
( 3 )  C hecks issue d  w e re  n o t  a l l  
id e n t if ie d  as to  p u rp o se  n o r  
w e re  a l l  b a n k  c re d its  id e n tif ie d  
as to  source , b u t  i t  w a s  d e f i-  
n ite y  a s c e r ta in e d  th a t  th e  t r e a ­
s u re r  p a id  a  m o r tg a g e  o f  . . .  11,000.00
w it h  a  c h e c k  o f  ...........................  2,600.00
issue d  b y  th e  c o u n ty  to  th e
to w n , a n d  a  ch e c k  o f  ............... 8,400.00
on  th e  to w n  a c c o u n t in c lu d e d  
in  th e  a b o ve  b a n k  d e b its  
o f  ....................................... $33,191.12
(4 )  R e ce ive d  b y  th e  t re a s u re r  fo r  
th e  to w n  d u r in g  th e  y e a r  o th e r
th a n  ta x e s  .......................................  8,600.00
(5 )  T o ta l t a x  r o l l  ................................ 46,400.00
M a k e  u p  o f  th e  fo l lo w in g :
P a y a b le  to  c o u n ty  t re a s u re r  
( in c lu d in g  a  c o u n ty  t a x  o f
$19 ,200 .01) ................................... 21,000.00
P a y a b le  to  sch oo l t re a s u re r .  6,000.00 
T o  be re ta in e d  in  to w n  t re a ­
s u r y  f o r  g e n e ra l f u n d ............. 10,400.00
T o  be re ta in e d  in  to w n  t re a ­
s u ry  f o r  ro a d  fu n d  .................  9,000.00
( 6 )  O rd e rs  issue d  b y  th e  to w n  
c le rk  o n  th e  to w n  tre a s u re r  
d u r in g  th e  y e a r : O n g e n e ra l
fu n d  ...................................................... 1,283.00
O n  ro a d  fu n d  .............................  15,000.00
(7 )  D e lin q u e n t re a l e s ta te  ta x e s  
a m o u n te d  to  ..................................... 17,200.00
T h e re  w e re  n o  o th e r  d e lin q u e n t ta xe s .
(8 )  T h e  to w n  h a d  n o  l ia b i l i t ie s  a t  th e  be­
g in n in g  a n d  close  o f  th e  y e a r  o th e r  th a n  
o u ts ta n d in g  o rd e rs ,
( 9 )  T h e re  w e re  no  to w n  o b lig a t io n s  to  be  
p a id  b y  th e  t re a s u re r  o th e r  th a n  th o se  
a lre a d y  in d ic a te d .
(1 0 )  T h e  t re a s u re r  c la im s  th a t  a l l  to w n  
fu n d s  a re  in  th e  b a n k  a c c o u n t m e n ­
t io n e d  u n d e r  ( 1 ) .
Question No. 8. (W eight 25 points).
Follow ing is( a tr ia l balance taken from
the ledger of the c ity  clerk of the city of
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X  on December 31, 1928, after the books 
have been closed. Only current assets, 
liab ilitie s  and proprietary accounts are 
kept in  the ledger. Appropriation ac­
counts are not used.
T R IA L ,  B A L A N C E  
D ece m b e r 31, 1928
T re a s u re rs  C ash  ..........  $50,314.61
T a x e s  R e c e iv a b le  ( 1 927
r o l l )  ................................  45,324.66
S p e c i a l  A ssessm en ts
R e ce iva b le  .................... 14.60
C e m e te ry  F u n d  In v e s t ­
m e n ts  .............................. 19,847.14
C it y  H a l l  ...........................  110,000.00
T e m p o ra ry  L o a n s  . . . .  $35,200.00
V o u c h e rs  P a y a b le  . . . .  8,512.49
W a te r  D e p a r tm e n t —
A v a ila b le  B a la n c e  . . 11,043.97
B o a rd  o f  E d u c a t io n  —
A v a ila b le  B a l (O .D .)  1,736.82  
C e m e te ry  F u n d  R e ­
se rve  ................................  24,070.60
C o u n ty  o f  “ Y ”  —  T a x
A c c o u n t ......................... 12,710.87
B o n de d  In d e b te d n e ss  . .  100,000.00
C u r re n t  S u rp lu s  ............  35,699.90
227,237.83 227,237.83
A fte r going over the above tr ia l bal­
ance and the fo llow ing numbered nota­
tions, make whatever journal entries you 
th ink  are necessary to give the c ity 
clerk correct ledger balances to start the 
new year w ith . Explanations may be 
omitted i f  numbers of the notations on 
which the journal entries are based are 
given.
(1) The balance of $35,200.00 in  the 
“ Temporary Loans” account represents 
bank loans.
(2) The balance of $100,000.00 in  the 
“ Bonded Indebtedness”  account repre­
sents the lia b ility  fo r the principal of 
serial bonds issued in  1928 fo r the build­
ing of a c ity  hall. The c ity  ha ll was con­
structed in  1928, at a cost of $110,000.00, 
which is represented by the balance in  
the “ C ity H a ll”  account.
(3) $12,248.00 was raised in  the 1927 
tax ro ll fo r “ new water meters” and th is 
amount has been credited to the “ Water 
Department-Available Balance”  account. 
The meters were bought and paid fo r in
1927, w ith  a check charged to the same 
account, but issued on the “ General 
Fund”  bank account. In  1928, checks 
to ta ling $12,248.00 were issued on the 
“ Water Department”  bank account to 
“ repay the general fund”  and were 
charged to the “ W ater Department A va il­
able Balance”  account. Receipts issued 
therefor were credited to the same ac­
count. The money was deposited in  the 
“ General Fund”  bank account.
(4) The $14.60 represented in  the bal­
ance of the “ Special Assessments Receiv­
able”  account was placed in  the 1928 ro ll, 
fo r collection in  1929.
(5) No entry was made recording the 
tu rn ing  over to the county treasurer of
1927 ro ll delinquent real estate taxes of 
$8,500.87.
(6) Collections of $36,892.00 made in
1927, on the 1927 tax ro ll were closed into 
Current Surplus on December 31, 1927.
(7) Collections of $44,569.33 made in
1928 on the 1928 tax ro ll were closed 
in to  Current Surplus on December 31,
1928.
(8) 1927 Roll personal property tax 
collections of $5,781.29 and penalties of 
$482.22 were credited to the Taxes Re­
ceivable (1927 ro ll)  account.
(9) In  accordance w ith  a resolution of 
the c ity  council, the c ity  treasurer gave 
credits to ta ling $323.81 to those taxpayers 
who had in  1927, made advance payments 
on the 1927 ro ll taxes. Credit was given 
when paying the balance of the tax; that 
is, in  1928. No entry has been made on 
the clerk’s books fo r these credits.
(10) The “ County of Y”  account has 
been credited w ith  a check of $4,210.00 
received from  the county, representing 
the city's share of state school aid.
(11) Cemetery funds of $10,000.00 
were invested by order of the c ity  coun­
c il in  the C ity Water Department. To 
take care of th is transaction, the c ity  
clerk debited the “ Cemetery Fund Re­
serve”  account and credited the “ Water 
Department-Available Balance”  account.
ELEM ENTS OF P O LIT IC A L ECONOMY
(Time allowance 2½ hours)
(Of the twelve questions given, w rite  
seven of the firs t nine. I f  more than 
seven are w ritten, the firs t seven only 
w ill be counted. Each student is held fo r 
the last three questions, 10, 11, and 12).
Question No. 1. (a) Explain the mean­
ing of the term  “ Industria l Revolution.”
(b) Discuss the conditions g iv ing rise 
to the Industria l Revolution in  English 
Economic life.
Question No. 2. Point out and explain 
four of the features of the economic 
world as we see i t  today, which may be 
said to distinguish i t  from  any preced­
ing stage of economy.
Q u e s t i o n  No. 3. I t  has often been 
pointed out that our economy is charac­
terized by group conflict. Discuss.
Question No. 4. State clearly your un­
derstanding of the fo llow ing terms:
(a) Collective bargaining.
(b) “ Yellow dog”  contract.
(c) A  boycott.
(d ) Workmen’s Accident Compensa­
tion.
Question No. 5. Name and discuss at 
least two of the im portant strikes of the 
last year or two.
Q u e s t i o n  No. 6. (a) Point out the 
major differences between the partner­
ship and corporate forms of business or­
ganization.
(b) State the meaning and significance 
of “ over-capitalization”  from
1. The point of view of the stockholder 
in  the company.
2. The point of view of the consuming 
public.
Question No. 7. (a) What is the mean­
ing of the term  “ money?”  W hat is meant 
by fiduciary money?
(b) State the meaning of the phrase 
“ gold standard,”  and discuss the impor­
tance of gold in  the financial life  of our 
country.
Question No. 8. (a) Discuss the weak­
nesses of our National System which led 
to the enactment of the Federal Reserve 
Banking Law.
(b) Give date or approximate date of 
that law.
(c) Show w ith  some precision how the
F. R. bystem has supplied elasticity to 
our supply of
1. Currency.
2. Credit.
Question No. 9. Give a fa ir ly  well 
rounded explanation of the behavior of 
the Stock Market fo r the past two or 
three years.
Question No. 10. Describe the action of 
the 1929 Wisconsin Legislature on at 
least one of these three points-
(a) Taxes.
(b) Power control.
(c) The U niform  Small Loan Law.
Question No. 11. In  studying the theory
of Economics, we constantly find these 
term s:
(a) Production.
(b) D istribution.
(c) Price Level.
(d) Business Cycle.
Explain your understanding of these 
terms.
Question No. 12. Discuss two major 
problems facing Congress today:
(a) Farm relief.
(b) The ta riff.
STATE BOARD NEWS
COLORADO
The Colorado State Board of Account­
ancy is now composed of George W. May­
nard, President; Julius Yon Tobel, Sec­
retary, and A rth u r L. Baldwin, Treas­
urer.
NOTE
J. Pryse Goodwin, C. P. A., New York 
City, addressed the Yorkville , N. Y., 
Chamber of Commerce on November 12, 
on the subject of the “ Advantages of 
A rb itra tion  in  the Settlement of Com­
mercial Disputes.”
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FLORIDA
The Tampa Morning Tribune fo r Novem­
ber 20, 1929, devotes a double column 
ha lf page article to a report headed “ Ac­
countants Report Favors A irp o rt Bonds.”
I t  appears tha t the Tampa Chapter of 
the F lorida Institu te  of Accountants ap­
pointed a special committee to investi­
gate a proposed $750,000 a irport bond is­
sue and the feasib ility  of property owners 
voting bonds to provide a combination 
aviation base fo r land and sea planes.
This report was presented to the 
Chamber of Commerce and is another 
evidence of the fact tha t local group or­
ganizations of accountants can exercise 
an influence which can not be attained 
by the same individuals working alone.
The State Supreme Court of F lorida re­
cently upheld the constitu tiona lity of the 
Real Estate license law. The law was 
attacked on the ground tha t i t  was in  
v io lation of the provisions of both the 
United States and F lorida constitutions, 
th ir ty  of  the forty-eight sections of the 
act being attacked. Regarding twenty- 
nine of the th ir t y  sections the judges 
reached a unanimous decision. W ith  re­
gard to the other section the court was 
evenly divided. The fo llow ing quotations 
from the decision should be of interest 
to accountants as having a bearing on 
the regulatory types of law which some 
States have passed governing account­
ancy:
“ Real estate is one of the two great 
divisions of property rights and bears 
as close relation to the public peace and 
welfare of our c iv iliza tion  as any species 
of private rights. The business of acting 
as interm ediary between seller and pur­
chaser in  real estate transactions, the 
business of a real estate broker or sales­
man, i t  is law fu l business . . . but i t  is 
a business which may be conducted in  
such a manner as to . . . result in  a de­
gree of public distress analogous to that 
produced by mismanagement of a bank­
ing institu tion.
“ There is involved in  the relation of 
real estate broker and client a measure 
of trus t analogous to that of an attorney 
at law to his client, or agent to his p rin ­
cipal . . . and the occupation of ‘broker,’ 
including ‘real estate broker,’ or persons 
engaged therein, is deemed a proper sub­
ject of regulation under the police 
power.”
LOUISIANA 
The regular quarterly meeting of the 
Society of Louisiana Certified Public Ac­
countants was held in  the rooms of the 
New Orleans Association of Commerce on 
November 14, 1929.
Amendments to the by-laws of the So­
ciety were adopted providing for the 
establishing of local chapters of the So­
ciety in  the State in  response to an in t i ­
mation from the members in  Shreveport, 
La., tha t they were interested in  form ing 
one.
A  committee of three was appointed to 
consider a revision of the rules of pro­
fessional conduct of the Society.
Rev. Father J. A. Butt, S. J., professor 
of accounting at Loyola University of 
New Orleans, gave an address on the ad­
vantages of organization among account­
ants, pointing out tha t organization in  all 
matters was beneficial, g iving specific in ­
stances, and that i t  was just as impor­
tan t and beneficial to the public account­
ant.
MASSACHUSETTS
The th ird  regular meeting fo r the sea­
son of the Massachusetts Society of Cer­
tified Public Accountants was held at the 
Parker House, Boston, on Monday eve­
ning, November 25, 1929. I t  was pre­
ceded by a dinner at which time the suc­
cessful candidates of the last C. P. A. ex­
am ination were guests of the Society.
C lifton W. Gregg, Secretary, had tend­
ered his resignation due to the accept­
ance of a position which would require 
his entire time. A  vote of thanks and 
appreciation was extended to h im  for his 
excellent work fo r and on behalf of the 
Massachusetts Society. A lbert E. Hunter 
was unanimously elected to succeed him  
as Secretary.
On recommendation of the Executive 
Committee a resolution passed in  1926, 
w ith  regard to the certification of Massa­
chusetts annual reports of conditions, in  
which reference was made to the Fed­
eral Reserve B u lle tin  of 1917, was 
amended to substitute therefor the bul­
le tin  of May, 1929, on “ Verification of 
F inancial Statements.”
Mr. Brundage, the Chairman of the 
Committee on Education, presented the 
Society’s gold medal to Edward A. 
Stevens, of Waltham, who attained the 
highest mark of those securing the ir C. 
P. A. certificates as a result of the May 
examination. He also announced that 
H arry  Stoleek and Louis Lederman were 
entitled to honorary mention by reason 
of the character o f the ir examination 
papers.
Charles F. Rittenhouse, a member of 
the Board of Registration, gave his ideas 
as to what should be the accomplish­
ments of public accountants separate and 
apart from  the ir attainments as profes­
sional men. James J. Fox, Secretary of 
the Board of Registration, reviewed the
history of the Board, showing the gen­
eral upward trend in  the qualifications 
of the applicants.
The principal speaker of the evening 
was Commander W illiam  F. Amsden, U.
S. N., who presented a paper on “ The 
O p e r a t i o n s  of the Federal Budget 
Through the Coordinating Services.”
The Society has just issued a pamphlet 
containing the officers and members of 
committees, by-laws, lis t of members 
alphabetically arranged indicating the ir 
date of election, present firm  connection 
and present address, a lis t of the past of­
ficers since the organization of the orig­
inal Society, the Massachusetts Society 
of Public Accountants, in  1900, followed 
by a copy of the law relating to the regis­
tra tion  of public accountants.
MISSISSIPPI
The Mississippi Society of Certified 
Public Accountants held its  regular an­
nual meeting at the W altha ll Hotel, Jack­
son, on November 14, 1929.
Honorable W alker W. Wood, Secretary 
of State, read an interesting paper on 
Mississippi’s New Corporation Law. He 
also referred to the accounting profes­
sion as being of extreme value to the 
commercial and the industria l world as 
well as to governmental activities, say­
ing: “ Since my induction to office in
1926, I  have advocated biennial audits of 
each of the departments of State instead 
of a mere biennial report to the Legis­
lature made up by the department heads. 
In  any business, private or public, an 
annual audit is better and exceedingly 
advantageous and helpful to the business 
in  question and an honest man in  either 
private or public life  need have no fear 
of an honest audit or investigation of his 
affairs.”
Honorable DeQuincy Von Sutton, Dep­
uty State Income Tax Commissioner, 
spoke on the needed changes in  the in ­
come tax law, its  yield, its  operation and 
the relationship of the Accountants to 
the Income Tax Department.
The Society created special commit­
tee, consisting of three members to co­
operate w ith  the Commissioner in  sim­
p lify ing , refining and perfecting the in ­
come tax laws of the State.
A resolution was passed calling for a 
revision of the By-laws. A  resolution 
was also passed to the effect that the 
Legislative Committee try  to obtain the 
enactment of a revised State C. P. A. 
law.
The members enjoyed the ir annual 
banquet at seven o’clock, after which the 
meeting was adjourned.
The fo llow ing officers were elected fo r 
the ensuing year: President, Nelson E. 
Taylor, Greenwood; Vice President, R. C.
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Brown, Meridian; Treasurer, Glenn M. 
Goodman, Laure l; Secretary, Duncan L. 
Thompson, Jackson. In  addition to these 
officers the fo llow ing compose the Board 
of Governors fo r the year 1929-30: C. E. 
Powell, Greenwood; Robert H. Crook, 
Meridian, and T. E. Lott, Columbus.
President Taylor appointed a Commit­
tee to cooperate w ith  the State Income 
Tax Commissioner, Committee to co­
operate w ith  Bankers, Committee on 
Legislation, and the Society resolved i t ­
self in to  a Committee of the whole to 
v is it the School of Commerce and Ac­
countancy of the U niversity of Missis­
sippi, during the firs t part of December, 
date to be fixed by President Taylor; to 
address the Student Body; to study the 
work of the school and to cooperate w ith  
the school in  any way tha t the Society 
can develop the profession of account­
ancy. The committee is to be adjourned 
at the U niversity of Mississippi after this 
meeting w ith  the school.
NEW JERSEY 
The annual Year Book of the Society 
of Certified Public Accountants of New 
Jersey has been received. I t  contains a 
lis t of members, officers and committees, 
past officers, President’s report, code of 
ethics, treasurer’s report, constitution 
and by-laws, rules of the New Jersey 
State Board of Public Accountants, copy 
of the law creating the State Board, a 
statement showing the growth of the So­
ciety from six members in  1898, to 266 
in  1929. I t  is interesting to note tha t i t  
was fourteen years before the member­
ship, starting w ith  6, reached fifty . An­
other ten years elapsed before i t  reached 
a hundred. Five years later i t  had 
passed the two hundred mark.
NEW YORK
The New York State Society of Certi­
fied Public Accountants held its  regular 
monthly meeting at the Hotel Pennsyl­
vania, New York C ity, on Monday eve­
ning, November 11, 1929.
“ Accountants’ Reports” was the subject 
chosen for the evening's program and was 
presented by Charles H. Towns and 
Charles Hecht, Chairman of the Special 
Technical Committee on Graphic Control 
and Ratios in  Business, who spoke on the 
“ Application of Ratios to Accountants’ 
Reports.”  W illiam  H. Bell, Chairman of 
the Committee on Co-ordination of Tech­
nical Committees, led in  a general dis­
cussion which followed the presentation 
of these papers.
NORTH DAKOTA 
The certified public accountants of 
North Dakota met at Fargo on November 
15, 1929, and organized the North Dakota 
Society of Certified Public Accountants.
Sixty-six and two-thirds per cent of the 
C. P. A ’s resident in  the State were pres­
ent at the organization meeting, repre­
senting the three cities of Grand Forks, 
Bismarck and Fargo.
J. A. Cull, of Fargo, was elected Presi­
dent, A rth u r Blegen, of Fargo, was 
elected Secretary and the two, together 
w ith  Roy Janz, of Fargo, were appointed 
as a committee to prepare a constitution 
and by-laws.
Hearty congratulations to these men 
in  North Dakota fo r thus recognizing 
the ir professional responsibility.
OKLAHOMA
The Oklahoma Society of Certified Pub­
lic  Accountants held the ir annual meet­
ing on Monday and Tuesday, November 
18 and 19, 1929, at the Mayo Hotel, Tulsa.
The meeting proved to be the most 
largely attended of any held by the So­
ciety. The officers elected fo r the ensuing 
year are: Burney R. Clack, Tulsa, Presi­
dent; M. C. Fox, Oklahoma City, Treas­
urer; A lbert W. Cory, Oklahoma City, 
Secretary; Valdine Baker, of Tulsa, and 
Tom F. Carey, of Oklahoma City, Audi­
tors; Charles A. W right, of Muskogee, 
George Abbott, of Tulsa, and W. J. Law, 
of Ardmore, trustees.
Monday morning the incoming account­
ants registered, met each other, checked 
up on conditions since the ir last meet­
ing and in  the afternoon listened to the 
reports of officers, elected new ones and 
carried out the prepared program.
The banquet Monday evening was at­
tended by 154. The program which fo l­
lowed included the introduction of offi­
cers of the State Society, both past, pres­
ent and future, so fa r as the recently 
elected group was concerned. No proph­
ecy beyond th is year was indulged in. Re­
t ir in g  President W. I. Nicholson gave a 
prepared address and President-elect Bur­
ney R. Clack, spoke. The program was 
interspersed w ith  special musical num­
bers. Follow ing the conclusion of the 
banquet the members of the Society had 
a special program at which 75 were pres­
ent.
Tuesday morning the golf tournament 
was held and Tuesday afternoon the busi­
ness was concluded. The Society went 
on record as favoring the reintroduction 
of the same type of legislation which had 
been prepared fo r the last session of the 
Legislature and which was favorably re­
ported out by the Committee, but which 
had not reached a vote due to the fact 
tha t so much of the time of the Legisla­
ture had been devoted to impeachment 
proceedings tha t much proposed legisla­
tion  was necessarily lost in  the closing 
shuffle due to i t  not being reached on the 
calendar.
PENNSYLVANIA
A  jo in t meeting of the Philadelphia 
Chapter of the Pennsylvania Institu te  of
C. P. A ’s and the Philadelphia Chapter of 
the National Association of Cost Account­
ants was held at the Hotel Adelphia, 
Philadelphia, Pa., on F riday evening, No­
vember 15, 1929.
The principal feature of the meeting 
was a debate on the question, “ Resolved, 
That Production Costs Should Include 
Actual Overhead in  Preference to Budget­
ed Overhead.”  The affirmative side of 
the question was supported by George 
W ilkinson, C. P. A., senior partner of the 
firm  of George W ilkinson & Co.; Clarence 
L. Turner, C. P. A., senior partner of the 
firm  of Turner & Crook; Michael H. Siga- 
foos, C. P. A., form erly General Manager 
of the Hazard Mfg. Co., of Wilkes-Barre, 
Pa. Those supporting the negative side 
were A rthu r W. Marshall, Executive As­
sistant of the General Asphalt Co.; Verl 
L. E llio tt, Comptroller of The A tlan tic  
Refining Company, and W alter- Camen- 
isch, Cost Accountant, of Rosenau 
Brothers.
The decision of the judges was in  favor 
of the negative side as far as arguments 
and logic were concerned, while in  the 
opinion of the judges the affirmative side 
had made the better presentation.
The number of those attending was 
more than anticipated and every avail­
able seat in  the meeting room was taken, 
and fo rty  or fifty  had to stand during 
the progress of the debate.
The affirmative side alleged tha t i t  was 
correct and possible to include actual 
overhead in  production costs, whereas the 
negative side contended that i t  would 
often be misleading, in  addition to being 
impossible and impracticable, under most 
circumstances to do otherwise than use 
the budgeted overhead in  production 
costs.
Evidently, the charms of a debate s till 
appeal to practicing Certified Public Ac­
countants as well as Cost Accountants 
as the greatest interest was manifested 
on the part of those present.
WASHINGTON 
A t the meeting of the Washington So­
ciety of Certified Public Accountants, 
held on October 7, 1929, resolutions were 
introduced w ith  reference to the pamph- 
le t recently issued by the Federal Re­
serve Board on “ The Verification of 
Financial Statements.”
A t an adjourned meeting of the Society, 
held November 13, these resolutions were 
adopted, the main point of which was to 
the effect tha t each member of the Wash­
ington Society, in  case, in  any audit, he 
has not met the requirements therein 
stated which shall be considered m in i­
mum, shall indicate on the balance sheet
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or include in  a certificate appended 
thereto, the items which have not been 
verified in  accordance w ith  th is  stand­
ard.
A  committee, consisting of H. E. Smith, 
R. D. W hite and Arne S. Hansen, a ll of 
Seattle, was appointed w ith  power to 
adopt rules and regulations necessary for 
carrying out the in tent and sp ir it of the 
above resolution. D uring the discussion 
the question was raised as to the author­
ity  of any Society to specify the manner 
in  which a member shall ve rify  financial 
statements.
The Seattle Chapter, at its  November 
meeting, recommended tha t audits fo r re­
ligious and charitable institu tions be per­
formed on the basis of regular fee, less 
33 1-3 per cent. A  committee is negotiat­
ing w ith  the officers of the Seattle Com­
m unity Fund to arrange fo r auditing its 
beneficiaries on th is basis.
ANNOUNCEMENTS
F. W. Lafrentz & Company, Certified 
Public Accountants, announce the re­
moval of the ir Chicago office to Suite 
1960, 208 South La Salle Street B u ild ­
ing, Chicago, I l l .
Nasmyth & Brockelbank, Certified Pub­
lic  Accountants, announce the removal 
of the ir offices to 16 L ittle ton  Avenue, 
Newark, N. J.
Burney R. Clack, of Tulsa, M. C. Fox, 
Glenn J. Homan and C. F. M ille r, a ll of 
Oklahoma City, announce the ir associa­
tion, effective November 1, 1929, fo r the 
practice of public accounting under the 
firm  name of Benedict & M ille r, Certified 
Public Accountants, w ith  offices at 532 
L iberty  National Bank Build ing, Okla­
homa C ity and 310 Roberts Build ing, 
Tulsa, Okla. Law offices w il l  be main­
tained in  connection w ith  the Oklahoma 
C ity  office.
Thomas L. Berry, Certified Public Ac­
countant, announces his resignation as 
Secretary-Treasurer of the Baltimore 
A ud it Company, and the opening of an 
office to practice on his own account at 
Room 42, No. 2 East Lexington Street, 
Baltimore, Md.
Smith, McKay & Company announce 
tha t after December 1, 1929, they w ill be 
located at 2124 Union Trust Building, 
Detroit, Mich.
Lawrence Scudder & Co. announce that 
L. T. Diebels, C. P. A., 369 Pine Street, 
San Francisco; Peter Haugaard, C. P. A., 
369 Pine Street, San Francisco; F. M. 
Weaver, C. P. A., 409 Land Bank B u ild ­
ing, Kansas C ity, and C. H. Goodrich, C.
P. A., H ildebrandt Build ing, Jacksonville, 
w ill be the resident partners of the firm  
in  the ir respective te rrito ries after No­
vember 1, 1929.
W illiam  E. Hargrove and H. Thomas 
Amason, C. P. A., former Resident Man­
ager fo r R. J. Beaman and Company,
The Secretary le ft Washington Thurs­
day night, November 14, fo r a New Eng­
land tr ip . F riday morning he paid his 
respects to Dr. Sullivan and Mr. H am il­
ton, of the Department of Education, 
Albany, New York, and gathered some 
inform ation w ith  regard to the problem 
tha t is confronting them in  view of the 
recent New York accounting legislation.
F riday night, from  m idnight t i l l  five 
o’clock, was spent at Burlington, Ver­
mont, when he took a bus fo r Montpelier, 
where, w ith  Orris H. Parker, New Eng­
land D irector of The American Society, 
a conference was held w ith  the Vermont 
State Board of Accountancy, consisting 
of Messrs. Benjamin Gates, State Auditor 
of Accounts; Thos. H. Cave, State Bank­
ing Commissioner, and Robert C. Clark, 
State Insurance and Securities Commis­
sioner. One of the objects of the New 
England v is it was to assist in  organizing 
a State C. P. A. Society and the Vermont 
Board indicated that w ith  a State society 
functioning so that a professional group 
relationship had actually been estab­
lished, they saw no. reason why the Ver­
mont law m ight not be properly amended 
so as to provide fo r a professional board 
instead of an official board, as now con­
stituted.
In  the afternoon we returned to Bur­
lington where, at the Vermont Hotel, in  
the evening every practicing C. P. A. in  
the State of Vermont was present and the 
Vermont Society of Certified Public Ac­
countants was organized w ith  Orris H. 
Parker, of Montpelier, as President, 
Francis C. Derby, of Burlington, as Vice 
President, and Adrian E. Holmes, of Bur­
lington, as Secretary-Treasurer. These 
three officials w ill constitute the Execu­
tive  Committee and d ra ft the constitu­
tion and by-laws, the major points in  
which were agreed to during the meet­
ing, presenting them fo r ratification as 
to phraseology by correspondence. A 
telegram was read from  Myra Jones, a 
Vermont certificate holder now liv in g  in  
Pittsburgh, indicating her desire to have 
an associate membership relation w ith  
the Vermont organization.
Sunday morning D irector Parker took 
the Secretary over to Hanover, N. H., 
fo r a conference w ith  any of the certified
announce the form ation of the firm  of 
Amason and Hargrove, w ith  offices at 
1011-12 Comer Build ing, Birmingham, 
Ala.
C lifton W. Gregg, C. P. A., is now as­
sociated w ith  The F lin tko te  Company, 
804 Park Square Build ing, Boston, Mass.
men in  the northern part of the State, 
who m ight be available.
Monday morning found the Secretary 
at Concord, N. H., where, w ith  H iram  B. 
Haskell, Representative fo r tha t State, a 
call was made on Banking Commissioner 
A rthu r E. Dole, who has charge of the 
adm inistration of the C. P. A. law. Mr. 
Dole expressed pleasure at the idea of 
the certified men form ing an organiza­
tion  in  New Hampshire and indicated 
tha t i f  the ir plans should materialize he 
would be glad to take up w ith  them at 
a la ter date the suggested idea tha t a 
professional board should be established 
in  New Hampshire.
From Concord we drove to Manchester 
and the Secretary spoke at noon before 
the K iwanis Club, of which organization 
Haskell is the president, taking as his 
subject, “ Knowing vs. Guessing.”  The 
certified men present fo r organization 
purposes were guests of the club and 
were ind iv idua lly  introduced by Mr. 
Haskell. Following the luncheon we re­
tired  to The Carpenter, which hotel is 
the w inter home of J. Ben H art, and 
utilized his liv in g  room fo r organization 
purposes. Four hours were spent in  
discussing the situation in  New Hamp­
shire and the New Hampshire Society 
of Certified Public Accountants was or­
ganized, officered by Archie M. Peisch, 
Hanover, President; C la r e n c e  H. 
W right, Nashua, Vice President; and 
H iram  B. Haskell, Manchester, as Sec­
retary-Treasurer. These officers w ill pre­
pare a constitution and by-laws along 
lines agreed upon and present them to 
the members fo r adoption by corre­
spondence.
Tuesday morning Haskell took the Sec­
re tary over to Portsmouth, where we met 
one of the certified men, w ho was not 
able to be at the meeting the day before 
and his hearty cooperation was secured 
fo r the newly organized State Society.
I t  is probable tha t Vermont w ill en­
ro ll in  its  membership every resident C. 
P. A., whether in  active practice or in  
private practice, and tha t New Hamp­
shire w ill enroll in  its  membership every 
practicing C. P. A., and a m a jo rity  of 
those not in  practice. They are in  hopes 
to make i t  a hundred per cent.
NEW  ENGLAND CERTIFIED PUBLIC 
ACCOUNTANTS
1929 T H E  C E R T I F I E D  P U B L I C  A C C O U N T A N T 381
Tuesday evening was spent w ith  the 
Maine Society of Certified Public Ac­
countants. D inner was held at the East­
land Hotel, Portland, and the entire eve­
n ing was spent in  an in form al discus­
sion as to ways and means by which the 
profession m ight be strengthened in  the 
State.
Wednesday noon the Secretary had a 
conference w ith  the Massachusetts rep­
resentatives of The American Society at 
the Parker House, Boston, and in  the 
afternoon called on the President of the 
Massachusetts Society of Certified Pub­
lic  Accountants, Inc. I t  had not been 
possible to arrange a schedule under 
which the Secretary could very well 
reach Boston at the time of the ir reg­
ular November meeting.
That evening was spent w ith  Earl 
Clark, Treasurer of The American So­
ciety and Secretary of the Rhode Island 
State Board of Accountancy. The Rhode 
Island boys were evidently busy because 
a ll whom we attempted to reach by phone 
appeared to be out of the c ity  and, of 
course, at th is  season of the year only 
business would have called them away.
Thursday we spent w ith  the Connecti­
cut Society at New Haven. For the first 
time they planned an afternoon as well 
as an evening meeting and were a l i t ­
tle  fearfu l as to what the outcome m ight 
be, but i t  proved to be the largest meet­
ing which had ever been held by the So­
ciety, delegations being present from 
eight different cities. President Henry 
Knust, o f H artford, and Secretary Lewis 
Sagal, of New Haven, had planned well.
In  the afternoon, fo llow ing a short 
amount of business, the Secretary of 
The American Society was introduced 
fo r a ta lk  on “ Professional Problems.”  
A fte r congratulating the Society on hav­
ing the largest percentage of certified 
men in  the State in  its  membership 
of any State in  the Union except, 
perhaps, the two State organizations 
previously referred to in  Vermont 
and New Hampshire, he indicated that 
instead of g iv ing a set address he would 
prefer to answer questions, because in  so 
doing he would at least touch on things 
in  which the members were interested. 
The members accepted the opportunity 
and fo r an hour and a ha lf they re­
sponded w ith  a new one as soon as its  
predecessor had been answered and the 
in form al meeting would have continued 
longer except tha t dinner time arrived 
and we were a ll ready to sample the 
good things which had been provided 
by the Hotel Garde, where the meeting 
was held.
In  the evening the topic was the Fed­
eral Reserve pamphlet on “ Verification 
of F inancial Statements.”  John S. Roth,
of  Middletown, discussed provisions re­
la ting to Cash and Notes Receivable. 
Lewis Sagal, of New Haven, discussed 
Accounts Receivable, Chas. F. Coates, 
of H artford , discussed Securities. W alter
A. Musgrave, of Hartford, presented the 
question of Inventory Verifications. A.
B. Copeland, of Waterbury, discussed the 
question of Fixed Property and Deferred 
Charges. Edward B. Hathaway, of H a rt­
ford, presented the section devoted to 
Notes and Accounts Payable. S. Earl 
Shook, of Bridgeport, spoke on Bonded 
and Mortgaged Debts. Leonard M. Troub, 
of H artford, reviewed the section de­
voted to Profit and Loss Statements and 
E m il J. Monde, of New Haven, spoke 
on the Form of the Balance Sheet.
A fte r these various comments some 
time was devoted to discussion and then 
Charles B. Couchman, of New York, re­
viewed the pamphlet as a whole. The 
point which he stressed was that i t  was 
to be recognized as a guide, fle x ib ility  
being desirable at a ll times, and was not 
to be considered as a definitive procedure 
which was to be followed under a ll con­
ditions. If ,  however, some such guide 
was not followed by an accountant and 
trouble ensued, the accountant would be 
placed in  the position of finding i t  neces­
sary to ju s tify  his procedure as against 
that which had been thus form ally sug­
gested.
F riday was spent in  conference w ith  
President Hughes at New York and w ith  
such other officials as time permitted.
IN T E R N A T IO N A L CONGRESS
The October and November issues of 
the official organs of the Institu te  of 
Chartered Accountants of England and 
Wales and of the Society of Incorporated 
Accountants and Auditors contain several 
references to the Congress held in  New 
York in  September. Our English brethren 
were evidently much pleased not only 
w ith  the program presented, but also w ith  
the entertainment afforded.
From The Accountant of September 28, 
we quote the follow ing from  its  leading 
ed ito ria l:
“ In  estimating the value of an in te r­
national Congress, there are two points 
of view to be considered, firs t the con­
tr ibu tion  which i t  makes towards the 
theory and practice of accounting, and 
second, the strengthening of the whole 
profession by the tightening of the bonds 
which connect its  members in  a ll parts 
of the world. The la tte r is by no means 
its  least im portant function, and we w ill 
refer to i t  firs t because we feel sure that 
the dominant impression le ft in  the 
minds of a ll the visitors to the New York 
meetings must be of the wonderful k ind­
ness and hospita lity of the ir American 
hosts and of the prevailing atmosphere 
of friendliness. I t  is, we th ink, generally 
recognized that a universal standardiza­
tion of accounting methods is not prac­
ticable; in  his work an accountant may 
not th in k  internationally, for he is bound 
by the laws and customs of his own coun­
try , but in  good w ill towards his fellow 
members in  the profession there is no 
te rr ito r ia l d ivision and the past few 
weeks have shown that an international 
standard of friendship is by no means 
impossible.”
This quotation can be applied by the 
accountants in  America to a situation 
which exists in  view of the fact tha t in  
this country professions are regulated 
and governed along State lines and yet 
the accountant must not only th in k  along 
State lines, but also recognize the fact 
tha t his profession w ill require him  in 
many cases to cross State lines and in  so 
doing he must carry w ith  him  the h igh­
est standards of the profession and he has 
a r ig h t to  expect tha t he w ill be received 
in  the State to which he goes largely by 
reason of the professional standing to 
which he has attained in  the State from 
which he comes.
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Three
books
 for all 
C. P. A ’s;
ACCOUNTING FOR 
EXECUTIVE CONTROL
B y  M o n a r d  V .  H a y e s
Management Engineer, H. A. H opf Co.
He r e  is a book which shows how accounting can be related to the needs of the business organization as a whole. Every accountant confronting problems of relating accounting practice 
to management needs is looking for the data here presented.
Corporations are tending more and more to rely on accountants 
for advice on organization set-up and control. The book takes up 
separately the ways in which the accountant can aid each major 
executive and department. Forecasting of sales variations and 
changing business standards, placing of authority, budgeting, finan­
cial statement, all receive helpful treatment.
The author’s analysis of how new methods have been used in 
such firms as General Motors and Corona Typewriter, will indicate 
immediate and specific methods for improvements. Every account­
ant will find here information that will increase his value to his 
firm by many dollars. Indispensable to every accounting library!
Professor Roy B. Kester, Columbia University, says in his 
Introduction: “The most complete, comprehensive portrayal of 
methods of controllership organization, its possibilities and value. 
An excellent guide to executives in knowing what to expect from 
the controller’s office.”
Price — $6.00
INDUSTRIAL 
BALANCE SHEETS
B y  M y r o n  M . S t r a i n
Invaluable to all who prepare 
financial statements. Shows just 
how the statements are used, 
how present methods of prepar­
ing them can be improved, how 
the credit man can be aided in 
forming a favorable opinion.
How the analyst should check 
and examine the figures, how to 
judge values of intangible assets, 
of profit and loss statements are 
a few of the topics covered.
“A most valuable reference 
book to any one who has in any 
way to do with the finances of 
b u s i n e s s  !”—H enry Schuler, 
Hercules Pow der Co. .
“Even those with moderate ac­
counting knowledge will find 
themselves materially assisted 
by this book. A book such as 
this becomes a vital necessity!” 
— W estern Finance and Trade.
Price — $3.50
Accounting in the Lumber Industry
By H . W. E c k a r d t
Covers in detail every practical angle 
of lumber accounting—giving just the 
information necessary to show what 
expenses are met with in every branch, 
and how they should be placed in the 
accounting record.
“This book is complete . . .  is a work­
ing manual for the whole industry. 
Illustrations of actual accounting 
methods tell just how things are to 
be done.”—W. B. Castenholz, Director 
of Accounting, LaSalle University.
 Price — $6.00
FREE EXAMINATION!
HARPER & BROTHERS, C.P.A.12
49 E ast 33rd Street,
New York, N. Y.
G en tlem en : P le a se  send  m e p ostp a id , 
on ap p rova l, one cop y  of
( ) Accounting for Executive Con­
trol, $6.00 
( ) Industrial Balance Sheets, $3.50 
( ) Accounting in  the Lumber In­
dustry, $6.00 
( ) I w i l l  r em it $ . . . .  w ith in  ten  d a y s  
or retu rn  th e  b o o k (s ) .
( ) I e n c lo se  ch eck  fo r  $ . . . .
( ) Send  C. O. D .
N am e
B u s in e ss  C on n ection  .......................................
N o te: B o o k s se n t  on ap p ro v a l o n ly  in  
U. S. an d  C anada.
A ddress
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f or your w ork on R eturns to be filed in 1930 , Use
Robert H. M ontgomery’s 1929
Income Tax Procedure
.  .  .  Published January, 1929 .  .  .
DURING the  past few weeks, we have received a  num ber of le t­te r s  ask ing  us w hen the  1930 
ed ition  of M ontgom ery’s fam ous book 
w ill be ready.
There w ill be no 1930 edition—the 
income tax situation has changed so 
l it t le  in  the past year that none is 
warranted. For your work on returns 
to be filed in  1930, use your 1929 I n ­
come Tax Procedure i f  you have one.
I t  is s til l by fa r the best th ing  on the 
subject you can get.
In  732 pages, th is 1929 book brings 
forward to the date of publication the 
procedure fo r determ ining net income 
and tax, preparation of returns, and 
payment, supplementing Mr. Montgom­
ery’s 1927 book and showing a ll 
changes made by the 1928 law.
The advice and inform ation con­
tained, while not revised or edited in  
any way, applies w ith  undiminished 
force to your th is year’s income tax 
questions. The law is the same. Noth­
ing has come up which invalidates or 
weakens the outspoken interpretative 
counsel which has placed Montgomery’s 
work in  a class by itself. No matter what periodical services 
you take, you s till want Montgomery to settle the hard points of 
principles which no other publication covers.
In  case you did not provide yourself w ith  th is 1929 tax book 
when i t  was issued, we s till have a few hundred copies on hand.
These are available at 
the orig inal price of 
$7.50 — the very m in i­
mum expenditure fo r a 
maximum of inform a­
tion. I f  you want also 
Montgomery’s 1927 In ­
come Tax Procedure, 
giving procedure as es­
tablished up to and in ­
cluding the 1926 law, 
you can secure i t  w ith  
the 1929 book at a spe­
cial combination price 
of $12.50. But order 
prom ptly — there are 
only a few copies left.
—  —  —  —  —  (Use This Reply Form )— —  —  —  —
The Ronald Press Company,
Dept. M261, 15 East 26th  St., New Y ork , N. Y.
Send me postpaid Montgomery’s 1929 Income Tax Procedure. 
W ith in  five days after receiving the book, I  w il l send you $7.50 
in  fu ll payment or re turn i t  to you.
( )  C h e c k  h e re  i f  y o u  w a n t  M o n tg o m e r y ’ s 1927 In c o m e  T a x  
P ro c e d u re ,  t o g e th e r  w i t h  th e  1929 v o lu m e , a t  th e  s p e c ia l  
c o m b in a t io n  p r ic e  o f  $12.50.
N a m e  (please p r in t ) .............................................................................................................
F i r m  ................................................................................  P o s it io n  ................................
B u s in e s s  A d d re s s  ................................................................................................................
C i t y ................................................................................  S ta te  ............................................
S ig n a tu r e  ....................................................................................................................................
Also Montgomery’s
Federal Tax Practice
P r a c t i c e  B e f o r e  t h e  T r e a s u r y ,  B o a r d  o f  
T a x  A p p e a l s ,  a n d  F e d e r a l  C o u r t s
A n  e n t ir e ly  d is t in c t  a n d  se p a ra te  g u id e  
b y  th e  a u th o r  o f  th e  fa m o u s  Incom e Tax  
Procedure.
F o r  a c c o u n ta n ts , la w y e rs , a nd  a l l  w h o  
h a n d le  u n s e tt le d  cases a r is in g  o u t  o f  th e  
fe d e ra l in co m e  ta x  la w s  o f  a n y  y e a r, i t  
p ro v id e s  a  com p le te , t r u s tw o r th y  d is c u s ­
s io n  o f  th e  p ro ce d u re  to  be fo llo w e d  be ­
fo re  each o f  th e  bod ies to  w h ic h , a t  su c ­
cessive  stages, a rg u m e n ts  m a y  be p re ­
sented. 757 pages, p r ic e  $10.00. S en t 
f o r  e x a m in a tio n  on  re quest.
T h e  P e r s o n a l  W o r k  o f  a n  
O u t s t a n d i n g  A u t h o r i t y
R o b e r t H . M o n tg o m e ry  
h as fo r  y e a rs  m a de  a  
s p e c ia l s tu d y  o f  ta x  le g is ­
la t io n . H e  is  a  C e r t if ie d  
P u b lic  A c c o u n ta n t ; C ou n ­
s e llo r  a t  L a w ; m e m b e r o f  
th e  in te r n a t io n a l ly  k n o w n  
f i r m  o f  L y b ra n d , R oss  
B ro s . &  M o n tg o m e ry ; E d ­
i t o r  o f  th e  F i n a n c i a l  
H a n d b o o k  : A u th o r  o f  A u ­
d i t i n g ,  a n d  o f  Incom e T a x  
P rocedure, 1917-1929.
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T IF I E D  P U B L IC  A C C O U N T A N T
Accounting M achine
D o es a l l  y o u r acco u n tin g  
th e  w a y  you w a n t It done
E sp ecia lly  ad ap ted  to  b illin g , p u rch ase records, p ayro lls, co st 
records, d istr ib u tio n , p ro -ra tin g , an d  a cco u n ts receivab le.
I t is  th e  o n ly  m a ch in e  th a t m u ltip lie s  d irectly , p r in ts resu lts  
and  to ta ls  by a s in g le  key d ep ression , ty p ew rites, ad d s, su b ­
tra cts  and  a ccu m u la tes to ta ls . I t  a lso  p o sts several rela ted  
records, in c lu d in g  fu ll w id th  or narrow  p roof jo u rn a l, in  on e  
op eration .
C all th e  loca l B urroughs office for a d em on stration  o f  
th e  B urroughs A ccoun tin g  M achine on  your ow n work.
B U R R O U G H S  A D D I N G  M A C H I N E  C O M P A N Y
6 4 0 2  S E C O N D  B O U L E V A R D  * * D E T R O I T ,  M I C H I G A N
A D D I N G  • B O O K K E E P I N G  • C A L C U L A T I N G  A N D  B I L L I N G  M A C H I N E S
W H E N  A N S W E R IN G  A D V E R T IS E M E N T S  M E N T IO N  T H E  C E R T IF I E D  P U B L IC  A C C O U N T A N T
